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Analysis of Budget 2013-14: 
Central Excise

(R In Crore)
Actual  

(2011-12)
Budget (2012-

13)
% age change 

b/n 1 & 2
Revised 

(2012-13)
%age change 

b/n 2 & 3
Budget 

(2013-14)
%age change 

b/n 3 & 4
1 2 - 3 - 4 -

144,900.97 193,729.34 -33.70 171,315.09 -11.57 196,804.95 +14.88

There was a buzz in the last week prior to the budget that an increase of excise duty to 14% 
considering the fiscal challenges continuing to be faced by the country was inevitable. The 
experience of the year may have dissuaded the Finance Minister of India to go ahead with this 
move as it could lead to inflation, as well as reduce the pace of growth of the manufacturing 
sector which as of now are worrying numbers in central excise duty, as forecasted last year.

CA. Madhukar N. Hiregange 

(The author is a member of the Institute. He can be 
reached at mhiregange@gmail.com)

Industrial growth is expected to be lower in this 
year and maybe the coming year too due to reduced 
capital spends. The revised budget estimates for the 
year 2012-13 being 11.57% lower than the budget 
estimates along with the soft budget indicate that yet 

again the budget estimates for 2013-14 may not be easy 
to achieve. Consequently, this would have an adverse 
impact on the fiscal deficit, as it is unlikely that the 
government expenditure, especially in this year, could 
be controlled and would certainly exceed the budget.
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Listing of Tariff Changes
Chap. or 
Tar. Head 

Description Rates Before 
Finance Bill, 
2013

Rates After 
Finance 
Bill, 2013

Increase/ 
(Decrease)

72 Stainless steel pattis/pattas  30,000 per 
cold rolling 
machine

40,000  10,000 

8517 Mobile handsets of the value exceeding R2000 1% 6% 5%
2402 Cigarette, cigar 10% or 12% 18% 6%
8703 Sport utility vehicle (U/Ch. 8703 and engine 

capacity>1500CC)
27% 30% 3%

1108 19 Tapioca starch manufactured and captively 
consumed within the factory of their 
production, in the manufacture of tapioca 
sago (sabudana)

12% Nil (12%)

2008 11 00 Peanut butter 6% Nil (6%)
1903 00 00 Tapioca sago (sabudana) 6% Nil (6%)
2503 00 10 All goods for manufacture of fertilisers 

Explanation: For the purposes of this entry 
the term “fertisers” shall include bentonite 
sulphur

Nil 2% 2%

25151220 
25151290 
68022110 
68022190 

Marble slabs and tiles 30 per sqm 60 per sqm 30 per sqm

33 Henna powder or paste not mixed with any 
other ingredient 

6% Nil (6%)

57 1. Handmade carpets 
2. Carpets and other textiles floor 
3. Other carpets and other textile floor

12% Nil (12%)

71 Silver produced or manufactured during the 
process of zinc or lead smelting starting from 
the stage of zinc or lead ore or concentrate

12% 4% (8%)

8706 00 42 For vehicles other than petrol driven 15% 13% (2%)
8901, 8904, 
8905 and 
8906 90 00

All goods 6% Nil (6%)

61, 62 and 
63

Readymade branded garments 12% Nil (12%)

Ready Made Garment Industry- see-saw:
Union budget 2001 presented by Shri Jaswant Singh, 
then Finance Minister of India, imposed excise duty 
on garments by stating “there is no economic logic to 
continue with excise duty exemption on garments sold 
under a registered trade name” and imposed duty of 

16% on such garments. In 2003 unbranded garments 
also brought to tax.

This was reversed in 2004 by Shri P. Chidambaram: 
I propose to introduce a new tax regime for the textile 
sector and, in this exercise, those who can compete 
because of their organisational strength should be 
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allowed to compete; for the rest, we must allow more 
time to comply with a mandatory tax regime. Articles 
in Chapter 61, 62 & 63 were specified in Notification 
No. 30/2004 granting exemption.

