Indirect taxes Cumulative – 3
Time – 3 hrs

Questions 1, 6, and 9 are compulsory. In addition thereto, answer any two questions from Part “A” and any one question from Part “B”
PART - A

Question 1

(a) Tsunami manufactured goods and cleared them to the customer on payment of excise duty. After the clearance of the goods, Tsunami came to know about the enhancement of the duty rate with retrospective effect. Tsunami, therefore, calculated and paid the differential duty by issuing the supplementary invoice to the customer. In this context, discuss whether interest would be payable on delayed payment of duty when differential duty is paid on own accord on retrospective revision of duty rate, with the help of decided case laws, if any?
(b) With reference to CENVAT Credit Rules, 2004, discuss giving reasons whether a manufacturer is eligible for CENVAT credit on inputs used in trial runs
(c) Determine the transaction value and the excise duty payable from the following information
· Total invoice price: Rs. 18,000, which includes:

· State VAT – Rs. 1000

· Octroi – Rs. 200

· Insurance from factory to depot – Rs. 100

· Freight from factory to depot – Rs. 700

Rate of excise duty is 16% ad valorem. Rate of education cess is as applicable

(d) An assessee cleared his manufactured final products during January 2008. The duty payable for the month on his final products was as follows
· Basic duty – Rs. 44000

· NCCD – Rs. 2000

· Education cesses as applicable

During the month, he received various inputs on which total duty paid by the suppliers of inputs is as follows:

· Basic duty – Rs. 40000 plus applicable education cess

Service tax paid on input services was – Service tax (Rs. 8000) plus Education cess (Rs. 160)

There is no opening balance in his PLA account. How much duty the assessee will be required to pay through account current for the month of January 2008

(e) ‘Arpit Papadwala’ supplied certain raw materials and inputs to several household ladies for making ‘Papads’. The said ladies at their own premises, using their labor force made ‘Papads’ and received job-charges. ‘Arpit Papadwala’ did not supervise their undertakings. The Central Excise Department raises huge demand of duty on ‘Arpit Papadwala’, alleging that he is the manufacturer. You are engaged by the notice as counsel to represent him in the adjudication proceeding. State, giving reasons, the tenability of the Department’s notice/claim
Question 2

(a) M/s XYZ distillers purchased yeast from the market and mixed the same with molasses. The mixture called ‘wash’ is used for production of alcohol. M/s XYZ contends that “Wash” is not excisable since it has no shelf life of more than 8 hours. Please offer your considered views.
(b) Toffee Group manufactured goods and sold them in corrugated boxes under their own brand name which were affixed / printed on such boxes. However, Toffee started printing hexagonal artistic design on such boxes along with its brand name. On conducting investigation, the Department found that such hexagonal design was the monogram of its marketing company ‘X’. Consequently, the Department contended that the benefit of small scale exemption would not be available to Toffee as they were using a brand name of another person on their goods. Discuss the issue taking the help of decided case laws, if any
(c) Comment on the includibility/excludability of the following from the assessable value for Central Excise valuation:

- Dharmada charges (charity payments) recovered by the assessee from its customers


- Liquidated damages payable by the manufacturer

(d) What are the conditions under which CENVAT credit could be availed on duty-paid capital goods, acquired on lease or hire-purchase basis? Illustrate with an example, provisions regarding depreciation on such goods
Question 3
(a) Taxmann manufactured nylon and cleared it from its factory to its various depots in other States. Turnover tax on such clearances was payable at dual rate of 0.5% for sales in backward areas and at 2% for normal areas. The concession in rate of turnover tax, in case of backward areas, was given vide an exemption notification. However, Taxmann claimed deduction under erstwhile section 4 at full rate of 2% in respect of entire clearance of goods. The issue under consideration was that whether the deduction of 2% could be claimed in respect of entire clearance of goods i.e., even in case of clearance in backward areas where 0.5% turnover tax was paid. Discuss the issue, with the help of decided case laws, if any
(b) Briefly discuss, how ‘value’ is to be determined for purposes of Section 4 of the Central Excise Act, 1944 when excisable goods manufactured and cleared as ‘free samples’
(c) Briefly explain with reference to Central Excise Act, 1944 any two of – (i) Adjudicating authority, (ii) Powers of seizure and (iii) punishable offences
(d) Describe in brief the concept of “Deemed Manufacture”
Question 4
(a) Write short note with reference to Customs Act – (i) Classes of Officers of Customs, and (ii) Binding nature of the circulars issued by the Central Board of Excise and Customs

