

Service Tax  and Vat Problems	
                                                       By-Bharath	                                                                                                                                 
Problem No.1 A partnership firm, gives the following particulars relating to the services provided to
various clients by them for the halfyear
ended on 30-9-2008:
1. Total bills raised for Rs. 8,75,000 out of which bill for Rs. 75,000 was raised on an approved
International Organization and payments of bills for Rs. 1,00,000 were not, received till 30-9-2008.
2. Amount of Rs. 50,000 was received as an advance from XYZ Ltd. on 25-9-2008
to whom the
services were to be provided in October, 2008.
You are required to work out the:
a. taxable value of services
b. Amount of service tax payable
Sol: 
	Particulars
	Rs.

	Total Bills Raised
	875000.

	Less: Bill raised for an approved international organization(not liable to service tax) 
	75000

	Amount not yet received 
	100000

	Total
	700000

	Add- Amount received in advance
	50000

	Taxable value of services provided
	750000

	Service tax payable @ 12.36% on Rs. 750000
	92700.


  	
  Problem No.2: MSD Ltd. has agreed to render services to Mr. Guru. The following are the
Chronological events:
	Contract for services entered into on 3 182008
	Rs.

	Advance received in September 2008 towards all services
	60000

	Total value of services billed in February2009
	210000

	Above includes nontaxable services of 
	70000

	Balance amount is received in March 2009
	



When does the liable to pay service tax arise and for what amount? Contract contains clear details of
services; consideration and service tax are charged separately, as mutually agreed.
	
Solution: As taxable service includes the services to be provided, the liability to pay service tax
arises both at the time of receipt of advance in September, 2008 and at the time of receipt of balance
consideration in March 2009. However, the liability to pay service tax arises only upon the receipt of
the value of taxable services and not when the bill is raised.
	Advance portion
	Rs.

	Advance received towards all Services in September 2008
	60000

	Amount billed for taxable services (210000- 70000)
	140000

	proportionate advance received towards taxable services(60000 x 140000/210000)
	40000

	Service tax @ 12% (since service tax is charged separately) on Rs. 40000
	4800

	Add: Education cess @ 2%
	96

	Add: SHEC @ 1%
	48

	Total service tax liability
	4944


The due date for payment of service tax in the above case will be 5-10-2008

	Balance portion
	Rs.

	Total amount billed
	210000

	Less: Amount for nontaxableService
	70000

	Less: Amount already received on which service tax has been paid
	140000

	Balance amount
	40000

	Service tax @ 12% on Rs. 100000
	12000

	Add: Education cess @ 2%
	240

	Add: SHEC @ 1%
	120

	Total Service tax liability
	12360.




                                                                         VAT
Problem No.1: Compute the invoice value to be charged and amount of tax payable under VAT by a
dealer who had purchased goods for Rs. 1,20,000 and after adding for expenses of Rs.10,000 and
of profit Rs. 15,000 had sold out the same.
The rate of VAT on purchases and sales is 12.5%.
Sol:                                              Invoice value to be charged
	 Purchase price of goods
	120000

	Add: Expenses
	10000

	Add: Profit margin
	15000

	Amount to be billed
	145000

	Add: VAT @ 12.5%
	18125

	Total invoice value
	163125


VAT to be paid
	VAT charged in the invoice
	18125

	Less: VAT credit on input 12.5% of Rs. 120000
	15000

	Balance VAT payable
	3125



Problem No.2: Manufacturer A sold product X to B of Delhi @ Rs. 1000 per unit. He has charged
CST @ 4% on the said product and paid Rs. 60 as freight.
B of Delhi sold goods to C of Delhi @ Rs. 1250 per unit and charged VAT @ 12.5%.
C of Delhi sold goods to D, a consumer @ Rs. 1500 per unit and charged VAT @ 12.5%
	B Liability of VAT
	Rs.

	Cost of product X purchased from Mumbai Rs. 1000 + 40 (CST) + Rs. 60(Credit of CST shall not be allowed under VAT)
	1100

	Sale price
	1250

	VAT payable@ 12.5% on 1200
	156.25



	C Liability of VAT
	Rs.

	Purchase price exclusive of VAT
	1250

	VAT credit to be taken on purchase from B
	156.25

	Sale price
	1500

	VAT payable @ 12.5% on 1500
	187.50

	VAT credit allowed
	156.25

	Net VAT payable
	31.25


.




