5th
Edition

THAT'S IT
on

&

[Summary Provisio so\g

Charts & Amendn&@s /

S
@
e Q\)Q —_—

N\
‘@?&A(o: IPCC

ay & Nov 2017]
&
Tharun Raj




DEDICATED TO
My Wife ABHINAYA RAJ
My Son ADVAITH RAJ

My daughter ADITI RAJ

S’his book is copyrighted as per the provisions

Q of Sec. 45 of Copyright Act, 1957 and no part

of this book should be reproduced without the
permission of author.

2|Page © Tharun Raj



PREFACE TO 1°TEDITION

| want a
simple
tax book.

| am afraid
of big
books!!!

THAT'SIT is designed to cater
the above needs of every student.
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At the outset, I want to thank the
teaching & non-teaching staff of MT
Educare for bringing my “Brain Child”
into reality.

The CA profession is a dizzy road with
thorns for an ultimate bliss in life. The
student has to undergo intensiy,
coaching and learn many r€§
concepts which are of di\&ént
nature; say it be accounts, t, tax,
costing, law etc.,, an rticularly
students at IPCC lev ds it difficult
to absorb as the é@e little time for
exams compareéto the latter stage
of their cug@am.

Onm ‘F&raction with many students
at P& level, I came to know that

“are very much in need of a
imple tax book covering all topics
which helps them to revise and
re"Wise” the subject from time to
time.
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As a faculty, it is a herculean task for
me to make things simple - to the
point and at the same time ensuring
that the essence of law in indirect tax
is not missed.

It took me a considerable amount of

time and I sincerely thank 2‘9{0

almighty and my family for enab

me to put enough efforts regu‘&r@d‘to

bring this novel concept your

hands. QQ)

“That's it”, is d (ged to every
faculty, who m9§ a difficult concept
t

simple to t udents, with their
enormous rts and there by speaks
with wudent with confidence the

twq ¥ werful words after explaining
concept — “That's it".

By the Author

Tharun Raj
tharunraj2307@gmail.com
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PREFACE TO 2NP EDITION

First Edition of this book got released

at the end of November 2014 and
took the blessings of “The Trio” of CA
Education — SSR sir, RSN sir and MFJ

sir and went into the hands of my®
students, with the admlnlstratl\@
support of MT Educare.

This book has got an u%@ evable
response and students j howered
praises on me (th ctual credit
should go to a@hty) Students
rejoiced readinghis pocket book and
gave goo%@ghts to make it more
wonderf

Its time in May 2015 and many
ents asked me “Sir what to read
indirect tax?” and I gave only one
reply “Revise That's it...!'!"” and post
completion of exams, my Gmail and
Facebook flooded with appreciation of

that’s it as it was very handy for them
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before exam and they are able to
perform well in exams.

The point is so simple; in subjects like
indirect tax you should be very strong

on provisions and intricate points and
should have conceptual clarity.
Finally, when you revise and revise<§Q
you will have command over €he
subject and will be waiting fQQJ'Ehe
question paper to arrive.

>
Now, you are hold%\%e second

edition of this boo hope you too
make best use of this book for
your exams. (,(b'

O

In this\@%on amendments carried

out RS April 30, 2014 has been

fed, which are applicable for
vember 2015 exams

Signing off....
@k
THARUN RAJ
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PREFACE TO 3RP EDITION

The journey of “That's it” continues
for 2016 and I wish every reader of
this book a Happy New Year with
loads of success....

After appearing for Nov 2015 examb(Q
I remember my students telling g
“Sir, we read only this book oq@day
before exam and we are ¢ ent of
clearing tax paper, n tter the
level of valuation” >

A\S)
But I don't wa fgfake any credit as
it is the stu§r§ who trusted in my
work and @ got a branding for this
book. X$

ing you all the very best for your
y 2016 exams.

Yours

ol
THARUN RAJ
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PREFACE TO 4™ EDITION

It's really hectic time and the
preparation for GST is ongoing and I
do not know whether I can come out
with the 4™ edition for Nov 2016.

But my students repeatedly asking(Q
me and forced me to come out v¢®
this edition and this edition I wapt-To
dedicate completely to m @dents
and of-course also to my‘@@mily for
giving me time to sit @Qditing this
book to incorporat&@ amendments.

<
An appeal is he@y made to students
to exten ir warm support in
editing thiSpocket book and making it

mor?&udents friendly and also

incgrporating  simple illustrations.
rested can mail to
tharunraj2307@gmail.com
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PREFACE TO 5™ EDITION

Really happy to express that this
masterpiece has achieved a lot and
made me continue for the 5™ edition.

From this edition onwards, I am going

to make “That’s it” book on a yearly(Q
basis (i.e. For May & Nov exa
considering my other engageme@}‘as
BUSINESS  DEVELOPMEN o'&HEAD
(Southern India — Commé)@ of MT
EDUCARE LTD. Q

When 1 started t ook in 2014, I
was just marri nd now along with
this my famiwis growing and I am

blessed a baby girl recently
bringi ore joy into my life.
Praying almighty to give me strength
play many roles in my life
Yours

@Al
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THAT'SIT -1
TAXABLE EVENT
FOR EXCISE

TAXABLE EVENT AND CONDITIONS
FOR LEVY:
The EVENT on happening of which the
duty liability is attracted is known agf@
Taxable event. Under excise the e
event is 2>Manufactu eo'& (or)
production of excisabl ods in
India 6.)
4 basic conditions n@@be satisfied to
attract excise du .h\ lity
(i) There mu goods
(i) Theg must be excisable goods
(iii) Sux@' excisable goods must be
nufactured (or) produced
Such manufacture (or) production
must take place in India

1. MEANING OF “GOODS” UNDER
EXCISE
» Based on Sale of Goods Act = Goods
must be “Movable”
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» Based on UOI V. Delhi Cloth Mills>
Goods must be “Marketable”

» MOVABILITY: The articles must be
something, which ordinarily come or
can be brought to the market to be
bought and sold. Thus, in case of
immovable  properties that are (Q
attached to earth, no excise duty
be levied as they lack movabilityqj.

