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Learning sections (LeVY / charging section)
1. Excisable goods. (Section 2(d) of the Central Excise Act 1944).
2. Movable.
3. Marketable.
4. Manufacture. (Section 2(f) of the Central Excise Act 1944).
5. Mentioned in CETA.
6. Subjected to rate of duty.

constitution of india

List i (union List) List ii (state List)
entry 
no 84

Duties of excise on tobacco and other goods manufactured 
or produced in India except alcoholic liquors for human 
consumption, Opium, Narcotics
but including
medicinal and toilet preparations containing alcoholic liquors, 
Opium, Narcotics.

entry 
no 51

Duties of excise on 
alcoholic liquors for 
human consumption
Opium, Narcotics.

analysis

1. Only Central Govt has power to make laws on duty of excise.

2. on goods manufactured or produced in India.

3. For this the Central Govt. enacted 2 Acts. (a) Central Excise Act 1944. (b) Central Excise Tariff Act, 1985.

4. Central Excise Act 1944 provides the provision of levy and Central Tariff Act 1985 provides for rate of duty.

section 3(1). duties specified in first scheduLe & the second scheduLe to 
the centraL excise tariff act, 1985 to be LeVied

There shall be levied and collected in such manner as may be prescribed, -

(a) a duty of excise to be called the Central Value Added Tax (cenVat)

 on all excisable goods [S 2(d)]

 which are produced or manufactured in india (excluding goods produced or manufactured in special 
economic zones),

 as, and at the rates,

 set forth in the first schedule to the central excise tariff act, 1985.

(b) a special duty of excise, in addition to the duty of excise specified in clause (a) above, 

 on excisable goods (excluding goods produced or manufactured in special economic zones) 

 specified in the second schedule to the Central Excise Tariff Act, 1985 

 which are produced or manufactured in India, 

 as, and at the rates, set forth in the said Second Schedule to the central excise tariff act, 1985.

note : India includes territorial waters of India. TWI is extended upto 200 nm.
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service tax excise
Service tax levied in India excluding J & K Excise levied in India including J & K.
Service tax levied if services rendered in SEZ. 
Though exemption is available.

Excise not levied in SEZ. No need of exemption.

Service tax extend to 200 nm only with respect 
to oil rig.

Excise extend to 200 nm with respect to any goods man-
ufactured or produced in this 200 nm. including oil rig.

section 2(d). excisabLe goods

Excisable goods means 
goods 
as specified in the first and second schedule to central excise tariff act, 1985 
as being subject to a duty of excise and includes salt.

Explanation : For the purpose of this clause, (Inserted by FA 2008)
Goods includes any article, any material or any substance which is capable of being bought and sold for a 
consideration and such goods shall be deemed to be marketable.

DCM (DElhI ClOTh AND GENErAl MIllS) - 1977-SC 
In the above case Supreme Court held that an article can be called goods if it is movable and marketable.

No. Movable + 
Marketable

Manufactured in India Mentioned in CETA rate of Duty Status

1. Yes Yes Yes Yes Excisable goods and 
dutiable

2. Yes Yes Yes Blank ** Non excisable goods 
and non dutiable

3. Yes Yes Yes 16%.  
EN 100%

Excisable goods and 
non dutiable

4. Yes Yes Yes 16%.  
EN 50%

Excisable goods and 
dutiable @ 8%

5. Yes Yes Yes Nil * Excisable goods and 
non dutiable

6. Yes Yes Not mentioned NA Non excisable goods
7. Yes Manufactured outside India 

or not treated as manufac-
ture & also not deemed 

manufacture.

NA NA Non excisable goods

8. Yes No NA NA Non excisable goods
9. No NA NA NA Non excisable goods

Goods

Excisable Goods Non Excisable Goods

Dutiable Non Dutiable Not mentioned in CETA or Mentioned 
in CETA but rate of duty is left blank

4 M + rate men-
tioned

4 M + Nil rate / 
100% exemption 

notification

Non Excisable goods are also called 
non dutiable
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MoVabiLitY
1. The manufactured goods is said to be movable if it can be shifted from one place to another as it is from 

the place of manufacture. If shifting is not possible as it is then it is called immovable property. Excise duty 
cannot be levied on construction or manufacture of immovable property.

2. Movable property attached to earth permanently is treated as immovable property. Therefore not subjected 
to central excise.

3. Movable property attached to earth temporarily is treated as movable property. Therefore subjected to central 
excise.

TrIVENI ENGINEErING’S 2000 SC
Whether article is fastened permanently or temporarily requires determination of both the intention as well as the 
manner of fastening. This article whether attached to earth has to be ascertained from the facts and circumstances 
of each case.

attached to the earth embedded in the earth
It means rooted in the earth. E.g. Trees It means inside the earth. E.g. walls and buildings

MUNICIPAl COrPOrATION OF GrEATOr MUMBAI 1996 SC
A 50 tonne tank with a diameter of 60 feet placed on to the steel foundation. held to be immovable since cannot 
be moved from one place to another as it is. (50,000 k.g)

SOlID COrrECT ENGINEErING WOrKS 2010 SC
In this case a machinery was embedded in the earth about 1 and 1/2 deep as the the machinery when in operation 
caused heavy vibrations. It was held that fixing of the plants to a foundation is meant only to give stability to the 
plant and keep its operation vibration free. The embedding of plant to the earth is not intended to be permanent 
at a given place. The plant can be moved or shifted as it is therefore treated as movable and its manufacturing 
and installation is subjected to central excise.
In the instant case all that has been said by the assessee is that the machine is fixed by nuts and bolts to a foundation 
not because the intention was to permanently attach it to the earth but because a foundation was necessary to 
provide a wobble free operation to the machine. An attachment of this kind without the necessary intent of making 
the same permanent cannot, in our opinion, constitute permanent fixing, embedding or attachment in the sense 
that would make the machine a part and parcel of the earth permanently.

CCE V. KONE ElEVATOrS INDIA lTD., 2001
Facts: The activity undertaken was that of entering into contracts with the customers for supply of lifts by 
installation and commissioning of the same at buyer‘s site with warranty of certain period, can be treated as 
goods classifiable under Chapter Heading 84.28.
Decision: lift coming into existence only after it is installed along with the building and becomes operational it 
is an immovable property and not goods.

VIrGO INDUSTrIES (ENGINEErS) PVT. lTD. 2009 – CESTAT
Facts : Virgo had been manufacturing and supplying signages (illuminated signs) under a contract with M/s. 
Indian Oil Corporation ltd. (IOC) and had erected them at the retail outlets of IOC located at various places.
Virgo fabricated only the sign poles of iron and steel required for the signages. Other items such as fibre glass 
reinforced plastic sheets, the vinyl sheets cut into signs, the electrical panels concealed within the signboard etc. 
had been got manufactured by third parties and that the signages proper had been erected at the various IOC 
bunks.
At the premises of Virgo only the sign poles were fabricated and the signages were erected using the components 
received at the various sites from their manufacturers.
Issue whether signages erected at various petrol bunks of IOC are liable to duty.
Decision : We find that-
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In the instant case the complete signage is movable and is installed by fixing it on a concrete foundation. These 
can be detached and shifted to another location without damaging them. Undisputedly signages are capable of 
being assembled at the premises of the appellants and then transferred to the site of its erection after dismantling 
the same. The signages do not emerge as an immovable property on assembly or erection. They have base plates 
of steel with provision to fit them on bolts of the concrete foundation. The signage is fixed to earth. signage is 
complete before fixing on the concrete platform. Movability is required to be seen at the time of completion 
of manufacture.

Questions

1. In order to attract  excise duty under the CEA 1944 the goods must be

 (a) Movable  (b) Immovable

 (c) Movable or immovable  (d) None of the above
2. State the basic two requirements that should be satisfied for treating something as ‘goods‘ for the purpose 

of levy of excise duty.
3. Define excisable goods as mentioned in Central Excise Act 1944.
4. What is the significance of taxable event in Central Excise.
5. Where goods are not --------------- --------------- excise duty cannot be charged.
6. Goods under Central Excise must be ........... and ............
7. What if name of the goods not mentioned in CETA?

answer
1. Movable 2. The goods should be (a) Movable; and (b) marketable.
3. Section 2(d) 4. Taxable event = levy. Section 3(1) 
5. Movable and marketable. 6. Movable and marketable.
7. Such goods are treated as non excisable goods, levy section fails.
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MarketabiLitY

In DCM case Supreme Court not only held that goods should be movable but also it should be marketable. 
Further it was held that an article is said to be marketable if a similar goods is ordinarily ‘capable of being 
sold’ as such. (ordinarily sold, capable of being sold, sold as such). Actual sale of manufactured article is not 
necessary. It is only the capability of sale which is required to be tested. Burden of proof is on the department 
that manufactured goods are ordinarily capable of being sold as such. If similar manufactured goods are bought 
and sold in the market it can be said that goods are capable of being sold as such.

CAPABlE OF BEING SOlD

Excise duty is levied on manufacture or production of goods and not on sale. SC held that goods are manufactured 
for the purposes of sale therefore sale is also an essential criterion to determine whether the article is subjected 
to excise. SC did not say that goods should be actually be sold. It only said that goods should be capable of 
being sold. 

UShA rECTIFIEr COrPOrATION INDIA lTD 2010 SC

Usha bought various parts and components to develop the testing equipment for use within the factory and was 
never removed. The testing equipment was captivily consumed. held such testing equipment is subjected to 
central excise since they are movable and marketable. Marketable means capable of being sold.

It was also observed that excisable goods manufactured and consumed as such would be deemed to have been 
removed from the premises immediately for such consumption. (rule 4)

Free samples

Free sample also subjected to excise since they are capable of being sold. Actual sale is not necessary.

MEDElY PhArMACEUTICAlS 2011 SC

Medely pharmaceuticals distributed free samples of medicines imprinted with ‘Physician sample - not for sale’. 
The assessee contended that these samples cannot be sold as these are not marketable and hence not subjected to 
central excise. It was held by the SC that physician sample is marketable since it is capable of being sold actual 
sale is not necessary. Also it is not mandatory to distribute the free samples of every drug they manufacture. 
This choice is made by the company. Marketability or not marketable shall be decided by the market and not 
by the assessee.

MOTI lAMINATES PrIVATE lTD 1995 SC - Short shelf life

here the question was whether goods having short shelf life is marketable or not. Generally goods having short 
shelf life is not marketable. however the answer cannot always be negative. Short shelf goods if marketable in 
that short shelf shall be treated as goods which is capable of being sold and hence marketable. Burden of proof 
is on the department that goods are marketable in that short period.

In the above case Moti laminates manufactures a unstable solution by mixing more than 1 chemical. It was held 
such unstable solution is not capable of being sold and hence not marketable.

Aluminum paint : Short shelf life 8 to 10 hours. ICl used to sell these paints in the market. held marketable.

Vitamin A : Short shelf life 2 to 3 days. Dealers used to sell these vitamins in the market. held marketable.

OrDINArIlY SOlD

In many cases Courts held that an article is marketable only if it ordinarily saleable in the well established 
market. Test of marketability is not that manufactures actually sells but test is that whether goods are ordinarily 
saleable or not. Even rubbish can be sold but that does not become marketable commodity. 

With view of this following goods which were essentially industrial wastes were not saleable and hence were 
not subjected to excise duty. 

p1 : “Mere selling of a commodity does not mean it is marketable”. Elucidate
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INDIAN AlUMINIUM COMPANY 1995 SC

It was held by various courts that everything which is sold is not necessarily marketable commodity unless 

• it is known to the commerce (dealers); and

• it is worthwhile to trade in. (It generates return commensurate to investment).

