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Total Mo. of Questions — 7 Total Mo, of Printed Pages — 12

Time Allowed = 3 Hours Mlaximurm Marks — 100

LMT

Answer to guestions are to be given only in English except in the case of candidates who have
opted for Hindi Medium. If a candidate has not opted for Hindi mediom, hisfher answers in
Hindi will not be valued.

Question No. 1 is compulsory.

Candidates are also required to answer any five questions from the remaining six questions.
Wherever appropriate, suitable assumption(s) should be made and indicated
in the answer by the candidate.

Working Motes should form part of the answer,

Marks

1. (a) KSF Lt purchased a Pollution Control Equipment for T 15,14,240 which is 5
inclusive excise duty at 16% plus education cess 2% plus secondary and
higher education cess 1%, TI']:u., equipment was purchased on 1-9-2010 and
was disposed of as sccond band equipment on ][}—]L'I___;Zﬂl Fu:a price of
¥ 12,00,000. The excise duty rate on the date of disposal was 12% plus

education cess @ 2% plus secondary and higher education cess 1%.

S

{i)  You are required to calculate the amount of CENVAT eredit allowable

for the financial year 2010-11 and 2011-12,
(i1} What is the amount payable towards CENVAT credit already availed at

the time of disposal of the equipment in the financial year 2012-13 7

{(Make suitable assumptions where required and show the working and

explanation wherever required)
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{b) MNO & Co, is the small scale unit located in 2 rural Mia|]d 15 availing the &
benefit of small scale exemption under Notification No. 8/2003-CE during the
year 2011-12, You are required to determine the value of Th':;‘:" ‘ﬂmt clearance of
the unit and duty liability on the basis of particulars given below ;
(i)  Total value of clearances of goods with own brand % 50,000,000
name :
{ii) Total value of clearances of goods with brand name ¥ 100,00,000
of other parties :
(i) Clearances of goods which are totally exempt under 7 45,00,000
another notification (other than an exemption based
on quantity or value of clearances)
{(iv) Rate of excise duty = 12% plus education cesses as
applicable.
(v} Assume that the unit is eligible for exemption under
Notification No, 82003,
(Make suitable assumptions where required and show the calculations with
appropriate notes)
(c) Robinson Bank Ltd furnishes the following information relating to services

provided and the gross amount received during the month of December, 2012, 5

Compute the value of taxable service and service tax payable :

-
T (Lakhs)
1;5_% Amount of commission received for debt collection 10
service
(ii) Discount earned on bills discounted 4.5
(iii} Dealing in sale and purchase of forward contract a7
{iv} Charges received on credit card and debit card facilities 3.8
extended
(v} Penal interest recovered from the customers for the 2.6
delay in repayment of loan
(vi) Commission received for service rendered o 6.0
Government for tax collection
(vii) Interest earned on reverse repo transaction 25.0
{Show the workings with explanation wherever required)
LMT
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{(d) The following information relates to purchases and sales of K.K.Ltd. for the 5

month of September 2012 :

@mhases for resale within the State

Purchases from registered dealers who opted for

composition scheme

Purchases to be wused as consumable stores for

Lt

manufacture of taxable goods

Purchases of goods where invoices does not show the

amount of taxes separately
Purchases of goods for personal consumption
Purchases of capital goods (not eligible for inputﬁr:.redit)

Purchases of capital goods (eligible for input credit)

T
8,00,000

4,00.000

6,000,000

200,000
5,50,000

5,76,000)

Sales made within the State during the month of September 2012 was

¥ 50,00,000 on which VAT @ 4% was payable.

Assuming that all purchases given above are exclusive of VAT @ 12.5%,

calculate :

(3} The amount of input tax credit available for the month of September

2012,
(ii) VAT payable for the month of September 2012.

(i1l) Input tax credit carried forward.

Note : The input VAT credit on eligible capital goods is available in 24

equal monthly installments,

(Make suitable assumptions where required and show the workings)
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(e} BSA & Company Ltd have imported a machine from U.K. From the 5
following particulars furnished by them, arrive at the assessable value for the

purpose of customs duty payable :

(i} F.0O.B.cost uf the machine 10,000 UK, Pounds
{(ii) Freight (air) 3.000 UK. Pounds

{::}} Enginecring and design charges paid to a 500 UK. Pounds
firm in UK.

