





FOR FIEO NEWS
UNION BUDGET 2010-11
(INDIRECT TAXATION)

The Salient Features of the changes in Customs, Central Excise & Service Tax  Rules, Procedures & Duties are as under:

A.
CUSTOMS

· There is no change in the overall rate structure of basic customs duty. The peak rate of 10% and the lower rate slabs are being maintained. 
· The following changes have been made in the duty structure applicable to crude petroleum and refined petroleum products: 

(i) basic customs duty on crude petroleum is increased from Nil to 5%.  (ii) basic customs duty on Motor Spirit (petrol) and HSD (diesel) is increased from 2.5% to 7.5%. (iii) basic customs duty on some other specified petroleum products is  increased from 5% to 10%. 

· The rates of duty on precious metals are being increased, whether these are imported as cargo or baggage (except platinum). The details are as under: 
	Sl. No.
	Description of goods
	From
	To

	1
	Serially numbered gold bars (other than tola bars) and gold coins 
	Rs.200 per 10 gram
	Rs.300 per 10 gram 

	2
	Other forms of gold 
	Rs.500 per 10 gram 
	Rs.750 per 10 gram 

	3
	Silver 
	Rs.1000 per kg 
	Rs.1500 per kg 

	4
	Platinum 
	Rs.200 per 10 gram 
	Rs.300 per 10 gram 


· Outright exemption from additional duty of customs (of 4%) leviable under sub-section (5) of section 3 of the Customs Tariff Act, 1975 is being provided to goods imported in a pre-packaged form and intended for retail sale.
· Full exemption is also being provided to mobile phones, watches and ready made garments falling under specified headings of the Tariff. 
· The exemption based on refunds contained in notification No. 102/2007-Customs dated 14.9.2007 is also being retained to enable other importers to claim exemption by way of refund, if VAT is paid on the goods. Full exemption from this duty is also being provided to Carbon Black Feedstock and Waste Paper. 

· The following projects are being notified under heading 98.01 (6): 

(i) Cold storage, cold room (including farm pre-coolers) or industrial projects for preservation, storage or processing of agricultural, apiary, horticultural, dairy, poultry, aquatic & marine produce and meat- (5% basic duty) 

(ii) Project for installation of Mechanized Handling Systems & Pallet Racking Systems, in mandis or warehouses for food grains and sugar (basic customs duty 5% +nil CVD + Nil Spl CVD) 

(iii) Mono Rail Projects for urban public transport (5% basic customs duty) 

(iv) Setting up of Digital Head End (5% basic customs duty + Nil Spl CVD) 

· Important relief measures are as under: 

Full exemption to – 

· Truck Refrigeration units for the manufacture of refrigerated vans/trucks 

· Bio-polymer/bio-plastics (HS Code 39139090) used for manufacture of biodegradable agro mulching films, nursery plantation & flower pots 

· Tunnel Boring machine for hydro-electric power projects 

· Ground source heat pump (geo-thermal energy) (with full exemption from special CVD of 4%) 

· Specified capital goods and raw materials for the manufacture of electronic hardware. 

· Specified parts namely, batteries including battery chargers, electric motors and AC or DC motor controllers imported for manufacture of all categories of electrical vehicles including cars, two wheelers and three wheelers (like Soleckshaw) with CVD of 4% and full exemption from special CVD till 31.03.2013. 

· Parts for the manufacture of battery chargers and hands-free headphones (accessories of mobile phones) along with full CVD and special CVD (time-bound) exemption 

· Specified components, raw materials and accessories for the manufacture of sports goods (Nil basic duty) 

· Security thread, security fibres, M-features for use in the manufacture of security paper by Security paper Mill, Hoshangabad. 
· Concessional basic customs duty of 5% to- 
· Specified agricultural machinery e.g. paddy transplanter, laser land leveler, cotton picker, reaper-cum-binder, straw or fodder balers, sugarcane harvesters, track used for manufacture of track-type combine harvester 
-
Specified machinery for tea, coffee and rubber plantation is being extended upto 31.03.2011 (along with full excise/ CVD exemption) 
-
Machinery items, instruments, appliances required for initial setting up of solar power generation projects or facilities with full exemption from excise duty/ CVD 

· Other concessions- 

-
Basic customs duty on long pepper from 70% to 30%. 

-
Basic customs duty on „asafoetida‟ (heeng) from 30% to 20%. 

-
Basic customs duty on magnetrons of upto 1,000 kw for the manufacture of domestic microwave ovens from 10% to 5%. 

-
Basic customs duty on Rhodium from 10% to 2%. 

· The conditions imposed on Duty Free import of specified road construction machinery items are relaxed to allow the sale or disposal of such machinery items on payment of customs duties on depreciated value at the rate of duty applicable at the time of import and to relocate or re-deploy the machinery imported under the exemption to another road construction project for which the importer would have been otherwise eligible to claim the benefit of the exemption. Pending cases, if any, may be disposed of accordingly. 
· Gold ore and concentrate are being fully exempted from basic customs duty and special additional duty of customs. They will, however, be chargeable to CVD @ Rs.140 per 10 gram of gold content. This duty structure is subject to actual user condition. 