Any type of wastes are not goods since not marketable or saleable even if such wastes fetches some price in the 
market. 

let us see types of industrial wastes.

a. Dross / Slag. It is a mass of solid impurities floating on a molten metal. It is removed from the surface of the 
metal before pouring the metal into a mold or casting flask. Dross is not entirely waste material since iron 
or aluminium dross can be recycled to make steel bullets. Dross is solid whereas slag is liquid. Metals can 
be recovered from such dross / slag.

b. Bagassee. It is the fibrous residue remaining after sugarcane is crushed to extract juice. It is used as renewable 
source in the manufacture of pulp and paper materials and building materials.

c. Sludge. It is semi solid material left from industrial waste, water or sewage treatment processes. It is renewable 
and after being renewed it can used like a fertilizer.

d. Ash. It is leftover after burning of article. Unburnt portion is called bottom ash. After burning wood leftover 
is call wood ash which has some value as fertilizers. Coal bottom ash is disposed off as waste but sometimes 
used in road / concrete construction. There are some iron wastes also which are sold to iron industry.

 The above wastes were actually sold but were not saleable. Therefore to make them marketable following  
 explanation was inserted.

ExPlANATION TO SECTION 2(d) : DEEMED MArKETABlE (INSErTED BY FA 2008)

Goods includes any article, any material or any substance which is capable of being bought and sold for a 
consideration and such goods shall be deemed to be marketable.

Now with this amendment if the goods are actually sold even if not marketable is treated as deemed marketable.

CAPTIVIlY CONSUMED GOODS

Captivily consumed goods also subjected to excise since they are capable of being sold. Actual sale is not 
necessary. Captivily consumed goods are also called intermediate goods.

Intermediate goods can be exempt if following conditions are satisfied.

a. Goods manufactured in the factory and used within the factory of production in or in relation to manufacture 
of final product; and

b. The ultimate final production is dutiable.

note : The facilities in the factory of the assessee for carrying out bleaching, dying, printed and mercerizing 
of textile fabrics would invite levy of excise duty at each stage of manufacture. however the assessee would 
be entitled to Cenvat credit if duty is paid at each stage of the manufacturing and, therefore, the entire exercise 
would be revenue neutral. Admittedly, assessee has paid duty at the final stage.

MarketabLe as such

The goods should be marketable in the condition in which it emerges. If goods need to be processed further 
before they can be put into the market, then duty can be demanded only when they have been subjected to such 
further process. At every stage of completion of process new goods emerges, at every such stage condition of 
movability and marketability is required to be checked.

.
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section 2(f) : Manufacture

Part 1

Manufacture (It is not defined in Excise Act)

Part 2

(i) it includes any process incidental or ancillary to the completion of a manufactured products; or

Part 3 : Deemed manufacture

(ii) which is specified in relation to any goods in the section or chapter notes to the first schedule of CETA 
as amounting to manufacture; or

(iii) which in relation to Goods specified in the Third Schedule to CEA 1944 involves
• Packing or repacking of such goods in a unit container. (retail Packing) or
• labelling or re-labelling of containers including the declaration or alteration of retail sale price 

on it; or 
• Adoption of any other treatment on the goods to render the product marketable to the consumer. 

(E.g. purification of water)

NOrMAl MEANING OF MANUFACTUrE

Section 2(f) is an inclusive definition of manufacture. It does not per se say what is manufacture. It only specifies 
manufacture includes a process. Which process? Which is incidental or ancillary to the completion of manufactured 
products. Therefore the meaning of manufacture has to be understood with reference to judicial precedents. 

DCM 1977 SC

It was held in this case that manufacture means bringing into existence a NEW SUBSTANCE. how to identify 
whether new substance has come into existence depends upon facts of each case. For this following definition 
of manufacture was framed.

Meaning of manufacture
Manufacture implies a change, but every change is not manufacture. Yet every change of an article is the result of 
treatment of labour & manipulation. But something more is necessary & there must be transformation (Change 
in form); a new and different article must emerge having a distinct NAME, ChArACTEr Or USE.
It means that after transformation if there is change in name or character or use, then it amounts to 
manufacture.

note 1: While deciding whether there is manufacture or not it is immaterial whether process is carried out by 
labour intensive method of production or capital intensive method of production. Manufacturing may be carried 
out by small level company or large scale company.

note 2: It is necessary to differentiate between manufacture and processing. Manufacture involves a series of 
processes, whereas a process is one of the activities undertaken for manufacture of a product from input materials. 
Manufacture is the cumulative effect of various processes to which raw materials are subjected and each such 
step towards the finished product would constitute processing in relation to the manufacture.

examples
a. fabric to bleached fabric : Fabric was bleached (to make white), mercerising (treat with caustic alkali to 

increase strength, luster and affinity to colour), dyeing, printing and shrink proofing and was made bleached 
fabric. 

b. Paper to Text book :
c. Paper to ruled paper :  All were held to be manufacture since there is emergence of 
d. Milk to Curd :   new substance which is commercially known differently.
e. Milk to Flavoured milk :

Conversion of crude oil into processed oil. Whether this process amounts to manufacture?
Crude oil is obtained from seed. Groundnut oil, soyabean oil, olive oil or mustard oil they are all obtained from 
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their respective seeds. Crude oil is inedible oil as it cannot be consumed since it contains impurities and odour. 
This crude oil is subjected to a dehydrogenated process to remove impurities. After removal of impurities the oil 
becomes pure but with odour. This oil if subjected to deodorised process then odour is removed.
Now conversion of crude oil to processed oil whether manufacture : Yes since name of the oil changed.

BrAKES INDIA lTD SC

It will not be safe to go solely by NAME TEST i.e. whether commodity after the change takes in a new name.

• as it will encourage the manufacture to retain and stamp the same name to the end product also, with an intention 
to deceive the revenue.

USE test will be given prime importance.

S.r. TISSUES 2005 SC

In this case assessee purchased large sized jumbo rolls of tissue paper which were cut and packed to small size. 
large size were of kind normally used for household or sanitary purpose. Whereas small size are suitable for use 
as toilet papers, table napkins or facial tissues. Department sought duty on the ground that reduction of width  
amounted to manufacture.

held the characteristics of the tissue paper are its texture, moisture absorption, feel etc which is same whether 
in large size or in small size. The end use of tissue paper in the jumbo rolls and the end use of the toilet rolls, 
the table napkins and the facial tissues remains the same, namely, for household or sanitary use. The character 
and the end use did not go any change on account of the above mentioned activities and, therefore, there was 
no manufacture on first principle. 

EMPIrE INDUSTrIES lTD 1985 SC

In this case it was held that any process would amount to manufacture if
• as a result of said process the object has been transformed (Name change then check use change)
•  to such a degree that it is commercial known differently in the market. (Industrial or wholesale market)
note : Every type of variation of the goods or finishing of goods would not amount to manufacture unless it 
results in emergence of a new commercial commodity.

lAMINATED PACKING P lTD 1990 SC

Assessee procures kraft paper and then laminates with polyethylene in its own factory resulting in polyethylene 
laminated kraft paper. Contention by the assessee that lamination with polyethylene does not amount to 
manufacture.

held laminated kraft paper is distinct, separate and different goods known in the market as such from the kraft 
paper and therefore liable to excise duty.

METlEx (I) P lTD 

It was held by SC in Metlex (I) P ltd that if there is a manufacture then burden of proof of manufacture is entirely 
on the revenue.

Question

1. Assembly of tools (Screw driver, nuts, wrench, key, knife, plas, tester) into tool kit. Whether this process 
amounts to manufacture?

 No. Putting together differently duty paid items in a KIT does not amount to manufacture since because 
although kit has a distinct name, the use test is not satisfied there being no change in identity, character and 
use of the articles placed in the kit.

2. Assembly of different parts (mother board, key board, mouse, monitor, hard disk, ram) into computer. Whether 
this process amounts to manufacture?

 Yes, as new commercial product has come into existence.

3. Whether upgradation of computer (Automatic Data Processing Machine) in terms of its storage capacity and 
processing speed amounts to manufacture?
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 An Automatic Data Processing Machine will be known by this name, irrespective of its capacity of storage and 
processing. The storage capacity or processing speed may be enhanced by increasing the hard disk capacity, 
rAM or by changing the processor chip but it cannot be said that new goods with a different name, character 
and use have come into existence. The cost involved in upgradation do not decide whether it amounts to 
manufacture or not.

KhANDElWAl METAl AND ENGINEErING WOrKS 1985 SC

Are by products or wastes which are not produced voluntarily be subjected to central excise?

The production or manufacture of waste or scrap is incidental to manufacturing process. It may be true that no 
prudent businessman will intentionally produce or manufacture waste / scrap but it is equally true that they are 
by products of the manufacturing process. Intention is not the gist of manufacturing process. 

Notwithstanding the fact that waste / scrap arose as intermediate or by products of final products, nevertheless 
such waste / scrap if marketable or is deemed marketable are chargeable to excise duty.

note 1 : held in different cases wastes / scrap / dross etc are both manufactured and marketable or deemed 
marketable.

note 2 : Waste / scrap arising in course of repair activity can not be held to be manufactured product and thus, 
not liable to excise duty.

WEST COAST INDUSTrIAl GASES lTD 2003 SC

Assessee used to receive inputs into sealed containers / drums. Drums were received from the factory as waste 
/ scrap. Department demanded duty on such wastes / scrap. held waste / scrap is dutiable only if it has arisen 
as result of manufacturing activity. In the present case wastes has not arisen due to manufacturing activity and 
hence not subjected to excise duty.

p1 : Briefly explain with reference to the provisions of the Central Excise Act, 1944 whether assembly tantamounts 
to manufacture?

solution

Assembly is a process of putting together a number of items or their parts to make a product. All cases of 
assembly may not amount to manufacture as an already manufactured item may also be assembled to put it in 
a readily usable form. however, assembly of various parts and components may tantamount to manufacture if 
a new product which is movable and marketable emerges out of such assembly. Therefore, if an “immovable 
property” emerges after such assembly, it will not be considered as manufacture.

The Supreme Court in the case of narne tulaman Manufacturers pvt. Ltd. V cce 1988 held that if the 
assembly results in new commercial commodity with a distinct name, character and use, then it would amount 
to manufacture.
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incidentaL or anciLLarY process

Excise duty is levied on manufacture of goods. Goods should be movable and marketable. It is said that excise 
duty should be levied at that stage when manufacturing is completed. But assessee may subject the goods to 
some further process before marketing. Such further process does not amount to manufacture. Still duty has to be 
paid on value of goods being cleared for marketing and not just on that value when manufacture was technically 
complete. This is as per Section 2(f)(i) manufacture includes process incidental or ancillary to the completion 
of manufactured product.