(b) Briefly explain with reference to the provisions of CENVAT Credit rules 2004 – (i) Deemed CENVAT Credit, (ii) First stage dealer, and (iii) Input service distributor
(c) What would be the outcome if retail price is not indicated or wrongly indicated at the time of removal?
(d) Discuss whether process of converting raw asfoetida into compounded asfoetida amounts to manufacture? You may take the help of decided case laws, if any
Question 5
(a) State the powers of settlement commission under section 32 of the Central Excise Act, 1944
(b) Explain Akin’s rule of interpretation
(c) State and briefly discuss the important deductions that are statutorily available under section 4 of the Central Excise Act, 1944, in the valuation of excisable goods
(d) Dhoni Industries processed cashew nuts, peanuts, almonds etc. by dry roasting, oil roasting, salting, seasoning, packed them in different containers and cleared the same under its brand name. Dhoni did not register with the Central Excise Authorities and cleared these goods without payment of excise duty on the ground that such goods were agricultural product classifiable under “Chapter 8- Edible Fruit and Nuts; Peel of Citrus Fruit or Melons” of the Central Excise Tariff and chargeable to nil rate of duty. However, the Department claimed that such goods were classifiable under “Chapter 20 – Preparation of Vegetables, Fruit, Nuts or Other Parts of Plants” of the Central Excise Tariff on the ground that Notes to Chapter 20 of Harmonised System of Nomenclature (HSN) provide that Chapter 20 includes “almonds, ground nuts, areca (or betel) nuts and other nuts, dryroasted, oil roasted or fat-roasted, whether or not containing or coated with vegetable oil, salt,  flavours, spices or other additives”. Discuss the validity of the claim with the help of decided case laws, if any
PART – B

Question 6

(a) Compute Customs duty from the following data
· Machinery imported from USA by air (FOB): 8000 USD

· Accessories were compulsorily supplied with Machine (Electric motor and others): 2000 USD

· Air freight: 3000 USD

· Insurance: 100 USD

· Local agents’ commission to be paid in Indian Rupees: Rs.4500 (equivalent to 100 USD)

· The exchange rate is 1 USD = Rs. 45

· Customs duty in machinery: 10% ad valorem

· Customs duty on accessory – normal rate 20% ad valorem

· CVD – 24% (effective rate is 16% by a notification)

· Education cess and special CVD as applicable

How much CENVAT credit can be availed by the importer, if he is a manufacturer?

(b) Ramesh, a person holding an Indian passport, brings 1 Kg gold, out of which Rs. 3,60,000 are in the form of biscuits and the balance Rs. 40,000 in the form of gold jewellery which he was using abroad (valued at international rates). What is the duty payable if (a) the person is returning after 3 months stay, (b) the person is returning after 9 months stay abroad and the gold belongs to him, (c) the person is returning after 8 months stay abroad and the Gold belongs to his friend, Parul, who has given it only for carrying to India, (d) He is returning after 18 months stay abroad (Ignore differences due to minor impurities in jewellery) 
(c) Chimpy Software imported capital goods and deposited them in the warehouse. The said goods were not removed from the warehouse within the period permitted under section 61(1)(a) i.e. five years. Subsequently, Chimpy filed an application for relinquishment of title of such warehoused goods. In this context, with the help of decided case laws, if any, discuss whether the owner of the warehoused goods have the right to relinquish his title to such goods after the expiration of warehousing period or after the expiration of extended warehousing period?
(d) Write a short note on ‘duty on pilfered goods’ with reference to the Customs Act, 1962
Question 7