· The current limit of Rs. 1 lakh per annum for duty free import of samples in terms of notification no. 154/94-Customs dated 13.7.1994 is being enhanced to Rs. 3 lakh per annum.
· All medical equipments (with some exceptions) will attract 5% basic customs duty, 4% CVD/ excise duty and Nil special additional duty of customs [i.e. effective duty of 9.2%.
· Parts required for the manufacture and accessories of medical equipment will also attract 5% concessional basic customs duty with Nil special CVD. This concession is not confined to parts classifiable in Chapter 90 but to parts falling under any chapter of the tariff. 

· Customs duty on movies/ motion pictures recorded on cinematographic film or digital medium (CD/DVD etc.) would be charged only on the cost of the medium and the freight and insurance. The exemption would also apply to music and gaming software (meant for use with gaming consoles) but not to such goods when they are imported in a pre-packaged form for retail sale.
· Full exemption from customs duty is being provided to promotional material like trailors, making of films etc. imported free of cost in the form of electronic promotion kits (EPK)/Betacams. 

· Electrical energy supplied from a Special Economic Zone to the Domestic Tariff Area and non - processing areas of SEZ would now attract duty of 16% ad valorem + Nil Special CVD. This change is being made retrospectively w.e.f. 26th June, 2009. 
· Other Legislative Proposals: 

The provisions relating to Settlement Commission in Section 127 of the Customs Act, 1962 have also been amended on the lines of Central Excise to expand the scope of cases that may be taken up for settlement, to enable repeated applications for settlement except in specified cases and to empower the Commission to extend the period for disposal of cases by three months. 
II. CENTRAL EXCISE 
· The standard rate of excise duty (CENVAT) for non-petroleum goods has been increased from 8% to 10%. The increased rate would apply to all such goods that hitherto attracted the general rate of 8% except in a few cases where a fresh exemption or concession has been given. The lower rate of 4% is being retained. However, there are some items for which this rate has either been enhanced to the standard rate or fully exempted. These exceptions are discussed later. 

· The rates of duty on cement have also been revised upwards suitably. 
· Excise duty on cement clinker has been increased from Rs.300 per metric tonne to Rs.375 per metric tonne. 
· The rates of excise duty on Motor Spirit (petrol) and HSD (diesel) have been increased by Re.1 per litre. 
· The rates of basic excise duty have been raised on all forms of tobacco and tobacco products.

· A Clean Energy Cess is being imposed on coal, lignite and peat produced in India. This cess would be levied and collected as a duty of excise from coal mines. 
· Exemptions or concessions have been withdrawn on   Mosquito nets impregnated with insecticides; Av gas; Microprocessor for computers (other than motherboard), Floppy disk drive, Hard disk drive, flash drive, CD/DVD and Combo Drive meant for external use; Baby & clinical diapers and sanitary napkins; Open top sanitary (OTS) cans and Goggles, other than those for correcting vision.
	
	
	
	


· Full exemption from excise duty has been provided in Betel nut product known as “Supari”; Dementholised oil, Deterpenated Mentha oil, Spearmint/ Mentha Piperita oils and all intermediates and by-products of Menthol; Toy balloons made of natural rubber; Articles of bedding wholly made of quilted textile materials; Excise duty exemption on specified plantation machinery is being reintroduced upto 31.3.2011; Goods supplied to mega power projects –(i) from which power supply has been tied up through tariff-based competitive bidding, or (ii) awarded through tariff-based competitive bidding. Rule 6 (6) of the Cenvat Credit Rules is also being amended so as to allow Cenvat credit of duty paid on inputs used in the manufacture of such exempted supplies;  Few more specified raw materials for the manufacture of rotor blades for wind operated electricity generators; Self-loading/self-unloading trailers & semi trailers for agricultural purposes (tariff item 8716 20 00) 

· Full exemption from excise duty presently available to 20 specified equipments for preservation, storage or transport of agricultural produce has been extended to apiary, horticultural, dairy, poultry, aquatic & marine produce and meat as well as processing thereof. 

· Miscellaneous increase and rationalization:

Excise duty on DTA clearances of plain gold and silver jewellery manufactured by a 100% EOU is being increased from (i) Rs.500 per 10 gram to Rs.750 per 10 gram for gold jewellery; and (ii) Rs.1000 per kg to Rs.1500 per kg. for silver jewellery. 

· The rates of excise duty are being equalized/ unified in the following cases: 

-
maize starch, tapioca starch and potato starch at 4% 

-
umbrellas, umbrella parts and umbrella cloth panels at 4% 

-
ceramic tiles manufactured in kilns fired by not using electricity, 

and other ceramic tiles at 10%, with Cenvat credit. 