SIDhArThA TUBES lTD 2000 SC

The assessee used to purchase steel. From that steel it made steel pipes and steel tubes. These steel pipes and 
tubes were further subjected to galvanised process which resulted in manufacture of galvanised steel pipes and 
steel tubes.

held process of galvanisation do not amount to manufacture, but adds to intrinsic value of the product to make 
the full commercial value. Process of galvanisation is incidental to the manufacture of pipes and therefore ED 
is payable on value including cost of galvanisation.

note : Merely, the addition of value cannot be considered to be manufacture. Where the commodity’s identity 
remains same throughout the processing stage, the commodity will be treated as processed and not manufactured. 
But if there is emergence of article which have new name, different character or different use shall amount to 
manufacture.
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section 2(f)(ii). deeMed Manufacture as per specification of process in 
section / chapter notes in ceta

An assessee has 2 factory. In factory 1 it carries out manufacturing activity and in Factory 2 it carries out further 
process not amounting to manufacture. This value addition in factory 2 shall not be subjected to Central Excise 
in view of the judgement of Sidhartha Tubes. As per CBEC circular judgment of the Siddhartha Tubes does not 
enable the department to charge duty on value addition outside the factory of clearance on account of certain 
processes not amounting to manufacture of manufactured goods in a separate / other unit of the same group.

To negate this an amendment was carried out inserting the concept of deemed manufacture where certain process  
with respect to specified goods are now deemed manufacture. 

section 2(f)(ii) : Manufacture

which is specified in relation to any goods in the section or chapter notes to the first schedule of CETA as 
amounting to manufacture; or

Examples from chapter notes of CETA

1. As per Chapter 73 Articles of iron and steel : In relation to product of this Chapter, the process of galvanisation 
shall amount to manufacture.

2. As per Chapter 61 Garments : Process of affixing a brand name on the product or labelling or re-labelling 
of its containers or repacking from bulk packs to small packs shall amount to manufacture.

3. As per Chapter 21 Pan Masala : 

 • Process of labelling or re-labelling of its containers or repacking from bulk packs to small packs shall 
amount to manufacture.

 • Process of adding or mixing cardamom, copra, menthol, spices, sweetening agents or any such ingredients 
(other than lime, katha or tobacco to beetle nut) shall amount to manufacture. [Pass Pass]

4. As per Chapter 71 Articles of jewellery : Process of affixing or embossing trade name or brand name on 
articles of jewellery shall amount to manufacture.

5. As per Chapter 15 Edible oil : In ShAYAM OIl CAKE lTD it was held that refining the oil by which oil / 
fatty contents were reduced / removed do not amount to manufacture as there being no change in identity. This 
decision is overruled by inserting a note process of refining of vegetable oil shall amount to manufacture.

6. As per Chapter 25 Marbles and Granites : In ArIhANT TIlES AND MArBlES (P) lTD the court 
upheld  that ‘blocks converted into polished slabs and tiles after undergoing process of cutting, sawing, 
sizing, polishing certainly results in emergence of a new and distinct commodity. The original block does 
not remain the marble block, it becomes a slab or tile. In the circumstances, there is manufacture’. 

 This decision was incorporated in this note adding process of cutting or sawing or sizing or polishing or any 
other process for converting stone blocks into slabs or tiles shall amount to manufacture.

7. As per Chapter 72 Wires and Wire rod of iron and steel : In TEChNOWElD INDUSTrIES the assessee 
carries out a process where a thick wire is converted into thin wire. it was held that initial product was wire. 
The ultimate product is also wire. There is no manufacture of new product. 

 This decision was overruled and it was added process of drawing or re drawing shall amount to 
manufacture.

8. As per Chapter 76 Aluminum pipes and tubes : Process of drawing or re drawing shall amount to 
manufacture.
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section 2(f)(iii). deeMed Manufacture as per specification of process in 
section 2(f) itseLf

Mr. A is the manufacturer. Mr. B is unrelated retailer. Mr. A used to send the revised price list to the retailer for 
enhancement of price which the retailer affixed on the product. On this enhanced price excise duty was not levied. 
To plug this system of evasion of tax, few consumer goods were selected from CETA and put in Schedule III of 
Central Excise Act where excise duty was levied on retail price. 

Product

All goods falling under Third Schedule

(S 4A goods which attract MrP based valuation)

(iii) which in relation to Goods specified in the Third Schedule to CEA 1944 involves

 - Packing or repacking of such goods in a unit container or 

 - labelling or re-labelling of containers including the declaration or alteration of retail sale price on it 
or 

 - Adoption of any other treatment on the goods to render the product marketable to the consumer.
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2 
Mentioned in CETA

4 M + rates

₹

specification in the scheduLe to ceta

Goods become excisable goods only if it is specified in First Schedule and Second Schedule to CETA. 

What is the scope of centraL excise tariff?

1.  Section 2 of the Central Excise Tariff Act, 1985 provides that duty of excise shall be levied and collected at the 
rates provided in the Central Excise Tariff Act. The rate of Central Excise duty for any product manufactured 
or produced in India is provided in the First and Second Schedule to the Central Excise Tariff Act.

2. The Central Excise Tariff was enacted in the year 1985 as a separate Act modeled along international practices 
based on harmonised System of Nomenclature (hSN).

3. CETA consists of two Schedules : the First Schedule gives basic excise duties (i.e. Cenvat duty) leviable on 
various products, while Second Schedule gives list of items on which special excise duty is payable. Second 
Schedule contains only few items.

4. The Central Excise Tariff Act, 1985 (CETA) in the First Schedule classifies all the goods under 96 chapters 
and a code is assigned to items of specific description under headings and sub-headings of each chapter.

5. The chapters are grouped under 20 broad sections. Each section relates to a broad class of goods. The 
tariff is designed to group all goods relating to same industry and all the goods obtained from the same 
raw material under one Chapter in a sequential manner as far as possible. Excisable goods are classified 
beginning with raw materials and ending with finished products within the same chapter. 

6. Chapters are divided into headings. For example Section I would cover live animals, animal products, etc. 
Chapter 4 which falls within Section I covers only Dairy produce etc like milk shake mixture, milk powder 
etc. Chapter 5 would cover human hair, skins and parts of birds etc. 

note : In order to understand where the products should be categorized, it is necessary to see the Interpretative 
Notes contained at the beginning of the Tariff as well as see the Notes contained in the specific Section and 
Chapter. Thus, section notes, chapter notes along with interpretation rules cumulatively forms statutory principles 
for classification.

ABOUT CETA

It contains list of goods which are subject to Central Excise Duty. First schedule contains list of all goods which 
are subjected to excise duty. CETA has been modeled on lines on an International classification / coding system 
known as harmonised System of Nomenclature of commodities (hSN). hSN is 8 digit coding system.

First 2 digit : Chapter 

Next 2 digit : Tariff heading

Next 2 digit : Tariff sub heading

last 2 digit : Tariff item

BhOr INDUSTrIES lTD 1989 SC

Article not becomes liable to excise duty merely because of its specification in the Schedule to CETA. Movability, 
marketability and manufacture is also an important ingredient in order to attract excise duty.

It means to charge excise duty specification in schedule is necessary but not conclusive for charging excise 
duty.
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subject to a dutY of excise

Goods are subjected to excise duty only if it is
a. movable.
b. marketable.
c. manufactured in India
d. specified in First and Second Schedule to CETA; and

e. it is subjected to a duty of excise.

All the above condition is required to be checked at the time of completion of manufacture.

WAllACE FlOUr MIllS 1989 SC

Rate of duty specified in CETA was 16%. On the date of completion of manufacture Govt. issued a notification 
granting 100% exemption. Now the question was whether such goods are excisable goods or non - excisable 
goods?

Held by virtue of exemption notification the rate of duty was reduced to nil, the goods specified in CETA would 
still be regarded as excisable goods on which nil rate of duty was payable. 

Therefore goods are excisable but non - dutiable. Duty to be paid is nil. If the goods become excisable, Excise 
Act become applicable. Assessee is to get itself registered and all other procedural formalities are required to 
be complied with.

* Bamboos, Common salt, rock salt are excisable goods liable to ‘NIl’ rate of duty.

** live animals, live Trees, Newspaper and Maps though covered in the Tariff are not excisable goods as the 
rate column is blank.

NON - ExCISABlE GOODS

1. Non excisable goods are not defined in the Act. Therefore the goods which are not excisable goods are non 
- excisable goods. In other words goods which do not find mentioned in CETA are non - excisable goods or 
if found mentioned it has blank rate.

2. Excisable goods are non dutiable goods. Also excise act is not applicable to such units which are manufacturing 
non excisable goods.

NON DUTIABlE GOODS

1. Non - dutiable goods are those goods on which no duty is required to be paid.

2. They can excisable goods for which 100% exemption notification is issued or is subject to nil rate of duty. 
As soon as exemption notification is issued these goods become excisable and dutiable goods.

3. They can be non excisable goods.

status of eLectricitY

1. Electrical energy is mentioned in Chapter 27 of CETA. rate of duty is blank. Whether electrical energy is 
excisable goods or not?

 No, since no specified rate of duty is mentioned. SOlArIS ChEMTECh lTD 2007 SC

status of saLt

As per section 2(d) excisable goods includes salt and it is also mentioned in CETA but subject to nil rate of duty. 
Therefore Salt is excisable goods but non dutiable goods.

Questions and answers

Fill in the blanks
1. Goods covered by Central Excise Tariff but fully exempt from duty are ................. goods.
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2. Affixing brand name, labelling or relabelling and repacking from bulk pack to small pack of readymade 
garment ...... (is / is not) manufacture.

3. CETA specifies some............. as amounting to manufacture. This will be said to be manufactured ............. 
(even if / unless) as per court decisions they do not amount to manufacture.

4. Processing can amount to manufacture if a .............  (new / existing) and ................. (identifiable / similar) 
product known in the market emerges.

5. Waste / scrap will not be excisable unless it is specified in .................... 

Answer

1.  Excisable and non dutiable goods.

2. is

3. process | even if

4. New | Identifiable

5. CETA

True or false

1. Goods mentioned in CETA but fully exempt from excise duty are non excisable goods.

2. Waste and scrap are always treated as excisable goods.

3. Excise duty is payable on all sample, even if given free.

4. Parts used for repair or replacement during warranty period are excisable.

5. re packing of an already manufactured product would amount to manufacture in excise law.

6. CEA, Customs Act and service tax have to be consistent with Constitution of India.

Answer

1.  False; 

2. False

3. True

4. True

5. True

6. True

p1: Indicate whether the following activities will be liable to central excise duty?

(1) Manufacture of alcohol and wine.

(2) Manufacture of medicinal and cosmetic products containing alcohol.

(3) Manufacture of excisable goods in a factory located in Jammu & Kashmir.

(4) Production of excisable goods in notified designated areas at 210 nautical miles from the Indian landmass.

(5) Production of excisable goods in a factory located in SEZ.

(6) Manufacture of salt by the State Government.

(7) repairing, reconditioning or remaking.

(8) Manufacture of parts used for repair or replacement during warranty period.

(9) labeling or re-labeling of unit containers of chocolate.

solution:

(1) No. Entry 84 of the Union List of the Seventh Schedule specifically excludes alcoholic liquors for human 
consumption. Since, Entry 54 of the State list covers duties of excise on alcoholic liquors for human 
consumption, it may be liable to State excise duty.
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(2) Yes. Medicinal and cosmetic products containing alcohol are covered by Entry 84 of the Union list.

(3) Yes. The central excise law extends to Jammu and Kashmir.

(4) No. The central excise law extends to the notified designated areas in EEZ upto 200 nautical miles from the 
Indian landmass.

(5) No. The central excise law does not apply to goods manufactured in SEZ.

(6) No. Though there is no distinction between excisable goods produced by the Government and those produced 
by others, salt manufactured by any of the Government viz., Central or State is not leviable to excise duty.

(7) No, since repairing, reconditioning or remaking does not result in to emergence of a new product.