Later, in 2011, Shri Pranab Mukherjee brought the 
levy back: ...our garment and made-ups industry has 
come of age and has shown handsome growth in recent 
years. As part of base expansion, I propose to convert 
the optional levy into a mandatory levy at a unified 
rate of 10%.

Again in this budget, Shri P. Chidambaram, the 
present Finance Minister of India, brought the same to 
'zero excise duty route' by stating that the readymade 
garment industry is in the throes of a crisis and needed 
a lifeline.

Enhanced Recovery Mechanism 
Section 11 of the Central Excise Act, 1944 deals with 
recovery mechanism of duty and other sums payable 
to the Central Government under any of the provisions 
of the Act or rules made thereunder. The section also 
covers the recovery of any excess duty collected by the 
person liable to pay duty from the buyer of such goods 
as provided under Section 11D of the Act. As per the 
provisions of Section 11, the officer empowered by the 
CBEC may deduct the amount so payable from any 
money owing to the person from whom such sums may 
be recoverable or due, which may be in his hands or 
under his disposal or control. The Act also empowers 
such officer to recover the amount due by attachment 
and sale of excisable goods belonging to such person. 
If the amount payable is not recovered, he may seek to 
recover the same through the Collector of the district 
as if it were an arrear of land revenue. 

Clause 80 of the Finance Bill, 2013 seeks to amend 
Section 11 of the Finance Act, 2013, whereby it has 
not only re-numbered to Section 11(1) but has also 
extended the powers of recovery proceedings, apart 
from the empowered officer to include any other 
Central Excise Officer or a proper officer referred to 
in Section 142 of the Customs Act, 1962. 

Sub-section 2(i) is inserted wherein the Central 
Excise Officer is given certain additional power 
whereby he, by a notice in writing, requires any other 
person from whom money is due, or may become due 
or may subsequently hold money for or on account of 
such person, to pay to the credit of Central Government 
either forthwith upon the money becoming due or 
being held, or at or within the time specified in the 
notice, not being before the money becomes due or 
is held, so much of the money as is sufficient to pay 
the amount due from such person or the whole of the 
money when it is equal to or less than that amount. 

Further, sub clause (ii) provides that every person 
to whom such notice is issued shall be bound to comply 
with such notice. In case where such notice is issued to 
a post office, banking company or an insurer of such 
person, it shall not be necessary to produce any pass 
book, deposit receipt, policy or any other document for 
the purpose of any entry, endorsement or the like being 
made before payment is made.

After shifting the burden of recovery to the debtors of 
the person from whom the duty is due, the sub clause  (ii) 
further provides that in a case where the person to 
whom a notice under this sub-section has been issued, 
fails to make the payment, he shall be deemed to be 
a person from whom duty and any other sums of any 
kind payable to the Central Government, an assessee  
in default.

Therefore, the person to whom such notice is 
issued has no option but to pay off all the dues to the 
Central Government on behalf of his debtor, to avoid 
any penal consequence on him. It is worth mentioning 
that the said inclusion is similar to Section 226(3) of 
the Income-tax Act, 1961 which provides provision for 
recovery under the said Act.

The provisions however have no saving provision 
for the bank or debtor who pays, who maybe proceeded 
against by assessee to recover the monies paid to the 
revenue. 

Section 11A is the recovery provision in the case  
of duties not levied, short levied, not paid, short  
paid and erroneously refunded. The normal period of 
limitation for any demand is 1 year. However, under 
sub-section (4), the period of limitation is extended 
to five years in case any duty of excise has not been 
levied or paid or has been short-levied or short-paid 
or erroneously refunded, by the reason of—fraud; or 
collusion; or any willful mis-statement; or suppression 
of facts; or contravention of any of the provisions of 
this Act. 

