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Dated :   March  15 , 2007.

STANDING ORDER  NO.   15/2007

	Sub :
	Eligibility of benefits under Notification No. 21/2005-Cus dated 01.03.2005, 39/2005-Cus dated 02.05.2005 and 6/2006-C.E. dated 01.03.2006 on inputs used in manufacture of Mobile Handsets including Cellular Phones in a unit under EOU Scheme :Regarding :

---------------------------------------------------------------------------------------------------



A copy of Board’s letter F.No. DGEP/EOU/450/2006, dated 09.02.2007, issued  by the Addl. Director General (EP), Directorate General of Export Promotion,  Central Board of Excise & Customs, Department of Revenue, New Delhi, on the above subject, is  enclosed herewith for information, guidance and necessary action.

2.
The same is brought to the notice of all the officers and staff and field formations for information, guidance and strict compliance. Difficulties, if any, in implementation of the instructions contained in the said circular may be brought to the notice of this Office, immediately.

                                                                          

( RAKESH KUMAR SHARMA)

                                                                                       


COMMISSIONER

 Encl : As Above.              

Copy to :  As per Mailing List. 

F.No.DGEP/EOU/450/2006
Govt. of India
Ministry of Finance
Department of Revenue

Central Board of Excise & Customs  

Directorate General of Export Promotion
                                                                             New Delhi, the  9TH February, 2007
 
To 
All Chief Commissioners of Customs/ Central Excise/ Customs & C.Ex.,
         Sub : Eligibility of benefits under Notification No. 21/2005-Cus dated 01.03.2005,  39/2005-Cus dated 02.05.2005 and 6/2006-C.E. dated 01.03.2006 on inputs used in manufacture of Mobile Handsets including Cellular Phones in a unit under EOU Scheme :Regarding
         It has been brought to the notice that at the time of DTA sale of mobile hand sets including cellular phones in accordance with the Foreign Trade Policy, a dispute is raised whether on the imported parts of mobile or cellular phones the benefit of notifications  21/2005-Cus dated 01.03.2005, 39/2005-Cus dated 02.05.2005 and 6/2006-C.E. dated 01.03.2006 is available or duty is payable in terms of notification 21/2002-Cus dated 01.03.2002 read with Ist proviso to Para 3 notification 52/2003-Cus dated 31.03.2003 read with Board’s circular no.54/2004-Cus dated 13.10.2004.

2.    The matter has been examined. It is seen that parts, components and accessories of mobile hand sets including cellular phones are exempted from basic customs duty, additional duty of customs under Section 3(1) and Section 3(5) of the Customs Tariff Act,1975 under notification no. 21/2005-Cus dated 01.03.2005 and 39/2005-Cus dated 02.05.2005 with a condition that the importer has to follow the procedure set out in the Customs (Import of Goods at Concessional Rate of Duty for Manufacture of Excisable Goods) Rules,1996. These parts, components and accessories of mobile hand sets including cellular phones are also exempted from excise duty under notification no. 6/2006-C.E. dated 01.03.2006 as amended with a condition that the manufacturer has to follow the procedure set out in the Central Excise (Removal of Goods at Concessional Rate of Duty for Manufacture of Excisable Goods) Rules,2001. The DTA manufacturers of mobile phones are thus entitled to import/indigenously procure parts, components and accessories of mobile handsets including cellular phones free of duty under the aforesaid notifications whereas EOU units are being denied the benefit of these notifications.
3.       Such parts, components and accessories import/ procured indigenously by an EOU are used for manufacture of mobile handsets including cellular phones in their licensed premises under section 58 & 65 of Customs Act, 1962. It follows the provisions of Manufacturer and other Operations in Warehouse Regulations, 1966 and execute a Bond   B-17 biding it self in respect of end use of the imported/indigenous goods, to maintain records of receipt, consumption and balance in stock and to pay duty on inputs in case they are not used in connection with production within a period of three years along with interest. Further, EOU follows procedure of procurement certificate/CT-3 certificate for import/indigenous procurement, gives information of receipt of the goods which are physically verified and warehoused by the officer in-charge and re-warehousing certificates are issued. These are mandatory features of the EOU scheme for unit operating under EOU notification 52/2003-Cus and 52/2003-CE. Thus an EOU following such a procedure substantially satisfies the requirements of the Rules to be followed as stipulated under the notifications  21/2005-Cus dated 01.03.2005, 39/2005-Cus dated 02.05.2005 and 6/2006-C.E. dated 01.03.2006.

4.       Despite observance of the provisions of the above rules in spirit, if EOUs are denied exemption on parts, components and accessories on the grounds that these notifications are not applicable to EOUs, it would put EOU manufacturers at a disadvantageous position vis-a vis DTA manufacturers. This is not the intention behind the relevant provision of EOU notification 52/2003-Cus and 52/2003-CE. Accordingly, it is hereby clarified that exemption of customs and central excise duties on parts, components and accessories of mobile hand sets including cellular phones under notification no. 21/2005-Cus dated 01.03.2005, 39/2005-Cus dated 02.05.2005 and 6/2006-C.E. dated 01.03.2006, shall be applicable for EOUs, if all substantive conditions of rules required to be followed under these notifications are fulfilled by an EOU to the satisfaction of the jurisdictional Asstt./Dy. Commissioner of Customs or Central Excise, as the case may be.

5.       Difficulties, if any, in implementation of the above clarification, may be brought to the notice of the Directorate General of Export Promotion, New Delhi.

6.       This issues with the approval of CBEC. 
 
7.       Receipt of this Clarification may kindly be acknowledged.
                                                                                                     Yours faithfully

                                                                                                  (Pawan Kumar Jain)

                                                                                            Addl. Director General (EP)