(8) Yes. Excise duty is a levy on manufacture. Therefore, it is of no importance as to whether the manufactured 
goods are sold, captively consumed, distributed as free sample or used for free repair / replacement during 
warranty period etc.

(9) Yes. Labeling or re-labeling of unit containers of the goods specified in Third Schedule to the Central Excise 
Act is deemed manufacture. Since chocolate is covered under Third Schedule, the labeling or re-labeling of 
its container will amount to manufacture.

p1 : Discuss briefly, whether excise duty is attracted on the excisable goods manufactured in the in the State of 
Jammu and Kashmir?

ans : Yes, excise duty is attracted on the excisable goods manufactured in the State of Jammu and Kashmir. 
Though originally the Central Excise Act, 1944 did not apply to Jammu and Kashmir, its application was extended 
to the same with the enactment of Taxation laws (Extension to Jammu and Kashmir) Act, 1954

standard rate of excise dutY

old rate upto 28-2-2015 new rate w.e.f 1-3-2015
12% + 3% = 12.36% 12.5% (No education cess is added)
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3 
relevant Date

levy, Collection and Assessment

introduction

Excise duty is levied on manufacture. Further on the date of completion of manufacture following further 
conditions should be satisfied.

• The goods should be movable and marketable.

• The goods should be specified in CETA and is subjected to duty of excise.

Now when should Govt. demand payment of duty?

• On the date of completion of manufacture.

• On the date of removal from the place of removal. (Factory or warehouse)

The law says rate of excise duty and valuation of excisable goods shall be done on the date of removal and 
not the date of completion of manufacture. [See rule 5(1)]. Point of levy is postponed to a later date. But 4 m 
condition is to be checked on the date of completion of manufacture and rate of duty and its value is checked 
on the date of removal.

ruLe 5(1). date of deterMination of appLicabLe rate of dutY & VaLuation
1. The rate of duty or tariff value applicable to any excisable goods, 
2. shall be the rate or value in force 
3. on the date when such goods are removed from a factory or a warehouse.

boMbaY tYre internationaL 1983 sc

Words in such manner as may be prescribed appearing in Section 3(1) qualify the word ‘collected’ and not the 
word ‘levied’. Thus levy is created by section 3 itself and collection of duty is left to be regulated by the rules.

Taxable event for the levy of excise duty is manufacture or production of excisable goods as it is duty on production 
or manufacture. however the collection point need not be equal to point of levy. Point at which duty is collected 
shall depend upon administrative convenience.

ruLe 4(1). dutY is paYabLe on reMoVaL
1. Every person who produces or manufactures any excisable goods, or 
2. who stores such goods in a warehouse, 
3. shall pay the duty leviable on such goods in the manner provided in rule 8 or under any other law, and 
4. no excisable goods, on which any duty is payable, 
5. shall be removed without payment of duty from any place, 
6. where they are produced or manufactured, or from a warehouse, 
7. unless otherwise provided.
note : Excise duty is payable on removal and not on sale. Though levy is on manufacture but actual collection 
is on removal.
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coLLection

First levy and then collection. No levy no collection. If there is levy collection is inevitable.

rate of duty prevailing 
on date of manufacture 

(lEVY)

rate of duty prevailing  
on date removal  

(COllECTION)

Whether excisable 
goods?

Effective rate of duty?

1. 16% 16% Excisable goods 16%
2. 16% EN 100% Excisable goods 0%
3. 16% EN 50% Excisable goods 8%
4. Nil 16% Excisable goods 16%
5. Blank 16% Non Excisable goods No duty
6. 16% Blank Excisable goods Dutiable at nearest rate of duty 

prevailing on the date of  
manufacture. 

WAllACE FlOUr MIllS 1989 SC
1. Time of removal of goods is the point of collection (rule 4). It does not make time of removal as taxable event. 

The taxable event is the manufacture. What if effective rates of tax prevailing on the date of manufacture and 
removal is different? Which rates shall prevail? rule 5 permits the department to apply the rates prevailing 
on the date of removal.

2. If the goods are excisable as on the date of manufacture then irrespective of whether they are exempt or not 
on that date, on the date of removal whatever is the duty liability has to be discharged.

3. If the goods are not excisable at all as on the date of manufacture, then on the date of removal there is no 
requirement to pay duty since at the date of manufacture there existed no duty liability at all.

Questions
1. Goods covered by Central Excise Tariff but fully exempt from duty are................... goods.
2.  Ownership of raw materials is ......................... for excise duty liability.
3. Enumerate the circumstances when raw material supplier will be treated as manufacturer.
4.  Who are the persons liable to pay Central Excise Duty?
5.  What is the significance of taxable event in central excise.
answer
1.  Excisable Goods
2.  Not relevant
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4 
Due Date of  

Payment of Duty

Actual E- Collection

ruLe 8 of centraL excise ruLes 2002

ruLe 8(1). due date of paYMent of dutY

Non - SSI

The duty on the goods removed from the factory or the warehouse during a month 
-  shall be paid by the 6th day of the following month, if the duty is paid electronically through internet 

banking and  
-  by the 5th day of the following month, in any other case. (Cheque)
-  Provided that in case of goods removed during the month of March, the duty shall be paid by the 31st day 

of March.

SSI

The duty on the goods removed from the factory or the warehouse during a quarter of the financial year
-  shall be paid by the 6th day of the month following that quarter, if the duty is paid electronically through 

internet banking and
-  by the 5th day of the month following that quarter, in any other case.
-  Provided that in case of goods removed during the month of March, the duty shall be paid by the 31st day 

of March.
note 1 : Assessee shall be treated as SSI if his aggregate value of clearances of all excisable goods for home 
consumption in the preceding financial year, computed in the manner specified in the said notification, did not 
exceed rupees four hundred lakhs. (rs. 4 crore)
note 2 : The manner of payment as specified in this proviso shall be available to the assessee for the whole of 
the financial year.
note 3 : e payment : Provided also that an assessee, who has paid total duty of ₹ 10 Lakhs or more including 
the amount of duty paid by utilization of CENVAT credit in the preceding financial year, shall thereafter, deposit 
the duty electronically through internet banking.
note 4 : The duty liability shall be deemed to have been discharged only if the amount payable is credited to the 
account of the Central Government by the specified date.
note 5 : If the assessee deposits the duty by cheque, the date of presentation of the cheque in the specified bank 
shall be deemed to be the date on which the duty has been paid subject to realization of that cheque.
note 6 : easiest : For e-payment, assessees should open a net banking account with one of the authorized 
banks. For effecting payment, assessees can access the ACES website and click on the e-payment link that will 
take them to the EASIEST portal or they can directly visit the EASIEST portal.

ruLe 8(3). interest in case of Late paYMent dutY

If the assessee fails to pay the amount of duty by due date, he shall be liable to pay the outstanding amount along 
with interest @ 18% p.a. on the outstanding amount, for the period starting with the first day after due date 
till the date of actual payment of the outstanding amount.
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example

Due date of payment 6-5-2012 Total Delay 94 days
Date of payment 8-8-2012 Interest
Outstanding amount ₹ 1,00,000 18% of 1,00,000 

--------------------- x 94 =  
    365

₹ 4,636.

coMparision betWeen serVice tax and excise

service tax excise act
limits POTr 50 l NA
limits for E payment atleast 10 l atleast 10l
limits for interest atleast 60 l NA
limits for SSP / SSI Atleast 10 l Atleast 400 l
Due date of payment of 
ST / ED

Depends upon whether assessee is Com-
pany / Individual / Firm. Also depends 
upon gross receipts of taxable services

Do not depends on nature of as-
sessee. Only depends on turnover 
of the assessee

assignment

p1 : The excise duty liability of X ltd for the month of December is ₹ 50,000. The details of payment of excise 
duty by X Ltd in the preceding financial year is as follows :

Amount of excise duty paid in cash ₹ 70,000
Amount of excise duty paid by utilising the CENVAT credit available on the 
inputs and capital goods.

₹ 35,000

Using the information furnished above, answer the following questions.
a. What is the due date for payment of excise duty by x ltd for the month of December.
b. Central Excise Officer argued that X Ltd is required to file the return for the month of December in the 

electronic form. Discuss whether the said argument is correct?
solution
The duty paid in preceding financial year including CCR is atleast ₹ 1,00,000 therefore it shall pay excise duty 
electronically. The due date of payment of duty shall be if SSI then 6th January. 
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5 
Manufacturer

helping India

introduction

Under Central Excise Act, 1944 assessee is liable for payment of duty of excise. Now who is assessee? Manufacturer. 
Who is manufacturer? The person who manufactures. Can owner of the factory be treated as manufacturer? No. 
Can supplier of raw material be treated as manufacturer? No. Then who is treated as manufacturer? The person 
who manufacture either himself or by employing hired labour is treated as manufacturer or who gets his goods 
manufactured under his direction and control.

section 2(f). Manufacturer

and the word “manufacturer” shall be construed accordingly and shall include 
- not only a person who employs hired labour in the production or manufacture of excisable goods, 
- but also any person who engages in their production or manufacture (Factory) on his own account.

analysis
It means a person who himself manufactures is also a manufacturer.

M.M. KhAMBhATWAlA SC

hired labour is a person who has no role to play in the manufacturing process except to receive his wages - the 
contract being of employer and employee. Employer is treated as manufacturer.

PhIlIPS INDIA lTD 1980 All hC

Meaning of engages factory on his own account : In order to bring a person within the ambit of this clause, it is 
necessary that a person get the goods manufactured by others under his direction and control. Though this person 
is not owning a factory, nor himself doing the manufacturing process still can be regarded as manufacturer if 
goods are manufactured under his direction and control.

If a person simply places the orders with a company for getting the goods manufactured according to his own 
specification and details, such a person would not be considered a manufacturer.

UJJAGAr PrINTS 1988 SC

The assessee supplied raw materials to job workers for making final product. Department held raw material 
supplier as the manufacturer. Assessee disputed and said real manufacturer is job worker. 

Held mere supplying of raw material to job workers and getting finished goods from them will not make supplier 
the real manufacturer. In the instant case job worker is the real manufacturer. Manufacturing is not taking place 
in the direction and control of supplier.

Question

Papadwala supplied certain raw material and inputs to several households ladies for making papads. The said 
ladies on their own premises, using their labour force made papads and received job charges. Papadwala did not 
supervise their undertaking. The department raised huge demand of duty on papadwala alleging he is manufacturer. 
Decide?

solution

Papadwala is not the manufacturer since manufacturing process is not carried out under their direction and control.
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job Worker

As we have seen job worker is the manufacturer since direction, control and supervision over manufacturing 
process is with job worker. raw material supplier is not treated as manufacturer. Job worker do not own the 
goods which he has manufactured. The goods are manufactured by job worker and then returned to the supplier 
of raw material. Excise duty is payable by the job worker.

however Govt. has come out with e/n 214 /86 which says that

Job worker shall be exempt from payment of duty in relation to the goods manufactured on job work if the raw 
material supplier gives an undertaking to the AC over the jurisdiction over the factory of the job worker to the 
effect of undertaking the responsibilities of discharging the excise duty liability on the final product.

Who gives the undertaking? raw material supplier
to whom? ac of job worker or ac of raw 
material supplier.

AC of job worker

What should be the content of undertaking? raw material supplier i.e. principal manufacturer undertakes 
to discharge the excise duty on the final product.