(a) Define with reference to Customs Act, 1962 – (i) India and (ii) Goods
(b) Describe the procedure prescribed in the Customs Act, 1962 in case of goods not cleared, warehoused or transshipped within 30 days after unloading.
(c) Puffy Industries imported raw materials for manufacturing two machines. Material for both the machines were common. When he exported the first machine, the entire papers of import of raw material were submitted before the Authorities for claiming drawback. Subsequently, when Puffy exported the second machine and again claimed drawback, those papers became necessary. However, those papers were lying with the Department and the same were returned to Puffy only on 13-10-2004. Immediately, thereafter, on 26-11-2004, Puffy submitted an application for the drawback. However, Puffy’s claim for the drawback was denied on the ground that the application was submitted after the expiry of statutory period (90 days) allowed for filing the drawback claim under rule 6 of the Drawback Rules. Discuss with help of decided case laws, if any
(d) Write a short note on salient features of Section 14(1) of Customs Act, 1962 for valuation of imported/exported goods
Question 8

(a) Explain briefly with reference to Customs Act, 1962 – (i) Protective Duty, and (ii) NCCD (National Calamity Contingent Duty)
(b) Ksheera was the manufacturer of printers. The shuttle, an integral part of a printer, was imported by him. The question which arose for determination was whether the adjudicating authority was entitled to load the royalty/license fee payment on the price of the imported goods, viz., shuttle by taking its peak price. Discuss the validity of this assertion with the help of decided case laws, if any
(c) Explain how “demurrage charges” actually incurred by the importer of goods would be treated for the purpose of valuation under Section 14 of the Customs Act and Customs Valuation Rules
(d) Write a short note on “Residual Method” of valuation of imported goods.
PART – C
Question 9

(a) Buffy Software was engaged in preparation of identity cards for electors for the purpose of elections on behalf of the Election Commission of India. The Revenue contended that the activity came under the ambit of ‘photography service’. Buffy took the contention that the issue of identity cards was a sovereign function in terms of the Constitution of India and the same could not be brought within the ambit of service tax. Discuss. You may take the help of decided case laws, if any
(b) Answer with reference to the Finance Act, 1994 relating to service tax – Does doctrine of ‘unjust enrichment’ apply to payment under Service Tax Law?
(c) In an agreement between Snuffy India and Snuffy UK, Snuffy India had requested Snuffy UK to impart specialized technology and know-how in UK to enable it to blend, produce and market Snuffy’s products (obviously, teddy bears). Since marketing would fall within the definition of working system of an organization, Revenue contended that service tax was leviable under the heading of ‘management consultant’. Discuss the validity of the claim taking the help of decided case laws, if any
(d) Briefly discuss the provisions of Finance Act, 1994 relating to service tax on (i) Storage and warehousing of goods services, and (ii) Credit rating agency’s services
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Answer key
Question 1

(a) Latest case laws, Page 28
(b) Page 214
(c) Page 118
(d) Page 240
(e) Page 48
Question 2

(a) Page 26
(b) Latest case laws, Page 36
(c) Page 120
(d) Page 230
Question 3

(a) Latest case laws, Page 14
(b) Page 137
(c) Page 588 and Page 624
(d) Page 42
Question 4

(a) Page 149
(b) Page 260 and Page 229
(c) Page 81
(d) Latest case laws, Page 1
Question 5
(a) Page 666
(b) Page 66
(c) Page 93
(d) Latest case laws, Page 7
Question 6

(a) Page 453
(b) Page 511
(c) Latest case laws, Page 47
(d) Page 526
Question 7

(a) Page 416
(b) Page 493
(c) Latest case laws, Page 54
(d) Page 438
Question 8

(a) Page 431, 432
(b) Latest case laws, Page 44
(c) Page 455
(d) Page 469
Question 9

(a) Latest case laws, Page 63
(b) Page 705
(c) Latest case laws, Page 61
(d) Page 743 and Page 725
