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For Departmental use only

INSTRUCTION NO. 7/ 2009   
  विषय/SUB: Clarification on issues related to reversal of cenvat credit on WIP/ finished goods written off in the books of accounts – Regarding.         
                                 _____________________________________________________________________

        उपर्युक्त विषय पर केन्द्रीय उत्पाद एवं सीमा शुल्क बोर्ड, राजस्व विभाग, वित्त मंत्रालय, भारत सरकार की फा.सं. 267/141/2009-CX.8 से जारी परिपत्र सं. 907/27/2009-CX, दिनांक 07.12.2009, की प्रति क्षेत्रीय संगठन को सूचना , मार्गदर्शन एवं  आवश्यक कार्यवाही हेतु इसके साथ संलग्न की जाती है । उक्त  परिपत्र  स्वतः स्पष्ट है ।
      A copy of Circular No. 907/27/2009-CX, Dated: 07.12.2009 from F.No. 208/1/2005-CX.6, issued by the Central Board of Excise and Customs, Department of Revenue, Ministry of Finance, Government of India, on the above subject matter, is enclosed herewith for information, guidance and necessary action for the field formation. The said Circular is self – explanatory.

[एम. रहमान]
[M. RAHMAN]

                                                              संयुक्त आयुक्त (तकनीकी)

 JOINT COMMISSIONER (Technical)

फा.सं. F.No.IV/16-01/MP/09 



     दिनांक Dated: 11.12.2009 
संलग्नक  Encl. यथोपरि As above.

प्रतिलिपि प्रेषित   Copy to:-


 विभागीय डाक-सूची के अनुसार


 As per mailing list of the Deptt.

Circular No.  907/27/2009-CX 

F.No.267/141/2009-CX8  

 Government of India
Ministry of Finance
Department of Revenue
 (Central Board of Excise & Customs)

                                                                           New Delhi, dated the 7th December, 2009. 

To,

           All Chief Commissioners of Central Excise (including LTU),
           All Commissioners of Central Excise (including LTU),

           All Director Generals.

Sir/ Madam, 

Subject: Clarification on issues related to reversal of cenvat credit on WIP/ finished goods written off in the books of accounts -reg.

                References have been received from field formations stating that as per Rule 3(5B) of CENVAT Credit Rules, 2004, if the value of inputs is fully written off, then the manufacture is required to pay an amount equal to cenvat credit taken. However, there is no provision to demand reversal of credit taken on inputs which have gone into manufacture of work in progress (WIP), semi finished goods and finished goods which have also been written off fully in the books of accounts. 

2.       The matter has been examined. Rule 3(5B) of the CENVAT Credit Rules, 2004, provides that if the value of any input on which cenvat credit has been taken is written off fully in the books of accounts, then the manufacturer is required to reverse the credit taken on the said input. As far as finished goods in concerned, it is stated that excise duty is chargeable on the activity of manufacture or production. Even though liability for payment of tax has been postponed to the time of removal of goods for the factory, but still the legal liability to pay the excise duty has been fastened on the goods, when it has been manufactured or produced. Therefore, normally all goods manufactured suffer excise duty at the time of removal, but if the manufactured goods are destroyed due to natural causes etc.,  Rule 21 of Central Excise Rules, 2002, provides for remission of duty. Further, Rule 3(5C) of CENVAT Credit Rules, 2004, also requires reversal of credit on the inputs when the duty is ordered to be remitted under the said Rule 21. Therefore, if the goods have been manufactured, in that case, a manufacturer is liable to pay excise duty unless duty is remitted under Rule 21. Therefore, if the value of finished goods is written off, the manufacturer would be liable to pay excise duty or he would be required to reverse the credit on the inputs used, if duty has been remitted on finished goods. 

3.         As regard writing off work in progress (WIP), it is stated that if the WIP has reached the stage, when it can be considered as manufactured goods, in that case, the same treatment as applicable to finished goods, discussed in para2 above would apply. However, if the activity carried out on the WIP goods cannot be considered as amounting to manufacture, in that case, the said goods should be considered as input and the treatment for reversal of credit applicable to input would be applicable.   

4.     Trade & Industry as well as field formations may be suitably informed. 

 

5.     Receipt of this circular may kindly be acknowledged.

6.     Hindi version will follow. 

Yours faithfully,

(Amish Kumar Gupta)

OSD (CX-8)