What is the effect of undertaking? Job worker shall not be liable for payment of excise duty instead 
principal manufacturer is liable for payment of excise duty.

section 4(3)(a). assessee

Assessee means the person who is liable to pay the duty of excise under this Act and includes his agent.

note 1 : Where the goods are removed from factory to warehouse, warehouse keeper is liable for payment of 
excise duty.

Question

1. Who is liable to pay the duty of excise?

 Manufacturer

2. Who is manufacturer? Can owner of the factory be treated as manufacturer? 

 No, the person who manufactures is a manufacturer.

3. Can supplier of raw material be treated as manufacturer? 

 No. The person who manufactures is a manufacturer. he can manufacture either himself or by employing 
 hired labour.

dutY LiabiLitY is on

Manufactured goods On the manufacturer
Warehouse goods On the warehouse keeper
procurer of molasses 
liable to pay excise duty 
on molasses

Where molasses are produced in a Khandsari sugar factory, the person who 
procures such molasses (not the person who produces the same) for use in the 
manufacture of any commodity has to pay the duty leviable on such molasses 
as if the molasses had been produced by the procurer.
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6 
Valuation of  

Excisable Goods

ED = rate x Value

introduction

1. First see whether goods are excisable or not. 
2. If excisable classify the goods and find the applicable rate of duty.
3. Check which valuation method is applicable and apply the appropriate method of valuation.
Excise duty is computed with reference to its value. rate of excise duty x value of excisable goods = Excise 
duty. Now how does one value excisable goods? As per section 4 assessable value is value charged by the 
manufacturer from the buyer. For this invoice is generated. Therefore we can say that value of excisable goods 
is invoice value. Can Govt. trusts this invoice value. Yes if certain conditions are satisfied. If the conditions are 
not satisfied then Govt. has prescribed Central Excise Valuation Rules 2000 where in method of computation of 
valuation is provided. 

Valuation of excisable goods for the purpose of charging excise duty

S 4 S 4A

AV = Tariff value 
fixed by the Govt.

u/s 3(2)

MRP based 
valuation(1)

(2)

(a) (b)

4 
conditions

Other
cases

AV = 
Transaction 

Value

AV = as per 
CEVR 2000

(3)

(a) (b) (c)

Assessee Related 
person

Place of
removal

(d)

Transaction
Value

If 4 conditions
not satisfied follow
CEVR

(cc)

Time of 
removal
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can goVt. fix the assessabLe VaLue on the basis of WhoLesaLe price instead 
of reLYing on the Manufacturer’s inVoice VaLue

1. Earlier transaction value was based on principle of NOrMAl WhOlESAlE PrICE. It means whatever 
manufacturer charged from the buyer was ignored for charging excise duty instead excise duty was computed 
on the basis of some average pricing called normal wholesale price. This was so even if manufacturer sold 
at higher price or lower price, sold to distributors or whole sellers or retailers. Sold at greatest quantity or 
smallest quantity. Market forces did determine the sale price but was not adopted for the valuation in excise.

2. The new section 4 essentially seeks to accept different transaction values which may be charged by the 
assessee to different customers, for assessment purposes. It enables valuation of goods for excise purposes on 
value charged as per market forces or commercial practices rather than looking for some average or notional 
value.

transaction VaLue = inVoice VaLue

is excise dutY LeVied on post Manufacture expenses?
BOMBAY TYrE INTErNATIONAl 1983 SC
All expenses incurred on account of the several factors which have contributed to the value of excisable goods 
upto the date of sale, are liable to be included. Consequently where the sale is effected at the factory gate, expenses 
incurred by the assessee upto the date of delivery on account of 
i. Storage charges
ii. outward handling charges
iii. interest on inventories
iv charges for other services after delivery to the buyer, namely after sales service and
v. marketing and selling organisation expenses including advertisement expenses are includible in VAlUE.
In other words whatever elements which enrich the value of the goods before their marketing are to be included 
in transaction value.
After this judgment following new section of TV was inserted.

section 4(3)(d). transaction VaLue

Part 1
Transaction value means
the price actually paid or payable for the goods, when sold, and 

It means if there is 
independent sale of goods 
or provision of services 
which are not connected 
with sale of main goods 
or not for reason of sale 

of main goods, then such 
value shall not be part of 

assessable value.

Part 2
includes in addition to the amount charged as price, 
any amount that the buyer is liable to pay to, or on behalf of, the assessee, 
by reason of, or in connection with the sale, 
whether payable at the time of the sale or at any other time,
Part 3
including, but not limited to, 
any amount charged for, or to make provision for, 
i. advertising or publicity,
ii. marketing and selling organization expenses, 
iii. storage, 
iv. outward handling, 
v. servicing,
vi. warranty, 
vii. commission or 
viii. any other matter. (It shall be part of TV if it is by reason of or in connection with sale of main goods).
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Part 4
but does not include the amount of duty of excise, sales tax and other taxes, if any, actually paid or actually 
payable on such goods.

analysis
1. Manufacturing of goods A + Trading of goods B. Trading of goods B part of TV if connected with sale of 

goods A. (E.g. Mobile phones + charger + head phones + data cable)
2. Manufacturing of goods A + Provision of services. Provision of services part of TV if connected with sale 

of goods A. (E.g. Machine + installation)

Questions and answers
What is the meaning of transaction value? It is the invoice value. What is the invoice value? It is the price actually 
paid or payable. Price paid or payable for what? for goods. When? When sold. Does invoice value includes only 
price payable for goods? No, if the seller recovers any other amount by reason of or in connection with sale then 
that amount is also includible in invoice value. What if recovery is not for reason of sale of goods? Then such 
amount is not included in invoice value. What if such additional recovery is payable after sale? Such additional 
recovery is also includible in invoice value since the word used is whether payable at the time of sale or at any 
other time. Will invoice value also include advertising expenses etc? Yes, it is specifically included as per the 
judgement of Bombay Tyre International Case also in part 3. Will packing charges be included in transaction 
value? Yes, if it is by reason of or in connection of sale.
Transaction value is ex duty. Sale price is cum duty. Base sale price is ex duty.

What if assessee adopts split up pricing system instead of consolidated pricing system?
As per CBEC circular if assessee includes all their costs incurred in relation to manufacture and marketing while 
fixing price payable for the goods and bills and collects an all inclusive price then valuation should not pose any 
problem as the transaction price shall be the assessable value.
But still, there could be situations where the amount charged by an assessee is split up into various elements like 
packing charges, warranty charges, service charges, dharamada etc these cases would require to be scrutinised 
carefully to ensure that duty is paid as per transaction value as defined u/s 4(3)(d). 
Any additional amount recovered which is in connection or by reason of sale should be included in transaction 
value.

packing charges / cost of packing Whether incLudibLe or not
As per part 1 definition transaction value is price paid or payable for goods. Packing charges are not goods. 
Packing charges do not fall in part 3 or part 4. Therefore this packing charges has to be checked with reference 
to part 2 definition. Now if packing charges are payable by buyer by reason of or in connection with sale then 
includible in transaction value. If not then not includible in transaction value.
CBEC circular : Section 4 does not make any specific reference to packing charges, this does not mean that charges 
relating to the packing will not form part of assessable value. As per commercial practice, the price payable for 
the goods normally includes the cost of packing charges. however at times separate charge may be billed for 
special packing, as per customer’s requirements. Since, any additional recovery for packing whether primary / 
secondary / special secondary or any other kind of protective packing are obviously charges recovered in relation 
to the sale of goods under assessment and will form part of transaction value of the goods. 
Is cost of reusable containers be included in transaction value ?
Normally the cost of reusable containers (glass, bottles, crates etc) is amortised and included in the cost of the 
product itself, Therefore the question of adding any further amount towards this account does not arise. But if 
audit of accounts reveals that the cost of reusable container has not been amortised and included in the value of 
the product then it shall be added.
Is rental charges or cost of maintenance of reusable metal containers included in transaction value?
Yes, since the amount has been charged by reason of, or in connection with the sale of goods, this amount will 
be added to the transaction value.
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dharaMada charges
As per part 1 definition transaction value is price paid or payable for goods. Dharamada charges are neither 
goods nor related to sale of main goods. Therefore Dharamada charges do not fall in either in part 2 or 3 or part 
4. Therefore this Dharamada charges has to be checked with reference to part 1 definition. Actually dharmada 
charges are price paid or payable for the goods. There is no agreement between manufacturer and buyer for 
utilisation of such dharmada charges for charity. It is also not at all necessary such dharmada charges shall actually 
be passed for charity purpose. The manufacturer can keep this amount to itself which is actually price paid or 
payable for the goods. (E.g. Lux soap and ITC copy where it is written on every sale made ₹ 1 shall be donated)

M/S PANChMUKhI ENGG WOrKS
The issue whether the amount of Dharamada collected from the buyers by the assessees is includible in the 
assessable value or not has been subject matter of dispute in a number of cases. recently in this case Supreme 
Court decided in favour of the revenue and hence included.

WarrantY charges
Warranty charges will also form part of assessable value, as it is charge in connection with production and sale of 
the goods recovered from the buyer. In this context, it may be clarified that it is immaterial whether the warranty 
is optional or mandatory. Since the value can be different for different transactions, wherever warranty charges 
are paid or payable to the assessee, in those transactions warranty charges shall form part of the assessable value. 
In those transactions where warranty charges are not recovered, the question of not including warranty charges 
in transaction value does not arise. (Also see BHEL case on issue of marketability in Page No 1.3)
Note : Extended warranty charges are not part of assessable value since it is not in connection with sale of main 
product.

treatMent of bought out iteMs (part or accessorY)
Part or accessory is bought from outside market. It is not manufactured by the assessee. Therefore conceptually 
no levy no duty.
Part : Part is an essential component of the whole without which the whole cannot function. It’s value shall be 
included in transaction value as per Part 2 definition.
Accessory : Accessory is secondary or supplementary or subordinate in nature and need not be essential for actual 
functioning of the main product. Value of accessory is not liable to be included in the assessable value of final 
product. however if assessee still pays duty on value inclusive of value of accessory, then he shall be allowed 
CENVAT credit of duty paid on accessory.

Car Tyre Part
Car Music system Accessory
Mobile head phone Accessory
Car Steering wheel Part
AC Stabilizer Accessory

interest for deLaYed paYMents / financing charges
Interest for delayed payments is a normal practice in industry. Interest under a financing arrangement entered 
between the assessee and the buyer relating to the purchase of excisable goods shall not be regarded as part of 
the assessable value provided that :
(a) The interest charges are clearly distinguished from the price actually paid or payable for the goods.
(b) The financing arrangement is made in writing.
(c) Where required, assessee demonstrates that such goods are actually sold at the price declared as the price 

actually paid or payable.

instaLLation, erection and coMMissioning expenses (traiL run expenses)
1. When the resultant final product is NON ExCISABlE
 The question of not including these charges in the assessable value of the product does not arise. As for 
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example, since a Steel Plant, as a whole, is an immovable property and therefore non excisable, no duty 
would be payable on the cost of erection, installation and commissioning of the steel plant. Instead service 
tax is levied.

2. When the resultant final product is EXCISABLE
 If the expenditure on erection, installation and commissioning has been incurred to bring into existence any 

excisable goods, these charges would be included in the assessable value of goods.
 Example : If machine is cleared from the factory and then installed at buyer’s premises 

trade discount
Discount of any type or description given on any normal price payable for any transaction will not form part of 
the transaction value for the goods if :
(a) Such discount is given on any normal price payable for that transaction. (Quantity discount, cash discount, 

dealer discount)
(b) It is established that the discount has actually been passed on to the buyer.
Further
Differential discounts to different customers cannot be objected if such discounts have been extended as per 
commercial considerations on different transactions to unrelated buyers. In other words, different actual prices 
for various transactions are to be accepted. 
note 1 :  Discount should be known to the buyer at the time of sale of goods from the place of removal. Damage 
discount passed on subsequent to sale is not a discount hence not allowed as deduction.