(iv} License fee relating to imported goods 20% of F.O.B. cost
payable by the buyer as a condition of sale

{(v) Materials and components supplied by the ¥ 20,000
buyer free of cost valued

(vi) Insurance paid to the insurer in India T 6,000

(vii) Buying commission paid by the buyer to his 100 U.K. Pounds
agent in UK.

Other particulars :

{i) Inter-bank exchange rate as arrived by the authorized dealer : ¥ 72.50
per U.K. Pound.

(i} CBEC had notified for purpose of Section 14 of the Customs Act, 1944,
exchange rate of T ‘?{‘.I_':_E:i per UK. Pound.

(iif) Importer paid T 5,000 mward:i demurrage charges for delay in clearing
the machine from the A:rpurt

(Make suitable assumptions wherever required and show workings with
explanations)
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a)  Discuss the validity of the following statements with reference (¢ Cenmal 23

Excize Bules, 2002, 13 omended =6

(i)  The procedures preseribad for expont under ¢laum for rebae and expon

withiout payment of duty ender bond does not apply to Mepal

{i) In respect of goods received at concessional rate of duty, reétum is

required to be filed on & monthly basis

{iii} Submission of Annual Financial Information Stetement in FORM-ER4

= compulsory on all assessees

{(h) (i} Apte & Apte Led s lovated in India and holding 51% ol shares of  3x2

6
Wilson Lid, a USA based company. Wilion Ltd provides Business =
Muxiliary Services i I]:thptb Lid.
From the following detals, determine the Point of Taxation of Apte &
Apelad ;
Agreed consideration US § 1,00,000
Date on which services are provided by Wilson Ld  16-9-2012
Date on which inveice is sent by Wilson Ltd 19-9-2012
~Date of debit in the beoks of account of Apte & 31.0.2012
—
Apte Lid
Jhate on which payment s made by Apte & 23-&‘2-2ﬁl 2
Apte Lid
4ii}  What is the cbjective of bringing certain services under “Declared
Services" T Mention any three services which full within the scope of
“Declarcd Services™.
LMT P.T.0)
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(c) Examinz the validity of the following statzments with reference to the 3

Customs Act, 1962 :

(1)  Service charges paid to canalyzing apent are pot includible in the
assesscble value of imports.

(ii) Imspection charges are not includible in the assazsable velue of the
e "

imported _goods if contract dees not specify for cerification by an
independent agency.

3. (a) Assessess are the manufacturer of moto7_cars. They were selling the cars 6
much below the cost price continuously for five years and the reasons
attributed was for the purpose of “penetraton of market' and 1o competz with
other mznufacturers of similar cars, actually incurring loss. S—

The department alter due verification as per Section 14A of Central Excise
Act, 1944, refused to accept the assessable value ﬂ:ulEﬁy the asscssees

and coniended that the 'wlﬂi;i;' price declared by the assessces cannot I

considered as ‘nomal price’ under Section 4(1}a) of the Act for the purpose

of quandfication uf:s_se.v.s_.iﬂi value. Further the department opined that the

"penetration price’ is to be considered as an exira consideration and therefore

the :nn::;t: of 'priE_!_s the 5@301151@:&1’!0!!‘ as argued by the assessees,

cannot be accepted. In that view, assessing authority found justice in invoking

Section J{IEt_rjl_ul'li'm Act and resoqed 10 l'::stjndgﬂl assessment

You are required o answer the following questions relevant to the above

problem by naalyzing the provisions of law and also refering w decided case

law, if any :

(1) Whether the selling prce which is below the cost price can be accepred
or rejected 7

(ii) Does the “penciration price’ be considered as an exira ¢commercial
consideration ?

