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OPINION

1.	QUERIST:  

M/s.Nova Carbons India Pvt. Ltd., 
B47, 48 & 49 SIPCOT Industrial Growth Centre 1, 
Gangaikondan,
Tirunelveli – 627 352.         

2.	FACTS:

2.1	Querist is manufacturing Coal based activated Carbons (HSN # 38021000) out of Semi Coke Coal (HSN # 27040090) by importing 100% from China. Querist has considered 31st Dec 2022 as closing date for exit out of EOU scheme and opt for EPCG scheme and initiated the de-bonding process on the basis of in principle letter from MEPZ. As on 31st December querist has imported raw material of 1000 Mts. and processed finished goods (ready to export) of 500 Mts. and the process normal loss is @ 50% (i.e., they get 50 Kg. of finished product out of 100 Kgs. raw materials).

2.2	With regard to imported raw materials querist is planning to discharge their duty liability by obtaining Advance License from DGFT as the benefits from drawback will be at lower side when compared with customs duty liability.

3.	QUERY:

In the above context, querist wants clarification on the following.

3.1	Whether to consider the finished goods (manufactured out of imported raw materials) for their de-bonding process?

3.2	If above question is Yes, then what will be the duty liability? (i.e. on the basis of finished product or on the basis of raw materials).

4.	OPINION:

4.1	We presume that the querist has cleared the goods imported by them under the EOU scheme in terms of Notification No.52/2003-Customs dated 31.03.2003. The explanation to Condition No.3 to the above notification reads as follows:
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“Explanation.- For the purpose of this paragraph, on payment of whole of duty of Customs leviable thereon under the First Schedule to the Customs Tariff Act 1975 availed as exemption, under this notification, on the inputs utilised for the purpose of manufacture of finished goods [other than falling under Fourth Schedule of Central Excise Act, 1944 (1 of 1944)] before clearance of such finished goods (including by-products, rejects, waste and scrap arising in the course of production, manufacture, processing or packaging of such goods) or services on payment of applicable, Goods and Service Tax leviable thereon, in Domestic Tariff Area or as are in stock at the time of exit, it shall be treated as if no exemption was availed under this notification”.

4.2	From the above, it can be seen that in cases where the querist has finished goods available at the time of exit, then, on whatever is the imported material content in the quantum of such finished goods, appropriate customs duty becomes payable. Or in other words, the duties that ought to have been paid but for the exemption under this EOU notification need to be paid. This will mean that duty exemption has not been availed for such materials which are contained in the finished goods now available at the time of exit.

4.3	Apart from payment of such customs duty, applicable CGST / SGST / IGST under the GST provisions need to be paid on the finished goods at applicable rate. This will mean that at the time of exit these finished goods will suffer appropriate GST.

4.4	In other words, the finished goods can be cleared at the time of de-bonding process without export, subject to the condition that import duties applicable on the imported material content in the finished goods and also applicable CGST / SGST / IGST on the finished goods as such, are paid.

4.5	The unit may opt for EPCG and Advance authorisation schemes for exit. This will apply to used capital goods and raw materials/inputs lying unutilised. However, materials already used for producing finished goods will not be within the scope of advance authorisation to be taken at the time of exit. For those, procedure mentioned in para 4.4 should be applicable.





S. MURUGAPPAN

sm/ss

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the queriest and further based on the laws and rules prevalent as on date and the understanding of such provisions by the author and is meant for the private use of the person to whom it is provided without assuming any liability for any consequential action taken based on the views expressed here.