· Procedural simplification measures: 

· Small Scale sector: 

· There are two significant procedural relaxations/ concessions that have been made for the SSI sector. These are:
(i) Full Cenvat credit on capital goods in one instalment in the year of receipt of such capital goods in the factory 
(ii) Payment of duty on quarterly rather than monthly basis 

· Some of the other procedural simplification measures that are contained in the budget proposals are as under: 

· Pre-authentication of invoices has been dispensed with. 
· Benefit of allowing Cenvat credit to be reversed on proportionate basis   basis (when common inputs are used for the manufacture of dutiable and exempt products) is being extended retrospectively for pending cases. Suitable provisions have been incorporated in the Finance Bill, 2010 (clauses 68 to 72) 

· Accelerated depreciation of the credit amount has been allowed for reversing credit taken on computers and computer peripherals when they are cleared after use in the factory 

· Movement of moulds, dies, jigs and fixtures by the main manufacturer to vendors (other than job-workers) without loss of Cenvat credit has been facilitated by suitably amending the Cenvat Credit Rules 

· In cases of voluntary payment of duty under section 11A (2B) of the Central Excise Act, it is being clarified that no penalty shall be imposed 

· Settlement of cases through the Settlement Commission has been liberalized by removing restrictions on the nature of cases that may be settled and the number of times the Commission may be approached by an assesse.  

SERVICE TAX
· Export of Service Rules, 2005 have been amended as follows:

· The taxable service, namely ‘Mandap Keeper Service’ has been shifted from the list under rule 3(1) (ii) [i.e. performance related services] to the list under rule 3(1)(i) [immovable property related services] and three taxable services, namely ‘Chartered Accountant Services’, ‘Cost Accountant Services’ and ‘Company Secretary’s Services’, have been shifted from the list under rule 3(1) (ii) [i.e. performance related services] to the list under rule 3(1)(iii) [residual category of services]. Notification No.6/2010-ST, dated 27th February 2010 refers. Identical changes have been made under the Taxation of services (Provided from Outside India and Received in India) Rules, 2006 as well (Notification No.16/2010-ST, dated 27th February 2010 refers); 
· The condition prescribed under rule (2) (a) i.e. ‘such service is provided from India and used outside India’ has been deleted (Notification No.6/2010-ST, dated 27th February 2010 refers).
· AMENDMENT TO NOTIFICATION NO. 5/2006-CE(NT) ISSUED UNDER RULE 5 OF THE CENVAT CREDIT RULES, 2004 
FIEO had made a number of representations regarding difficulties being faced in availing the benefit of refund of accumulated credit under the scheme prescribed under Notification No. 5/2006-CE (NT) dated 14.03.2006, issued under rule 5 of the CENVAT Credit Rules, 2004. Accordingly, Notification No. 5/2006(CE) (NT) has been amended vide Notification No. 7/2010-CE (NT), dated 27th February 2010. This mainly deals with the procedure that needs to be adopted in case of the new refund claims. However, to resolve the disputes arising on account of the wordings/ illustration provided in the notification, the same is  amended retrospectively (w.e.f. 14.03.2006) (Clause 73 of the Finance Bill, 2010 refers) so as to resolve the disputes in respect of pending cases as well. 
The Salient Features of these changes are as follows:

Retrospective changes effected from 14.03.2006 (i.e. from the date of issue of notification)
· The words “in relation to” have been added in main condition (a) of the Notification.

· The word “in’ contained in main condition (b) of the said Notification has been replaced with “for”.

The above two changes ensure that the provisions of the refund notification and the CENVAT Credit Rules are aligned and that refund is granted on all goods or services on which CENVAT can be claimed by the exporter of goods or services.

· The illustration given in condition 5 of the Appendix to the Notification has been deleted. This ensures that refund of CENVAT credit which has been availed in the period prior to the quarter/ period for which the refund has been claimed is also eligible for refund. The refund claims should be calculated only on the basis of the ratio of the export turnover to the total turnover of the claimant. Thus, if the CENVAT credit available to the exporter at the end of the quarter, or month, as the case may be, is Rs. 1 crore, and the ratio of export to total turnover during the quarter is 50%, then Rs. 50 lakh should be refunded to the exporter. The essence of the changes is that refund shall be available for all goods, or input services, on which CENVAT is permissible and should be processed accordingly. Further, refund of CENVAT should not be linked to CENVAT taken in a particular period only.

Prospective changes

· The conditions A and B given in the Annexure to the Notification are being deleted, and the details required to be given under these conditions, along with certain additional details, are to be furnished by the claimant in a table, which has been prescribed in condition A. The table should be certified by a person authorized by the Board of Directors (in the case of a limited company) or the proprietor/partner (in case of firms/partnerships) if the amount of refund claimed is less than Rs.5 lakh in a quarter. In case the refund claim is in excess of Rs.5 lakh, the declaration should also be certified by the Chartered Accountant who audits the annual accounts of the exporter for the purposes of Companies Act, 1956 (1 of 1956) or the Income Tax Act, 1961 (43 of 1961), as the case may be. This verification is aimed at reducing the checking of voluminous records which is required to be done by the officers processing the refund claims and ensure faster processing of refund claims.
· Consequential changes by introducing the words “in relation to” and “for” in the Annexure to the Notification have been brought to bring them in line with the amendments made in the main conditions of the Notification.
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