LMT
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(b} (i) MNaveen Construction was & construction company rendering services 3

under category of “construction of remdcntml complex service’ and

wmpamgﬂmmmmmatmm with Finance Act, 1994, They

undzrtook certain construction work on behalf of a tst and paid

service tax accordingly. However, later they filed refund claim for the
— —

service tax 5o paid contending that they were not acally liable wo pay

SEIVICE [ax as it was excempi.

The Depariment rejected the refund claim on the grownd that the refund

application fiked by Naveen Coastruction was beyond the Emitation
—

period ns stated in Section 11B of Central Excise Act. Department did

not dispute the fact that service tax was exempied in the instant case.

Is the Department correct in rejecting the refund claim 7 Substantate

your answer with the help of a decided casc law, if any.

.Ll:p/ Appellant was engaged in the manufacture of steel products and 3
pig-iron_for sale in the domestic and export markets. The zppellant
appointed X E{Eﬂ., a parnership finm as the “handling contractor” for

T - i
clearance of Iron and Steel materials from their stockyard. A formal

b —

contrict was entered inte and accordingly, the contractor shall bear all

the taxes, dutie: and other liabilities in connection with discharge of his

—

nhi.ig‘aj."ﬁn. In the year 2000, liability to pay scrvice tax in case of

“clearing and forwarding ageni’s" service wuos shified from service
= —

provider to Sm%ﬁlw and therefors, the appallant deductad tax on
the bills of the contractor. The contractor refused to accept the
— - % S— - co—

deductions saying that the coatraciual clausz cannot alter the liahility
placed on the recipient (appellant) by Law.

Discuss whether the contention of the contractor stands to reason, with

the help of case law, if any.
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() Sun Synthetic Fibres was an importer. It had imported one unit of the 1

equipment which was declared as “High Speed Draw Warping Machine with

e

]531‘1 ends along with essential spares”. The imponer claimed that these
S =

goods are covered under an exemption notification.

—— —

Under said notification, exemption was available in respect of the High Speed

Warping Machine with yam tensioning, pneumatic suction devices and

gccessories. Undisputedly, the assessce had imported High Speed Warping
s L = el

Muachine, but it had drawing unit and not the pneumatic suction device. The

A — —
—

textile commissioner, who was well conversam with these machines, had

stated thal the goods impored by the assessee were covered under the

exermnption notification. He further stated thot drawing unit was just an
e

essential accessory 10 the machines imported by assessee and, therefore, was

— P —

covered under said notification. The opinion so furnished is taken note of by

S —

the Trilwnal while granting relief to the nssessee. Revenue contended that the

machine imporied by the assessee was not in consonance with the exemption
notification and, therefore, the benefit of exemplion should not be available
under the notification to the assacces.

Discuss whether the contention of the Revenue is sustainable in law, with the

help of decided case law, if any.

LMT

CCI Online Coaching
www.CAclubindia.com/coaching



{0
LMT Marks

{2} The sssessee is engaged in the manufacture of variows types of packasing  §
machines known as F & § machine The machines are made to order according
o the specification of individual customers and such machines, before dispatch,
are w be tested at the custommer’s premises for their satisfaction. On being
satished by the cusiomer, assesgee makes entry in the RG-1 register (DSA)
declanng the machine is manufactured end ready for clearance. For the proper
festing, assessez procures flexible laminated plastic fill in coll form and poly
paper (termed as inputs) which are excisable, and were used for esting, tuming
and adjusting varoeus pans of F & § machine. Assesses filed a declaration and
availed the benefit of cenvar credit for the duly paid on the said inputs.
Department contented that the said materials were used only for testing and as
such, they cannot be treated as inputs for manufacturing final product. Furher,
the department opined that testing takes place only after manufacturing of final
product and any goods used in the process subsequent to manufacture cannot
be termed az inputs under Rule 2(%) of Cenvat Credit Rules, 2004, Asscssee's
contention is that the manufecturing process would be completed only after
iesting and such inputs are used in or in relation v manufacturing end thar the
nputs need notbe present in the final product and therefore, they have the right
10 claim cenvat credi.