Sub-section (7) provides that if any person pays 

Clause 80 of the Finance Bill, 2013 seeks to amend 
Section 11 of the Finance Act, 2013, whereby it has not 

only re-numbered to Section 11(1) but has also extended 
the powers of recovery proceedings apart from the 

empowered officer to include any other Central Excise 
Officer or a proper officer referred to in Section 142 of 

the Customs Act, 1962. 
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Section 11A is being amended in the Finance Bill 2013 
to insert sub-section (7A) providing that service of a 
statement containing details of duty not paid, short 
levied or erroneously refunded shall be deemed to 

be a service of notice. The major impact of the above 
amendment is that the limitation period of one year or 
five year, as the case may be, shall be computed from 

the date of service of such statement.

the duty along with the applicable interest and penalty 
equal to one percent, before service of show cause 
notice on him, the Central Excise officer shall not serve 
any notice and all proceedings in respect of the said 
duty shall be deemed to be concluded. If such payment 
is short paid, he can proceed for recovery, in which 
case the limitation period of one year is computed 
from the date of receipt of information of payment. 

Section 11A is being amended in the Finance 
Bill, 2013 to insert sub-section (7A) providing that 
service of a statement containing details of duty not 
paid, short levied or erroneously refunded shall be 
deemed to be a service of notice. The major impact 
of the above amendment is that the limitation period 
of one year or five years, as the case may be, shall be 
computed from the date of service of such statement. 
This would ensure that delayed issue of SCN whether 
due to complicity of the officers or deliberate tactics by 
unscrupulous assessees, would save the demand from 
being barred on limitation. 

Section 11DDA deals with the situation of 
provisional attachment of property by Central Excise 
officer with the approval of the Commissioner of 
Central Excise during the pendency of any proceedings 
for the purpose of protecting the interest of the revenue. 
Clause 82 of the Finance Bill, 2013 has omitted the 
reference of sub-section (1) of Section 11A thereby 
extending the scope of provisional attachment to the 
entire Section 11A. 

This extension of powers to lower authority has the 
potential to cause undue hardship to the tax compliant 
assessees, which without argument maybe necessary 

to recover from the tax evaders. A need to keep the 
registered tax payer who is filing returns regularly out 
of such draconian measures exists. 

Stay Order by Appellate Tribunal 
Section 35C (2A) provides that the Appellate Tribunal, 
where it is possible, to hear and decide every appeal 
within a period of three years from the date on which 
such appeal is filed. Where a stay has been granted in 
any of the proceedings, the Appellate Tribunal shall 
dispose of the appeal within a period of 180 days from 
the date of such order and is not disposed of within 180 
days, the stay order shall stand vacated. 

Finance Bill, 2013 proposes to introduce a third 
proviso, wherein if an application is made by a party 
and on being satisfied that the delay in disposing of the 
appeal is not attributable to such party, the Appellate 
Tribunal have the power to extend the period of stay 
to such further period, as it thinks fit, not exceeding 
185 days, and in case the appeal is not so disposed of 
within the total period of 365 days from the date of 
order, the stay order stands vacated.

The CBEC had issued a circular (967/01/ 2013 – CX 
dated 01-01-2013) stating that where an appeal is filed 
with the CESTAT, along with a stay application against 
an order in appeal confirming the demand for the first 
time, the recovery proceedings shall be initiated within 
30 days after the filing of appeal, if no stay is granted 
or after the disposal of stay petition, in accordance 
with the conditions of stay, if any, whichever is earlier.

However, if an appeal is filed with CESTAT along 
with a stay application against an Order in Appeal 
confirming the demand in the order in original, the 
recovery proceedings shall be initiated immediately 
on the issue of order in appeal.

The circular relied on the decision of the Supreme 
Court in case of Collector of Customs, Bombay vs. 
Krishna Sales (P) Ltd [1994 (73) E.L.T 519 (S.C)] 
has observed: As is well known, mere filing of an 
Appeal does not operate as a stay or suspension of the 

As per the Finance Bill, 2013, even if the assessee is 
not in fault, the CESTAT does not have the power to 

grant stay beyond a period of 365 days. This means 
that recovery proceedings shall be initiated against 

the assessee after a period of 365 days from the date 
of passing the stay order. It does not matter whether 

the CESTAT has not heard the case at all, or the CESTAT 
bench is not sitting or the department has asked for 

adjournment, etc. 
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Order appealed against. This particular circular was 
challenged by Larsen & Toubro Limited [ 2013 – TIOL 
– 99- HC- Mum] and many others in the Bombay High 
Court wherein stay was granted to the assessee. The 
Court held that where the stay has been applied for and 
remained pending for reasons beyond the control of 
the assessee, then the Circular cannot be applied. This 
led several assessees who received recovery letters 
from the department approaching the High Court and 
obtaining stay.

