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These appeal s are filed under Section 35L(b) of
the Central Excise Act, 1944 agai nst an order passed
by the Customs, Excise and CGold (Control) Appellate
Tri bunal (hereinafter referred to as the Tribunal). In
that proceedi ng the appellant raised two issues,
nanely, (i) whether the interest accruing on advances
are deductible fromthe price or not, and (ii) as to
deduction of the bank charges and collection charges.

During the relevant period, the appellant
manuf actured and sold the goods principally to
CGovernment and Public Sector Undertakings. On
account of the fact that the payments were not effected
agai nst delivery or within any specified period, the
paynments of the prices became delayed averagi ng
between 3 to 12 nonths and, therefore, the appellant
cl ai med deduction in respect of .interest of such
recei vabl es cal cul ated for the period between the date
of renoval till the date of realisation of paynent. The
deduction so clai ned was supported by Certificate of
Chartered Accountant for the rel evant period.
Deductions were also clainmed in the price Iist filed from
time to tine. The assessing authority, the appellate
authority and Tribunal rejected the clai mnade by the
appel l ant on the basis that the contract did not
specifically provide for payment of such interest on
sales on credit. The Tribunal stated the matter of |aw
as follows : -

"The interest so deductible is only the
interest for the period nmentioned in the

i nvoice, otherwise it will lead to unintended
consequences. I n cases where paynment to

the manufacturer is indefinitely del ayed or
where the deal er refuses to pay the price, the
sale price will stand wi ped off, because the
interest may exceed price. In such a case,

are not the goods liable to excise duty ?  The
answer can only be enphatic 'no’. Exci se
duty is on the manufacturer of the goods. It
is not depending on the issue as to whet her
the manufacturer gets the price of the goods
fromthe dealer or not. So, the interest
charged fromthe date of delivery till the
realisation of the price should be understood
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with reference to the period fixed in the

i nvoi ce. If the invoice provides a specific
period up to thirty days for effecting
paynment, interest fromthe date of delivery
till the expiry of that period of thirty days
alone is deductible fromthe price nmentioned
in the invoice."

This part of the order is challenged apart from
ot her aspects to which we will advert to a little later.

It is pointed out that this Court had occasion to
exam ne the question as to the value of the goods on
the date of renmpval whether interest on the price for
the period during whichthe payment is deferred has to
be deducted or not in the case of Asst. Collector of
Central Excise & Ors. vs. Madras Rubber Factory
Ltd., 1986 Supp. SCC 751. This decision again cane
up by way of reviewin the decision reported in
Governnent of India & Ors. vs. Madras Rubber
Factory Ltd. & Os., 1995 (4) SCC 349. In the
second judgnent, this Court stated as follows :-

"The case of the assessee (Madras Rubber
Factory) is that where the goods are sold to
upcountry whol esal e buyers and paynents

are received quite sonetine later, it is

i ndeed a case of sale on credit and,

therefore, the interest charged fromthe date
of delivery of goods till the date of realisation
of the price thereof should be deducted from
the value of the goods. The interest charged,
it is submitted, is only inlieu of the tine
taken in naking the payment by the

upcountry whol esal e buyer. Since this is the
anmount recei ved subsequent to the sale from
the depots and does not fall wi thin the anbit
of any of the expenses held includable in
Bonbay Tyre International, it is clearly
excludabl e. The claimfor this deduction is,
therefore, allowed."

(enphasi s suppli ed)

A circular was also issued by the Governnent
which is to the effect that interest on receivabl es
cannot be permitted to be deducted fromthe
assessable value if the interest is not charged over and
above the sale price of the goods. However, this
aspect was not accepted by the Tribunal. It was held
that if the assessee is claimng interest out of the price
mentioned in the invoice, when the period for its
payment is mentioned and when the invoice makes it
clear that the sale is on credit, interest on the anount
for the period of credit permtted nust be a pernissible
deduction and it nust be excluded fromthe price fixed
in the invoice for finding out the assessabl e val ue.

The question whether the interest that is payable
on the sale price that is not yet paid by the custoner is
built into the price structure or not and, therefore,
shoul d be deducted fromthe val ue of the goods needs
to be exani ned.
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This Court clearly stated in 1995 (77) ELT 433
that since the anbunt is received subsequent to the
sale fromthe depots and does not fall within the anbit
of any of the expenses held includible in Bonbay Tyre
International, it is clearly excludible and the claimfor
this deduction should, therefore, be allowed.

In cases where buyers do not nake paynents
i mredi atel y agai nst delivery of the goods but
paynments are received subsequently it would i ndeed
be a case of sale of credit and, therefore, interest is

chargeabl e fromthe date of delivery of goods till the
realisation of price thereof and shoul d be deducted
fromthe value of the goods. The question whether in

a given case the price structure itself includes the

i nterest charged or not isa matter for establishnment on
evi dence. The fact that a particular period for
payment is mentioned would indicate that the paynent

is not to be nade inmediately but at a subsequent

date and that is credit sale and interest could be
charged and deducted out of the sale price. But that
circunstance, by itself, is not a decisive factor.
Therefore, the Tribunal while remanding the matter
shoul d not have limted the investigation of the matter
only to cases where the period has been subsequently
stated in the invoice. Therefore, we are of the view
that the Tribunal ought not to have confined the

i nvestigation by the concerned authority after renmand
to only that aspect of the matter and shoul d have | et
the entire matter investigated as indicated by us.

Next we have to consider deduction of the bank
charges and col l ection charges. W nust nmake it clear
that if the invoice price is the basis for valuation bank
conmi ssion or interest charges payable to the bank in
the account of the custoner are definitely in the nature
of post-manufacturing and post-cl earing expenses and
shoul d be deductible fromthe assessable value. It
cannot be stated that such expenses wi |l form part of
the sale price. The view taken by us finds support from
the decision of this Court in Conm ssioner of Centra
Exci se, New Del hi vs. Vikram Detergent Ltd., 2001
(2) SCC 417, which conclusion was arrived at by this
Court after exami ning earlier decisions of this Court in
Asst. CCE vs. Madras Rubber Factory Ltd. [supra]l,
Shriram Fertilizers & Chem cals vs. Union of India,
(1997) 96 ELT 12 (SC), and Government of I|ndia vs.
Madras Rubber Factory Ltd. [supra]. These three
cases were adverted to by a Bench of three Judges to
hold that the interest on receivables arises on account
of time | apse between the delivery of goods and the
real i sation of nonies is deductible fromthe assessable
val ue of the goods at the time of renoval fromthe
factory of the assessee. For the same reason, bank
charges included in the price on account of clearance of
out station cheques cannot formpart of the price of the
goods at the tine of renpbval and as such excl udabl e
fromthe price while calculating the assessabl e val ue of
t he goods.

Therefore, we think, it is clear that the decision in

Comm ssi oner of Central Excise, New Del hi vs.

Vi kram Detergent Ltd. case (supra) fully covers both
the questions in this case and, therefore, we have no
hesitation in nodi fying the order of the Tribunal to
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direct the authorities to whomthe nmatters have been
remanded to exam ne the question whether interest on
recei vabl es arises on account of tinme |apse between the
delivery of goods and the realisation of nonies is
deducti ble fromthe assessabl e val ue of the goods at
the time of removal fromthe factory of the assessee
and al so excludes the bank charges included in the
price on account of clearance of outstation cheques.

The appeal s stand al | owed accordingly.




