
significant amendment effected by the
budget 2003 in Central Excise Act, 1944
with effect from 01.03.2003 is the further
widening of the ambit of the definition of
the terms 'manufacture' & 'manufac-

turer'. The scope of the word 'manufacture' has been
enlarged in such a manner so as to include even the activ-
ities, like 'labeling or re-labeling' & 'altering the retail sale
price in its ambit, in relation to the goods specified in the
Third Schedule to the Act. To put it simply, if a person
affixes a sticker containing MRP declaration, he becomes
the 'manufacturer' under Central Excise. Again, a trader
will come under the net of Central Excise as a 'manufac-
turer' in case he tampers with the MRP printed on the
retail sale packets.

In Section 2 of the Central Excise A ct, 1944, in clause
(f), for Sub Clause (iii), the following sub-clause has been
substituted 

" (iii) which, in relation to the goods specified in the
third Schedule, involves packing or repacking of such
goods in a unit container or labeling or re-labeling of con-
tainers 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 con-
sumer" This amendment together with a few other
amendments proposed in Section 4A of the Central
Excise Act, 1944 have been brought in for the effective
implementation of the Scheme of Valuation based on
Maximum Retail Price (MRP). Thus, the newly inserted
Third Schedule to the Central Excise Act, 1944 contains
all those goods, specified under as many as ninety eight
Headings/ Sub-Headings in the First Schedule to The
Central Excise Tariff Act, 1985,which are covered under
the MRP Valuation Scheme as provided in Section 4A of
the Central Excise Act, 1944.

The MRP Valuation Scheme which was introduced in
1 997 can be said to be a successful one because of its sim-
plicity, it has avoided the unnecessary litigation which
Section 4 of the Act tended to generate over the years. It
has arrested the malpractice of under- valuation, in case
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of the goods coming under its purview. The government
has brought these changes to plug the loopholes in the
scheme to get the due benefit for revenue out of it

Under this scheme, in respect of such excisable goods
as are notified by the government under section 4A of the
Act, the duty is charged on the retail sale price declared on
such goods, less the amount of the abatement, if any, noti-
fied by the government in this respect. The explanation 1
to Section 4A defines the term retail sale price as   the max-
imum price at which excisable goods in packaged form,
may be sold to the ultimate consumer and includes all
taxes local or otherwise, freight, transport charges, com-
mission payable to dealers, and all charges towards adver-
tisement, delivery, packing, forwarding and the like, as the
case may be, and the price is the sole consideration for
such sale '. Thus, the main ingredient of the scheme is the
MRP printed on the retail package of such  goods as part
of the Declaration to be made under Rule 6 of the
Standards of Weights & Measures (Packaged
Commodities) Rules, 1977. As, we have seen, that under
this scheme the quantum of excise duty depends upon
MRP only and what if someone plays with it. In other
words, any tampering with MRP will defeat the very pur-
pose of the scheme. And the amendments brought out by
the budget, 2003 are capable of putting deterrence against
any such unscrupulous attempts to evade the duty.

It is not that before these amendments there was no pro-
vision in the Central Excise Act, 1944 to deal with the situ-
ations of tampering with MRP. The Sub Section (4) of
Section 4A was inserted by Finance Act, 1999 to provide
that ' if any manufacturer removes from the place of manu-
facture any excisable goods specified under sub-section (1)
without declaring the retail sale price of such goods on the
packages, or declares a retail sale price which does not con-
stitute the sole consideration for such sale, tampers with,
obliterates or alters any such declaration made on packages
after removal, such goods shall be liable to confiscation.

But the application of the later part of this sub-section
dealing with tampering, obliterating or altering of decla-
ration, after removal, was not easy as it is very difficult to
hold the original manufacturer liable for the goods once
they got removed from the place of manufacture & he is
not in a position to have any control over them.

Now with the amendments in the definition of
Manufacture & also the substitution of the above refer-
eed sub-section (4) of Section 4A, the provisions against
the tampering of MRP have become more stringent. Let
us have a look on the amended sub section (4), which is to
take effect from the date to be notified, reading as under:

Where any goods specified under sub-section (1) are
excisable goods and the manufacture 

(a) removes such goods from the place of manufac-
ture, without declaring the retail sale price of such goods
on the packages or declares a retail sale price which is not
the retail sale price as required to be declared under the
provisions of the Act, rules or other law as referred to in
sub-section ( 1 ), or

(b) tampers with , obliterates or alters the retail sale
price declared on the package of such goods after their
removal from the place of manufacture, 

then, such goods shall be liable to confiscation and the
Central Government shall ascertain in the prescribed
manner the retail sale price of such goods and the retail
sale price so ascertained shall be deemed to be the retail
sale price for the purposes of this section. 

Here, one can see that the activities covered under
this sub-section are divided in two clauses, (a) & (b).
This bifurcation which was not there earlier in the form
of different clauses, has drawn a line of distinction
between the two situations, one at the time of removal
of goods & the other after the removal of the goods.
The clause (a) applies to the original manufacturer &
the clause (b) may also apply to the deemed manufac-
turer under the new amendments. But irrespective of
the person who has tampered or altered the MRP, the
fact remains that the person in possession of the pack-
ages of the goods so tampered / altered shall be losing
them by way of confiscation.

The new provision as to the determination of the
retail sale price of the confiscated goods by the central
government is bound to make things complicated & will
create enough scope for litigation in the issues relating
to valuation.

The budget has been passed, the amendments have
taken the shape of law but it will be very interesting to
watch as to how the government implements this law.
How the Central Excise Department which is already
hard pressed to deal with the real manufacturers in view
of the withdrawal of SSI exemption on textiles & gar-
ments, among other items & facing the shortage of man-
power will monitor the traders, retail showrooms, depart-
mental stores for the verification of authenticity of MRP
being charged by them But if it is done, such monitoring
is undertaken, certainly the consumer will be benefited by
paying the fair price of commodities on the one hand &
the government will have its due share of revenue on the
other, at least, in respect of the commodities covered
under the MRP Valuation Scheme. ■
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