As per the Finance Bill, 2013, even if the assessee 
is not in fault, the CESTAT does not have the power 
to grant stay beyond a period of 365 days. This means 
that recovery proceedings shall be initiated against the 
assessee after a period of 365 days from the date of 
passing the stay order. It does not matter whether the 
CESTAT has not heard the case at all, or the CESTAT 
bench is not sitting or the department has asked for 
adjournment, etc. 

There is an inbuilt unfairness in the proposed 
amendment as observed in the decision of the Supreme 
Court in the case of Commissioner of Cus. & C. Ex., 
Ahmedabad vs. Kumar Cotton Mills Pvt. Ltd. 2005 
(180) E.L.T. 434 (S.C.), wherein it was held: The 
sub-section …cannot be construed as punishing the 
assessees for matters which may be completely beyond 
their control. For example, many of the Tribunals are 
not constituted and it is not possible for such Tribunals 
to dispose of matters. Occasionally by reason of other 
administrative exigencies for which the assessee 
cannot be held liable, the stay applications are not 
disposed within the time specified.

This provision seems to be unreasonable, in as much 
as, the appellant cannot be faulted for any delay on the 
part of the CESTAT. The appellants may now examine 
whether they can re-apply to the CESTAT immediately 
on completion of the said period or approach the courts 
in writ. This might lead to needless and numerous writ 
petitions equalling the total number of cases pending 
as on date. 

Mode of Serving Notice, Summons etc.
Earlier Section 37C prescribed the mode of delivery 
of letter (decisions, orders, summons etc). There it is 

All in all the budget estimates appear to be too 
optimistic and focusing on recovery of disputed dues 
[ which may not be actually recoverable] which may 
harm the goose which lays the golden egg and in no 
way is like the bee collecting honey from the flower. 

provided that the letter or document will be served by 
tendering [physical delivery] or by registered post with 
acknowledgement due …

The revenue at times was unable to proceed legally 
as the service was not as per the mode prescribed. In the 
case of Amidev Agro Care (P) Ltd vs. Union of India 
[ 2012 (279) ELT 353], the High court of Bombay, 
held that as per Section 37C(l)(a) of the Central Excise 
Act, 1944, it was obligatory on the part of the revenue, 
either to tender a copy of the decision to the assessee 
or to send it by registered post with acknowledgment 
due to the assessee or its authorised agent.

Now, the mode of courier approved by CBEC or 
speed post with proof of delivery would also be in 
addition to RPAD be considered a valid service. This 
is a welcome move on both sides, as communication 
by courier is the order of the day.

 
Are We Moving Towards GST?
GST remains in the wish list and though some 
ground work is being done in terms of infrastructure 
and technology, the agreements with the States and 
the constitutional amendments are issues which are 
not so easy to resolve, considering the presence of 
coalition governments for quite some time and the 
same may continue in the coming years. GST to be 
implemented would require broad basing of taxation – 
minimum exemptions/exclusion from duty, moving all 
manufactured commodities to a merit, demerit and a 
base rate applicable which in the last few budgets have 
been given a go by.

The opportunity to bring clarity in the CENVAT 
Credit provisions, expand the same in lines of GST, 
clarifying on the impact of the landmark judgment of 
FIAT on past removals, rationalisation of procedures, 
further appears to have been pushed forward to the 
next year. Earliest possibility appears to be 2015-16.

Conclusion
All in all, the budget estimates appear to be too 
optimistic and focusing on recovery of disputed dues 
[which may not be actually recoverable] which may 
harm the goose which lays the golden egg and in no 
way is like the bee collecting honey from the flower. n
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