Discuss whether the conenticn of the department in depying the cenval credit
5 justificd, You may refer 1o decided case law, if any, in support of your

decision,

(b (1} ABC Lid had paid both the service tax and interest for delayed 3

payment before issue of show couse netice under the Act, Section 73(3)

of the Finance Act, 1994 categorically stated that if the payment of
service tax and intzrest has been intimated to the authorities in writing,

the authorities should not serve any naotice for the amount so paid. But

tw the above, the authorities issued ST w the appellant for deley in
pavment of !«:Eﬁricé [ax,

Discuss with the help of decided case whether the issue of show cause
notice is justified.
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(i)  Dwargkaneth Devasthanams, Dwaraka was running guest houses for the
pilgrims. The department issued S.C.N. stating that the assessecs were
lizble to get service tax registration under “shon term accommodation
service” and thus liable to pay service tax. The assessees, on the other
hand submutted that they were not club or any other asscciation ard
thus, were not liable to get registered under service tax. The Assessess
ventesicd that since they were running guest housas withoul any profit
motive, they were nol liabke to pay servics tax.

You are required 1o examine whether the show cause notice issued by
the department is valid or ot, by referring 1o case law, if any.

(c)  The importer entered into contrect for supply of crude sunflower seed oil @
U.S. § 435 CLF.Meuic 10n. Under the contract, the coasignmem was to be
shipped in the month of July, 2011, The peried was extended by mutuel
agreement and goods were shipped on 5™ Augast, 2011 a1 old agreed prices.
In i weanwhile, the intematioaal prices had gone up due to voluibility in
market and other imponts during August, 2011 were at higher prices.
Department sought to increase U assessable value on the basis of the kigher
prices as contemperancous imports.

Decide whether the cortention of the depariment is correct. You may refer 1o
decided case law, if any, for your decision.

3

ta) (1) Bring out the conditions under which MRP valuation shall apply under 3»2

Central Excise Act, 1944.

(1) In relation to export of excisable goods under Rule 18 of the Central
Excisc Rule, 2002, what are the dutics of excise cligible for rebate 7

LMT
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tu,/ 1994, as amended with effect from 1-7-2012 :

(i) Waorks contract
(i1}  Bundled semvice.

@;’; Explain briefly whether VAT is levizble on each of the following lease
[ransacton

(i) Inter-state leasing
(ii) Maintenance of leased asset.

Enumerare the peralties in respect of impropes exportation of goods undes

Section 114 of the Customs Act.

(i) Differentiate between compounded levy scheme and duty based on
anrual production capacity under Central Excise.
(ii) Bring out the differences between shont levy and shom payment,

OR

Enumerae the safepuards, conditions and limitations subject to which the refund
of Cenvat credit shall be allowed under Rule 5 of Cenvat Credit Rules, 2004,

l:}:}/l, (i} Meation the place of provision of services in respect of the following

(c)

services under the Place of Provision of Services Rules, 2012
(i) Services relating to immnmh!g PrOpErty.
(ii) Services provided at more than cne location.
(ili) Services in respect of Passenger Transportation.
(i) Discuss any three merits of VAT.

Briefly explain the provisions of Section 18 BA of the Customs Act, 1962

regarding property ¢ that may be atiached provisionally to protect the interest of
revenue in certain cases.

Discuss the following terms under Section €5B of the Firance Act 32

=6
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7. (vu Seare the sitnstions in which duty can be remitted under Rule 21 of
: Central Excise Rules. Also discuss whether remission of duty shall be
granied or not in the following cases, with reasor :

(i) Finished goods are destroyed in fire during the process of fire due
1o sponianecas combudion.

(i1} Finished goods (fully manufacwred) were lost before removal
from the faciory and the asscssce hos received a cloim from the
ingarance company.

(ii}  Discuss briefly the residual penalty under Rule 27 of the Central Excise

Rules, 2002. =

() [i]v,- Bricfly explain the provisions in the Service Tax Rules, 1994 relating to
furriching of list of records at the time of filing of retum for the first
time.

w(ii) What are the objectives with which filing of return procedures under
VAT Laws are designed 7 :

(#¥" Briefly stte the rights of the owner of warehoused goods under the Customs
Act, 1961,

LMT
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