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Jhalawar

Sub: Construction Management System: Circular - 22

Ref: Guidelines for issuing Essentiality Certificates under GOI
Notification No. 108/95 & 84/97 for availing Excise/ custom duty
exemptions under different packages of RUSDIP.

There is a provision of issuing Essentiality Certificate for exemption of excise and
custom duty on materials procured under the RUSDIP financed by ADB. Following
Guidelines must be kept in mind for issuing of Essentiality Certificates under GOI
Notification No. 108/95 & 84/97 for availing Excise/ custom duty exemptions under
different packages of RUSDIP:-

A. General:

(i) The Sub-Clause no. 14.5 of Sec-1I; Bidding Data Sheet, clearly stipulates that
admissibility of any kind of Tax or Duty shall be for the Plant and Materials
which are to be incorporated as a part of the Permanent Works only. The
responsibility for obtaining any such exemptions from Competent Authority will
remain with the Contractor and the RUIDP shall not in any way be responsible
for admissibility of the claims or eligibility of the Contractor. Excise or custom
duty exemption shall not be admissible for POL, Construction equipment etc.
which do not form the part of permanent works.

(ii) The Contractor should be made aware of about the provision of excise/custom
duty exemption benefit at the time of LOA and to make necessary
arran yements for identification of vendors, requirement of material in phased
manner. As far as possible, EC should be applied immediately with in two weeks
after issuing NTP.

(iii) There is a cumbersome procedure of finalization and settlement of accounts of
utilization of Essentiality Certificates. Accordingly, the Contractor may be
advised for submission of minimum number of items with major benefits for the
issue of EC's. Applying for EC for the BOQ quantities for which minor excise
benefit are assessed are likely to invite problems at the time of finalization of
accounts of the Contract.

(iv) The concerned IPIU and package in-charge should have a regular track on the
utilization of EC's and materials received and utilized at work. The Accounts
personnel of IPIU should maintain a proper register of the issue of EC’s to the
Contractor and should get signatures of the Contractor for its receipt before
handing over.

(v) As per the guide lines issued by the Finance department vide circular no.
f.1(8).°D/Exp-111/2007 Dated 10.10.2007 (Copy enclosed); the ECs should be
applied, keeping in mind the expected time of using the material on the work
which should not be long period to avoid its misuse. Therefore the large
quantities of materials should be break up for their utilization within six to nine
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months as per the work plan submitted by the contractor and accordingly ECs
should be proposed for the part quantities and suitable validity time period.

(vi) It is advisable that for large quantities of materials for which more than one
vendor is approved, ECs for part quantities with different vendors should be
applied to assure the continuous supply of the materials e.g. cement, steel,
pipes etc. so that to avoid any vendor change in between.

(vii)The Contractor should be directed to keep the EC’s in safe custody and ensure
that after availing excise benefit, the quantity of material received against the
particular EC is endorsed by the vendor or excise authority on the back of the
original EC. This original EC, duly endorsed should be submitted back to the
concerned IPIU for settlement of accounts and to issue further EC for remaining
quantities if any left for procurement. Complete utilized EC should be submitted
by the Contractor in writing to the IPIU, which in turn will make entry in to the
issue register. '

(viii)A brief of status of package along with stipulated date of start and completion,
likely date of completion and justification for item proposed in Essentiality
Certificate should be sent to PMU for the new proposed Essentiality Certificate
or for revalidation of earlier issued EC, as the same is required to be submitted
to Firance Department. In case of more than normal time is required for
procurement of the equipment/material than it should be specifically mentioned
durinj submission of EC to PMU.

(ix) It should be clearly understood that the time delay claimed in want of
availability of EC or its benefit will not become reason for consideration of delay
on the part of RUIDP or any financial liability to the RUIDP. Accordingly it is
presumed that every care at the level of Contractor in submission of the
proposal for issue of EC and its utilization is ensured timely and it is facilitated
by IPfU & PMU in further submissions and approvals.

B. Issuance of New Essentiality Certificate:

(i) Quantities of material for which Essentiality Certificate is required to be issued
should be calculated as per relevant BOQ items of the Contract Package. The
quantities of materials should be analyzed in accordance to the specifications &
requirements at site irrespective of BOQ quantities well in advance so that the
items and quantities, for which Essentiality Certificates have been applied,
shoulc be utilized fully. Every item mentioned in Essentiality Certificate should
have size wise quantities with specifications, name of Vendor/Manufacturer (If
specified in Contract Agreement/approved at competent level), Country origin in
case of import, etc. e.g.
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(i) Essentiality Certificate should be submitted in prescribed format (Annex-A),
referring relevant Clause no. of the Contract Agreement pertaining to condition
of giving Essentiality Certificate for claiming excise/custom duty exemption and
validity period duly signed (with official rubber stamp) by EE, IPIU for signature
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of Project Director and counter signature of Secretary Finance (Revenue). For
one Vendor item having one or more or partly BOQ items/quantity; single EC
will be sufficient. For separate Vendor items having one or more or partly BOQ
items/quantity separate ECs will be required. '

(iii) An undertaking should be taken from the Contractor/Duly authorized signatory

C. Issuance of Essentiality Certificate for Balance

(M

of the firm on Rs. 100/- stamp Paper (Annex-B) at the time of applying for the
Essentiality Certificate/ Custom Certificate declaring that exemption of Excise
duty is required for the entire estimated quantity of BOQ. If after completion of
the work, some material remained un-utilized; the exemption of Excise duty
claimed will be settled by the firm with the Excise/Customs department, by
paying the Excise/Customs duty on the surplus/unutilized materials. In case the
cost of un-utilized material has been paid by RUIDP to the firm; the cost paid for
un-utilized quantity will also be immediately deposited back. Further, RUIDP
shall deduct any such claims from any/ all payments due to the firm or adjust
from any available deposits of the firm.

Additional Quantities:

Actual requirement of material at site for which Essentiality Certificate needed
to be issued should be assessed well in advance. If there is variation then the
same be got approved at competent level and after that Essentiality certificate
should be sent to PMU for signature of Project Director and counter signature of
Secretary Finance (Revenue).

Following details should be submitted along with such Essentiality certificates.
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