Questions
p1 : Sale price ₹ 1,00,000. Cash discount 5%. What is the assessable value.
p2 : Sale price ₹ 20 per unit. Quantity discount on purchase of more than 1000 units 10%. Mr. A purchases 300 
units. Mr. B purchases 2,000 units. What is assessable value.
p3 : Sale price ₹ 40 per unit. 5 units free on purchase of 100 units. What is assessable value if sale is of 100 units ?
ans : (1) 95,000 (2) Mr. A : 300 x 20 = 6,000. Mr. B : 2,000 x 20 = 40,000 – 4,000 = 36,000. (3) 105 x 40 = 
4200 – 200 = 4,000.

taxes Like saLes tax / excise dutY / and other taxes
Definition of transaction value itself mentions that whatever amount is actually paid or payable to the Govt. or 
the relevant statutory authority by way of excise, sales tax and other taxes, such amount shall be excluded.
• The words ACTUALLY PAID implies that if any excise duty or other tax is paid at a concessional rate for 

a particular transaction, the amount of excise duty or tax actually paid at a concessional rate shall only be 
allowed to be deducted from price.

• The words actually payable would normally come into play only in those situations where amount of excise, 
sales tax or other taxes is not paid at the time of transaction but paid subsequently. (E.g. Deferral scheme of 
sales tax)

assignment
p1 : Compute assessable value and excise duty for excise purpose where a manufacturer sells goods manufactured 
by him at ₹ 1,50,000 inclusive of ED @ 16.48% and VAT @ 4%.
p2 : Compute assessable value and excise duty for excise purpose where a manufacturer sells goods manufactured 
by him at ₹ 3,20,000 inclusive of ED @ 8.24% and VAT @ 12.5%.
p3 : J Ltd., manufactures product M. The sale prices of M is ₹ 45 per unit. The above includes 10.3% basic 
excise duty and also CST @ 2%. 10,000 units of product were removed from the factory. You are required to 
compute the assessable value per unit.
ans : (1) 1,23,824; 20,406. (2) 2,62,791, 21,654 (3) ₹ 40 per unit.
hint to p3 :  If x is assessable value, amount including excise duty @ 10.3% is 1.103. Add CST @ 2%. Then 
total price is 1.12506 x. Now, 1.12506 x = rs 45. hence, x i.e. assessable value is rs 40. hence, value for 
10,000 pieces is ₹ 4,00,000. Duty @ 10.3% is ₹ 41,200.
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p4 : P. Ltd. manufactures product ‘B’. The sale price is ₹ 30 per unit. The sale price includes 14.42% basic excise 
duty. Central Sales tax @ 3% is also included. 1,00,000 units were removed from the factory for sale. Calculate 
the total excise duty liability of P ltd. 
ans : AV of B is rs 25.4555 (by back calculations). On these, excise duty is to be calculated @ 14.42% and 
multiply by 1,00,000.

p5 : B Ltd. manufactures Eye Ointment. The sales price is ₹ 43 per unit. The sales price includes 14.42% excise 
duty. It also includes CST of 3%. Units cleared: Eye Ointment – 1,00,000 units, Calculate the total excise duty 
liability of B ltd.
ans : 1.178526 × AV = Rs 43.00. Hence, AV = ₹ 36.49. ED = 5.26. CST = 1.25

p6 : Determine whether following amounts part of assessable value or not.
1. Sales tax.
3. Cost of durable and returnable packing materials. Amortised cost included in TV.
4. Cost of durable and returnable packing materials. Amortised cost not included in TV.
5. Cost of packing.
6. Design and Development charges paid by buyer on behalf of seller to a third party.
7. Warranty charges. Separately charged and not shown in invoice.
8. Extended warranty charges. Separate invoice issued.
9. Cost of installation of machinery after clearance from the factory.
10. Cost of assembly of generator at client’s site.
11. Dharmada charges.
13. Interest on delayed payment.
14. Cost of packing at buyer’s request for safety during transport.
15. Quantity discount.
16. Cash discount. 
17. Trade discount.

p7 : Determine the total amount of Excise duty payable on a machine using the details given below : 

(i) Sale price of the machine excluding taxes and duties ₹ 2,00,000
(ii) Sales tax ₹ 20,000
(iii) Cost of durable and returnable packing included in the sale price given at (i) above – ₹ 5,000
(iv) Design and Development charges paid by buyer on behalf of seller to a third party ₹ 20,000. Not 

included above.
(v) Warranty charges charged separately by the seller ₹ 5,000.

rate of Excise duty 16.48%. Calculations should be supported by notes wherever, required.

solution

Sale price of machine 2,00,000
Adjustments
a. Sales tax 20,000. Not part of TV and assumed separately charged therefore no 

adjustment.
NA

b. Cost of durable and returnable packing : It’s cost should be amortised and deemed to 
be included in AV. It is part of TV and it is included in AV and hence no adjustment. 

NA

c. Design and Development charges paid by buyer : It is part of TV and it is not included 
in AV and hence include it.

20,000

d. Warranty charges : It is part of TV and it is not included in AV and hence include it.     5,000
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Transaction value 2,25,000
Excise Duty 16.48%    37,080
Sale Price 2,62,080
+ Sale Tax    20,000
Sale Price 2,82,080

p8 : M/s J ltd., Delhi are despatching 100 Machines‘ to their dealer in U.P. rate of Central Sales Tax Act @ 
6%. The retail price of the machine is ₹ 800 (exclusive of sales tax and excise). Dealers get discount of 15% on 
this price. Excise duty is 16.48%. Packing cost is ₹ 50 per piece. Manufacturer normally sales the goods with 
the packing. Transport charges are ₹ 1,500 incurred by buyer. What will be total value of Invoice? Prepare an 
Invoice showing copy, which will be useful for transport purposes
ans : 80,000 – 12,000 = 68,000 + 5,000 = 73,000 + 12,030 = 85,030 + 5,102 = 90,332 + 1,500 = 91.832

p9 : A manufacturer cleared some goods by charging excise duty. The invoice provided the following details:

Price 10,000
Excise duty @ 10.30%   1,030
Total 11,030

however, he came to know later that actual rate of excise duty is 12.36%. how much differential duty is payable 
by him, if he is not able to recover any extra amount from the customer?
ans : ₹ 183
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7 
retail Price  

Based Valuation

ED = rate x Value

VaLuation on the basis of retaiL saLes price (rsp) u/s 4a of the act
1. If all the following conditions are satisfied then duty is levied on basis of “RETAIL SALES PRICE”, 

Conditions are

a. The goods are excisable goods.
b. Such excisable goods are chargeable to duty with reference to the value. (ad valorem rates)
c. Such excisable goods should have statutory requirement to declare rsp on the package as per 

legal Metrology Act, 2009 or legal Metrology rules 2011.
d. The above goods are notified by the Central Govt. by notification in the Official Gazette.

 note : Goods + Excisable goods + ad valorem rates + lMA + OG = 4A.
2. If all the above conditions are satisfied then assessable value is deemed to be retail sales price declared on 

such goods less abatement.

retail Sales Price declared on such goods xxx
Less: Notified percentage of abatement (Abatement is computed by taking into account 
the amount of excise, sales tax and other taxes payable on such goods)

(xxx)

Deemed Assessable value for the purpose of levy of excise duty. xxx
note : retail doesn’t means goods sold in small quantity, “retail” here have reference only to rSP to be 
mentioned statutorily. Even if goods are sold in bulk quantities section 4A is applicable. Only requirement 
is that all 4 conditions should be satisfied.
note : Few of the goods covered under section 4A are chocolates, cold drinks

3. Meaning of retail sales price
 It means the maximum price at which the excisable goods in packaged form may be sold to the ultimate 

consumer and includes all taxes, local or otherwise, freight, transport charges, commission payable to dealers, 
and all charges towards advertisement, delivery, packing, forwarding and the like and the price is the sole 
consideration for such sale.
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8 
Other Methods 

of Valuation

ED = rate x Value

section 3a . poWer of centraL goVernMent to charge excise dutY on the 
basis of capacitY of production in respect of notified goods.
1. Central Government has been empowered u/s 3A to levy, computation and collect excise duty if there is 

major evasion of excise duty in regard to any goods. This is also charging section in addition to Section 3. 
2. Also Central Government is of the opinion that it is necessary to safeguard the interest of revenue it may 

specify the name of goods covered u/s 3A. 
3. If goods are covered u/s 3A then section 3 is not applicable. 
4. Central Government has notified the following goods in the Official Gazette as per S 3A. Total 5 goods.
 a. Pan Masala containing tobacco.
 b. Pan Masala not containing tobacco.
 c. Unmanufactured Tobacco Branded.
 d. Chewing Tobacco.
 e. Jarda Scented Tobacco.
5. In respect of above goods excise duty shall be computed with respect to annual capacity of production 

multiplied by rate of duty. The annual capacity of production shall be determined by an officer not below 
the rank of Assistant Commissioner.

6. Such annual capacity of production shall be deemed to be the annual production of such goods by such 
factory. This is so even if actual production is less.

7. however if factory is in operation only during a part of the year, the production thereof shall be calculated 
on proportionate basis of the annual capacity of production.

8. The rate of duty shall be specified by Central Government by notification in the Official Gazette.
9. The duty shall be paid by 5th day of same month. (It is advance payment of excise duty i.e. pay duty before 

the removal of goods).
10. An intimation in Form 2 shall be filed with the jurisdictional SCE before the 10th day of the same month.
11. If the manufacturer fails to pay the amount of duty by due date, he shall be liable to pay interest @ 18% 

p.a. on the outstanding amount, for the period starting with the first day after due date till the date of actual 
payment of the outstanding amount.

12. CCr is not available on inputs, input service and capital goods.

ruLe 15.  speciaL procedure for paYMent of dutY
1. One of the methods of computation of duty is rate of duty x value of excisable goods.
2. rule 15 has provided 2nd method of computation of duty. This is not charging section.
3. The Central Government shall specify the goods in respect of which an assessee shall have the option to pay 

the duty of excise on the basis of factors relevant to production of such goods.
4. In this connection Central Government has specified following 2 goods with rate of duty.

a. Stainless Steel Patties / pattas ₹ 40,000 per cold rolling machine per month.
b. Aluminium circles produced from sheets manufactured 

on cold rolling machines
₹ 12,000 per cold rolling machine per month.

 note : EC & ShEC is payable additionally.
5. CCr not available in respect of inputs, capital goods & input services.
6. The assessee shall make an application to SCE for availing this special procedure atleast 12 months before 
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so as to cover a period of 12 months.

differentiate betWeen coMpounded LeVY scheMe and dutY based on annuaL 
production capacitY under centraL excise.

compounded levy scheme duty based on annual production capacity
1. rule 15 of the Central Excise rules, 2002 provides 

for the compounded levy scheme.
Section 3A of the Central Excise Act, 1944 
provides for the duty based on production 
capacity.

2. Under compounded levy scheme, prescribed 
duty is paid for a specified period on the basis of 
certain factors relevant to production, like size 
of equipment employed, production capacity or 
some other criteria.

Under this scheme, prescribed duty is paid on 
the basis of annual production capacity of the 
factory.

3. It is presently applicable to stainless steel pattas/
patties and aluminum circles.

It is presently applicable to pan masala, 
unmanufactured tobacco, jarda scented tobacco 
and chewing tobacco.

4. It is an optional scheme i.e., in respect of the goods 
covered under this scheme, the manufacturer can 
also opt to pay duty as per normal rules.

This scheme is compulsory i.e, in respect 
of the goods covered under this scheme, the 
manufacturer cannot pay duty in any other 
manner.

section 3(2) & 4(2). fixing the tariff VaLue

The value of certain excisable goods is fixed under CETA. Presently, the values have been fixed for readymade 
garments (60% of rSP) and Pan Masala. These chapters are 61 and 62.

Sec 3(2) of the Act empowers the CG to fix or alter tariff values in respect of any excisable goods charged on 
ad-valorem basis. Duty is levied on so fixed tariff value irrespective of manufacturer’s sales price.

CG can fix different tariff values for
a. DIFFErENT classes of same goods, or 
b. SAME excisable goods with different description, or
c. Excisable goods of the same class or description-
 •  produced or manufactured by different classes of manufacturers.
 • sold to different class of buyers.

specific dutY
In this case duty is payable on basis of certain units like length, weight, volume, thickness. E.g.  ₹ 1,500 per 
1000 cigarettes. 
Advantage of specific duty

a. Simple method to collect excise duty.
b. Revenue remains static irrespective of price fluctuation. Therefore, it requires frequent revision in 

line with the fluctuation.
note : In case goods are subjected to specific rate of duty valuation is not required.

different method of valuation
S 4 S 4A S 3A rule 15 Tariff Value 

fixed by CG
Specific Duty

Covers virtually all 
excisable goods

lMA + OG Tobacco 
Products

Stainless steel 
/ Aluminium 

circles

Garment Cigarettes
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9 
Classification Rules 
as per CETA 1985

locating the goods for rate of duty & exemption

introduction
1. Excise duty is levied under section 3 of the Central Excise Act 1944.
2. The rate of duty to be levied on different types of manufactured goods is provided in First and Second 

Schedule to the Central Excise Tariff Act, 1985.
3. The first schedule has provided the name of all goods (more than 5,000 goods has been listed).
4. For ease of reference they have been classified into different sections and chapters.

• The tariff (8 digit coding of goods) is divided into 21 sections. 
• which are further divided into 98 chapters (out of which chapter 77, 97 and 98 are intentionally left 

blank for further use). 
• Chapters 1 (live animals), 6 (Vegetable Products), 10 (Cereals) and 12 (oil seeds) have blank rate 

columns therefore goods specified in these chapters are non excisable goods.
5. These chapters are divided into tariff headings.
6. These tariff headings are further divided into sub headings.
7, Such sub headings are further divided into various tariff items. (Specific name of goods).

Manner of coding

sections no coding tariff item 8 digit code rate of duty
Chapters 2 digit code Paper 4802 10 10 6%
Tariff heading 2 digit code Tissue Paper 4802 54 50 6%
Sub heading 2 digit code Tracing paper 4806 30 00 12%
Tariff item 2 digit code Wall Paper 4814 20 00 12%

chapter 66
Umbrellas and sun umbrellas including walking sticks,  

seat sticks, whips, riding crops, and parts thereof

notes
This chapter does not cover:
(a) Measure walking sticks or the like. (917)
(b) Firearm sticks, sword sticks, loaded walking sticks or the like (Chapter 93)
(c) Goods of chapter 95 (for example toy umbrellas, toy sun umbrella)

tariff item description of item unit rate of duty
(1) (2) (3) (4)

6601 Umbrellas and sun umbrellas including walking sticks, 
garden umbrellas and similar umbrellas

6601 10 00 - Garden u 6%
- Other: u 6%

6601 91 00 -- having a telescopic shaft u 6%
6601 99 00 -- Other (residual heading) u 6%
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note 1 : Residual heading shall be resorted only if the goods do not fall under the main classification.
note 2 : If 2 or more classifications are possible, then, classification shall be in assessee’s favour.
note 2 : Classification is done at the time of removal of goods for determining rate of duty, determining eligibility 
of exemptions and determining whether process amounts to deemed manufacture.
note 3 : The CETA contains notes to sections called section notes and notes to chapters called chapter notes 
which specify what goods are to be included in or excluded from such section, chapter or tariff heading / sub 
heading / item.
note 4 : CETA has also provided rules for interpretation of tariff. 
note 5 : All notes and rules are part of the Act itself and are to be used for classification of goods.
note 6 : Classification shall be first done by assessee and if the department wants to classify the goods under 
some other Tariff Heading then burden to prove such classification shall be on the Department. However once 
the department discharges its burden then burden of proof shifts back to the assessee.

note 7 : Provisions of Customs Tariff and Excise Tariff are identical since both are based on hSN. The tariff 
system is based on the harmonized System of Nomenclature (hSN), an internationally accepted product 
coding system, formulated under the General Agreement on Tariffs and Trade (GATT). 
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10 
Value Based Exemption 
Notification for Small 
Scale Industries (SSI)

Small is Beautiful

en 8/2003. introduction

The Govt. has come out with notification VALUE BASED EXEMPTION NOTIFICATION for small scale 
industries.

Here Govt. exempts the SSI from payment of excise duty if following conditions are satisfied.

1. It manufactures specified goods. (These are the goods reserved for SSI sector. Almost whole of CETA is 
covered. Therefore notification provides for list of ineligible goods. Though the notification covers most of 
the products, few products like tobacco products, pan masala, watches, matches and some textile products 
are specifically excluded from SSI exemption.

2. The aggregate value of clearances during the immediately preceding the financial year is upto ₹ 400 Lakhs.

 note 1 : Where a manufacturer clears the specified goods from one or more factories the exemption in this 
case shall apply to the aggregate value of clearances and not separately for each factory.

 note 2 : Where the goods are cleared by one or more manufacturers from a same factory, the exemption 
shall apply to the aggregate value of clearances and not separately for each manufacturer.

 note 3 : The aggregate value of clearances for home consumption by a manufacturer from one or more 
factories or from same factory by one or more manufacturers, does not exceeds ₹ 400 lakhs in the preceding 
financial year.

 then

3. First clearances of upto ₹ 150 lakhs for any financial year is exempt from payment of normal rate of duty 
(NrD is BED and SED); and

 All clearances of INTERMEDIATE GOODS which are used for further manufacture of any specified final 
product within the factory. (Captive consumption shall also be exempt).

for cLaiMing exeMption foLLoWing further conditions shouLd aLso be 
satisfied

1. A manufacturer who do not want to avail the benefit of exemption notification must exercise the option before 
effecting the first clearances at the normal rate of duty. Such option once exercised cannot be withdrawn during 
the remaining part of the financial year. The option shall be exercised by the manufacturer by informing in 
writing to the AC/DC with a copy to the SCE giving certain particulars.

 Is exemption mandatory?
 No.
 how to exercise the option of not availing exemption?
 By informing in writing to AC/DC with a copy to SCE.

2. The manufacturer shall not avail the credit of inputs (and input service) used in the manufacture of the 
specified goods cleared for home consumption, the aggregate value of first clearances of which does not 
exceed ₹ 150 Lakhs.

 However where the inputs are used in manufacture of specified goods bearing the brand name or trade name 
of another person, can avail credit of inputs since clearance of goods bearing the brand name or trade name 
of another person are dutiable goods.
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3. The manufacturer can aVaiL but shall not utiLise the credit on capital goods on the aforesaid 
clearances upto an amount of ₹ 150 Lakhs.

can exeMption be cLaiMed for those excisabLe goods Which are aLreadY 
non - dutiabLe ?

No since these goods are already non dutiable no further exemption is required. Following goods are already 
exempt from duty.
• Rate of duty in CETA is nil therefore it is non dutiable goods.
•  Rate of duty in CETA is 16% but Govt. issues a 100% exemption notification then it is non - dutiable goods.
•  Where principal manufacturer undertakes to pay ED on behalf of job worker under EN 214/86.

can exeMption be cLaiMed bY ssi if it cLears branded goods of another 
person?

No. It is to ensure that the SSI benefit is reached only to that SSI who do not sell branded products. To find out 
whether SSI is manufacturing branded goods of others it is immaterial whether such brand name or trade name 
is registered by other person or not. Whether such brand name has any value in the market.

When can ssi cLaiM exeMption if it cLears branded goods of another 
person?

1. If factory of SSI is located in rural area any excisable goods manufactured and removed exemption can be 
claimed.

2. Where the specified goods are in the nature of packing materials and are meant for use as packing material 
by or on behalf of the person whose brand name they bear. Packing material shall include labels of all kinds. 
E.g. Packing material of Domino’s

3. Where the specified goods are in the nature of components or parts of any machinery or equipment or 
appliances

 are cleared for use as OrIGINAl EQUIPMENT in the manufacture of the said machinery or equipment or 
appliances.

 by following the procedure laid down in the Central Excise (removal of Goods at Concessional rate of 
Duty for Manufacture of Excisable Goods) rules 2001.

4. Where the specified goods are account books, registers, writing pads and file folders.

benefits of ssi

1.  Due date of payment of duty is quarterly. (rule 8 of CEr)

2. registration is optional. (rule 9 of CEr)

3. Due date of filing of return is quarterly. (Rule 12 of CER)

4. CCr not available if exemption is claimed. (rule 6 of CCr)
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13 
General Procedures

Check & Control

registration
ruLe 9  registration

(1) Every person, who (a) produces, manufactures, (b) carries on trade (First stage dealer, second stage dealer), 
holds private store-room or warehouse or otherwise uses excisable goods (user of excisable goods is also 
required to get itself registered to claim CCr), shall get itself registered.

(2) The Board (CBEC) may specify person or class of persons who may not require such registration.

(3) The registration shall be subject to conditions, safeguards and procedure as specified by Board (CBEC) by 
notification.

notification no. 36 / 2001 : registration

1. Where goods are chargeable to nil rate of duty or are fully exempt from duty.

 A declaration in prescribed form is made.

2. Where the assessee is SSI and goods are chargeable to duty.

• Aggregate value of clearances was upto ₹ 90 Lakhs during immediately preceding FY : No Intimation 
No Declaration No Registration. If in case in current FY aggregate value of clearances exceeds ₹ 90 
Lakhs no need to file any declaration in current FY.

• Aggregate value of clearances has exceeded ₹ 90 Lakhs during immediately preceding FY : A Declaration 
in prescribed form is made.

3. raw material supplier who gets his goods manufactured from job worker.

 If principal manufacturer gives undertaking under E/N 214/86 : Principal manufactures gets itself registered.

 If principal manufacturer do not gives undertaking under E/N 214/86 : Job worker gets itself registered.

Questions
1. Mr. x manufactures goods not covered under CETA. Whether it should get itself registered?
 No, since it manufactures non excisable goods.
2. Mr. x manufactures goods covered under CETA but fully exempt from duty. Whether it should get itself 

registered?
 No, but declaration is required to be filed.
3. Mr. X is an SSI manufactures dutiable goods. It’s aggregate value of clearances was upto ₹ 90 Lakhs during 

immediately preceding FY. Is it required to file declaration.
 No.
4. Mr. X is an SSI manufactures dutiable goods. It’s aggregate value of clearances exceeded ₹ 90 Lakhs during 

immediately preceding FY. Is it required to get itself registered?
 No, it shall file declaration. However if aggregate value of clearances exceeded ₹ 150 Lakhs then it shall get 

itself registered.
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onLine appLication for centraL excise registration

(i) Application 

for 

registration:

Every person shall get himself registered with the jurisdictional Deputy or Assistant 
Commissioner of Central Excise by applying in the form provided for registration in 
the website www.aces.gov.in 
Following main disclosures should be made.

•  Ground plan of factory premises. (Physical document)

•  Details of manufacturing process. (Physical document)

•  Tariff classification of goods. (in the online form itself)
(ii) registration 

of different 
premises 
of the same 
registered 
person:

registration is of premises and not of the assessee. It means if a person has more than 
one premises requiring registration, separate registration certificate shall be obtained 
for each of such premises. Unlike in service tax where there is concept of central 
registration, this type of concept is not in excise.
however, if a person manufactures or carries on trade in goods falling under Chapter 
50 to 63 (textile articles) of First Schedule to the Central Excise Tariff Act, 1985 and 
has more than one premises requiring registration, he may obtain a single registration 
for all such premises, which fall within the jurisdiction of one Commissioner of Central 
Excise provided he declares the details of all such premises in the specified form.
Also, if a person manufactures Compressed Natural Gas (Tariff item 2711 of Central 
Excise Tariff) and has more than one premises requiring registration, which fall within 
the jurisdiction of one Chief Commissioner of Central Excise, he may obtain a single 
registration for all such premises with any of the Commissioner of Central Excise 
falling within the jurisdiction of the said Chief Commissioner. he will have to submit 
the details of all such premises along with the application for registration, subject to the 
condition that prior intimation shall be given before starting any additional premises 
subsequent to obtaining such registration

(iii) Online 
filing of 
application:

Application for registration or de-registration or amendment of the registration 
application shall be filed only online on the website www.aces.gov.in, in the forms 
provided in the website.

(iv) PAN based 
registration:

Applicant for registration shall mandatorily quote Permanent Account Number 
(PAN) of the proprietor or the legal entity being registered in the specified column 
in the application form, failing which registration will not be granted. Government 
Departments are exempt from the requirement of quoting the PAN in their online 
application.
The registration certificate contains Excise Registration No called Excise Control Code 
(ECC). It is 15 digit Alpha Numeric Code.

• First 10 digit is PAN.

• Next 2 digit is applicant status. EM : Manufacturer. ED : Dealer. EOU : EU

• Next 3 digit is No of premises.
(v) Applicant to 

quote e-mail 
address 
and mobile 
number

Applicant shall quote his e-mail address and mobile number in the requisite column 
of the application form for communication with the Department.

Business 
Transaction 
Numbers:

Business transaction numbers obtained from other Government departments or agencies 
such as Customs registration No (BIN No), Import Export Code (IEC) Number, 
State Sales Tax /(VAT) Number, Central Sales Tax Number, Company Index Number 
(CIN), Service Tax Registration Number, which have been issued prior to the filing of 
Central Excise Registration application, shall be filled in the form and for the numbers 
subsequently obtained, the application shall be amended.
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(vi) registration 
Number and 
Certificate

Pending post-facto verification of premises and documents by the authorized Officers, 
registration application shall be approved by the Deputy or Assistant Commissioner 
within 2 days of the receipt of duly completed online application form. A registration 
Certificate containing registration number shall be issued online and a printed copy of 
such Registration Certificate shall be adequate proof of registration and the signature 
of the issuing authority is not required on the said Registration Certificate.

(vii) Submission 
of 
documents:

The applicant shall tender self attested copies of the following documents at the time 
of verification of the premises:

(a) Plan of the factory premises;
(b) Copy of the PAN Card of the proprietor or the legal entity registered;
(c) Photograph and Proof of the identity of the applicant;
(d) Documents to establish possession of the premises to be registered;
(e) Bank account details;
(f) Memorandum or Articles of Association and list of Directors; and
(g) Authorization by the Board of Directors or Partners or Proprietor for filing the 

application by a third party.

(viii) Physical 
verification:

The authorized officer shall verify the premises physically within 7 days from the date 
of receipt of application through online. Where errors are noticed during the verification 
process or any clarification is required, the authorized Officer shall immediately intimate 
the same to the assessee for rectification of the error within 15 days of the receipt of 
intimation failing which the registration shall stand cancelled. The assessee shall be 
given a reasonable opportunity to represent his case against the proposed cancellation, 
and if it is found that the reasons given by the assessee are reasonable, the authorized 
Officer shall not cancel the registration to the premises.
On the physical verification of the premises, if it is found to be non-existent, the 
registration shall stand cancelled. The assessee shall be given a reason opportunity to 
represent his case against the proposed cancellation, and if it is found that the reasons 
given by the assessee are reasonable, the authorized Officer shall not cancel the 
registration to the premises recording the complete and correct address.

(ix) Transfer of 
Business or 
acquisition 
of factory:

Where a registered person transfers his business to another person, the transferee shall 
get himself registered afresh. Where an applicant has acquired an old factory from a 
Bank or a Financial Institution, he shall get himself registered afresh.

(x) Change 
in the 
Constitution

Where a registered person is a firm or a company or association of persons, then in 
the event of any change in the constitution of the firm leading to change in PAN, he 
shall get himself registered afresh. In other cases of change in constitution of business, 
where there is no change in PAN, the same shall be intimated to the jurisdictional 
Central Excise Officer within 30 days of such change by way of amendment to the 
registration details to be carried out online and this will not result in any change in 
the registration number.

(xi) De-
registration

Every registered person, who ceases to carry on the business for which he is registered, 
shall de-register himself by making an online application. Where there are no dues 
pending recovery from the assessee, application for deregistration shall be approved 
within 30 days from the date of filing of online declaration and the assessee shall be 
informed, accordingly.
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(xii) Cancellation 
of 
registration:

A registration certificate granted under rule 9 may be cancelled after giving a reasonable 
opportunity to the assessee to represent his case against the proposed cancellation 
by the Deputy or Assistant Commissioner of Central Excise, in any of the following 
situations, namely:—

(a) where on verification, the premises proposed to be registered is found to be 
non-existent;

(b) where the assessee does not respond to request for rectification of error noticed 
during the verification of the premises within 15 days of intimation; 

(c) where there is substantial mis-declaration in the application form; and
(d) where the factory has closed and there are no dues pending against the assessee.

Indian refrigeration Industries v Commissioner 2001 (SC)
1. Facts/Issues: The issues involved is whether the unit will be treated as a small scale unit for the purpose of 

availing exemption from the date of applying for the certificate of registration or from the date of issue of 
the certificate by the competent authority;

2. Decision: It was held that the registration certificate to be treated as effective from the date of applying for 
the certificate and not from the date of issuance.

fiLing of return
ruLe 12  fiLing of return
1. Monthly e return : Every Non SSI assessee shall submit to the Superintendent of Central Excise a monthly 

return in the form er 1 of production and removal of goods and other relevant particulars, within 10 days 
after the close of the month to which the return relates.

2. Quarterly e return : Every SSI assessee shall submit to the Superintendent of Central Excise a quarterly 
return in the form er 3 of production and removal of goods and other relevant particulars, within 10 days 
after the close of the quarter to which the return relates.

 note 1 : An assessee is treated as SSI if his aggregate value of clearances of all excisable goods for home 
consumption in the preceding financial year did not exceed rs. 400 lakhs.

3. e annuaL return : Every assessee shall submit to the Superintendent of Central Excise, an ANNUAl 
RETURN for the preceding financial year to which the statement relates in the form er 4 by 30th day of 
november of the succeeding year.

 note 1: The Central Government has exempted Indian Ordinance factory and other assessee who has paid 
ED of less than 100 Lakh from the filing of Annual Return.

4. E filing of return and statement is mandatory.

5. Where the return if not filed by due date then maximum penalty of ₹ 5,000 can be levied. (Rule 27).

6. All the above returns can be revised. .

Due date of payment Due date of filing of return Annual return  
if ED is atleast ₹ 100 Lakhs

Non SSI 5/6/ monthly 10th day monthly (Er 1) 30th Nov (Er 4)
SSI 5/6/ Quarterly 10th day Quarterly (Er 3) NA

7. Submission of return can also be said as self assessment.

ruLe 12  reVised return

1. ER1 / ER 2/ ER3 / ER 4 revised return can be filed, provided original return is filed within due date.

2. Revised ER 1/ER 2/ ER 3 return can be filed by the end of the calendar month in which the original return 
is filed.

3. Revised ER 4 return can be filed within one month from the date of submission of said Annual Return.
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note : If any mistake is noticed in after filing revised return then then CEO shall issue show cause notice to 
correct the mistake.

assignment

p1 : What is the last day of filing ER 4 return? 

solution
ER 4 for the preceding financial year to which it relates is filed annually by 30th November of the succeeding 
year [rule 12(2) of the Central Excise rules, 2002]. The name of the return is ANNUAl rETUrN (Er 4)

p2 : ANNUAL RETURN (ER-4) is required to be submitted by the assessees paying duty of atleast ₹ 4 crores 
p.a. through PlA”. Comment

solution
The said statement is false. ANNUAl rETUrN (Er 4) is required to be submitted latest by 30th November of 
succeeding financial year by the assessees paying duty of atleast ₹ 1 crore p.a. either through PLA or CENVAT 
Credit or both together.

inVoice
ruLe 11.  goods to be reMoVed on inVoice

(1) no invoice no removal : No excisable goods shall be removed from a factory or a warehouse except under 
an invoice signed by the owner of the factory or his authorized agent and 

 in the case of cigarettes, each such invoice shall also be countersigned by the inspector of ce or the 
Superintendent of CE before the cigarettes are removed from the factory.

(2) The invoice shall be serially numbered and shall contain the 
a. Manufacturers name and address.
b. Excise registration number, VAT & CST registration no.
c. Address of the concerned Central Excise Division.
d. Name of the consignee.
e. Date and time of removal of goods.
f. Mode of transport and vehicle registration number.
g. Description of goods.
h. Classification of goods and HSN No. (8 digit)
i. rate of excise duty and VAT / CST.
j. Quantity and value, of goods; and 
k. The duty payable thereon.

 Provided that in case of a proprietary concern or a business owned by hindu Undivided Family, the name 
of the proprietor or hindu Undivided Family, shall also be mentioned in the invoice.

(3) The invoice shall be prepared in triplicate in the following manner, namely:-
(i) the original copy being marked as OrIGINAl FOr BUYEr;
(ii) the duplicate copy being marked as DUPlICATE FOr TrANSPOrTEr;
(iii) the triplicate copy being marked as TrIPlICATE FOr ASSESSEE.

(4) only one copy of invoice book shall be in use at a time, unless otherwise allowed by the Assistant 
Commissioner of Central Excise, or the Deputy Commissioner of Central Excise, in the special facts and 
circumstances of each case.
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assignment

What is the last day of filing ER 4 return? 

Mention the last date of filing the following returns under the Central Excise Rules, 2002:

a. Er-4

b, Er-7

c. Filling of annual installed capacity statements

solution

a. ER-4 for the preceding financial year to which it relates is filed annually by 30th November of the succeeding 
year [rule 12(2) of the Central Excise rules, 2002]. The name of the return is  ANNUAl rETUrN Annual 
Financial Information Statement (Er-4)

b. Discontinued. ER-7 for the financial year to which it relates is filed by the 30th April of the succeeding 
financial year [Rule 12(2A) of the Central Excise Rules, 2002].