» MARKETABILITY: Marketa iI'@\is the

capability of a product& bought
and sold in the marketQ

» DEEMED mARKETABILITY
[Explanation te@éc. 2d)] > Goods
includes article, material or
substan@%hich is capable of being
bou r sold for a consideration

= | sale is not necessary to prove

;rketability
Either marketability (or) deemed
marketability must be satisfied.

S Goods having short shelf life are
marketable, if they are capable of

being sold during that short shelf life.
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Goods are Movable

whether they have an
established market

Whether they are sold
for a consideration

QN

\Y
Check forﬁ%tability
s 0) M

== 1

Yes
|
\@ Goods are
Yes (: b' No Marketable
|

*

deemed to be

Goo,
arketable
\

Goods are not marketable
and hence not dutiable
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g

Levy Point of Colle
payment C,
Sec. 3 — Rule 4 of Rule 8 of Central Ex&@ ‘Rules, 2002
Manufacture Central Excise In case of SSI QO
(or) Rules, 2002 -  E Payment - 6™ month following every quarter
production Date of actual In case of oth

of excisable removal of E Payment -@~ of the month following every month
goods in goods from éo
India factory (or) # Faj 0 pay amount of duty on or before due date

warehouse a interest @ 15% p.a on the duty payable
Note: For the month ending mar nd quarter ending march, the due date of

payment is March 31, E- Pa t of excise duty is mandatory, but AC/DC may
allow an assessee to pay d v any mode other than internet banking.

-
.
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2. MEANING OF "MANUFACTURE"
UNDER EXCISE

Manufacture - Sec. 2(f)

Process - Deemed
Incidental/ Manuflacture
ancilliary for I ]
the completion off Labelling (; e-
main product Any process labellin king/
amounting to g
repacki ‘om bulk
| manufacture s 1o retail
as specified in L
Land Mark secti tes/ , affixion of
Case 1on notes, and adoption
chapter notes \
> of any other
- UOL V. DCM to Central %‘)’ process to make
I?&(cctls(ecg_lqnw‘ Schedule III
\,.\%' products
N\ marketable and
.&@ saleable

fadre is a process, but every

pr is not @ manufacture
) facture implies a change & every
ange does not amount to
manufacture.

® By virtue of a process, a new & different
article must emerge having a distinctive
name, character and use.

® The new product must be commercially
different, identifiable product, and then
only manufacture has taken place.
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2.1 When is it said that manufacture has
taken place (not deemed manufacture)?
SC has laid down following tests in J.G. Glass
Industries Case

Both the 2 tests should be satisfied

Identity Test [ utility Test
\

S

NS

A new and distinct Such new ct
commercial product must se €%|Stinct
should come into pursﬁn that of

existance aterial

2.2 What is the acid tes&ﬁ\aéltermine,
who is manufactu r.qu

Rﬁ@}] ship Test
>
If thi@ﬁﬁ?ship between raw material supplier

and j rker is on principal to principal basis,
then ORKER is the manufacturer. Otherwise,

RM supplier is manufacturer

.
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3. MEANING OF “IN INDIA” UNDER EX&@
Scope of Excise Act
> T & '2
‘ Land ‘ ,@ Water ‘
e — | W‘(
Inside India SEZ Upto @ i.e. upto Beyond 200 NM i.e.
except SEZ Exclys{@economic zone High seas
I8K Eot EHTP - gc;b'}B:JeNOT "\Q)" v v
STIID BTI5 DTA’ (Though Inside (absignated areas in the
e India but tinental shelf and exclusive CE Act,
v excluded from } economic zone (EEZ) of India 1944 NOT
CE Act, 1944 levy) \@ ¥ applicable
applicable ((\ CE Act, 1944 applicable

21|Page
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[ Classification of "Goods" ]

On which duty On which duty shall
shall be payable not be payable

Dutiable Non Dutiable
Goods Goods ®

thg al_l the - When all or any of the ba!
asic conditions not satjshgd *

conditions
are satisfied - When goodsd@)not
covered undéendhe Act

and rate of
- When ra %uty is nil in
ariff

duty
available

Non Excisable
goods

NS
]
\'g ~ :
@6 Goods which Goods which
are specified are not
(Q under CETA, specified
1985 under CETA,

. \ ) 1985

Exempted
goods

Nil rated goods

Excisable goods
which are exempted
by way of
notification in
official gazzette

Excisable goods
for which rate
of duty is "nil" or
"zero"
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Types of Excise Duty

{ N
Basic Excise Duty [ Additional duty of Education Cess
excise
\ 7
| |
( ) .

On all goods On panmasala There is no levy
falling under First and cetain e chewiﬁg w.e.f. 1/3/2015
Schedule to CETA SPeC'f;g?jjgtbsaCCO cco, Cigarettes,

;I_) p domestic crude oil
and mobile phones
On majority goods @ ,@
12.5% of Value w.e.f
1/3/2015
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Higher
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THAT'SIT - 2
VALUATION
UNDER EXCISE

1. SPECIFIC DUTY

S Itis the duty payable on the basis of
certain unit like weight, Iengtb(Q

volume, thickness etc. <O

2 However, the disadvantage{?fhat
even if selling price of roduct
increases, revenue rmed by
Government doe%.onot increase
correspondingl@

S Presently, ific rates have been
annou or —

a) Ci s (length basis),
b) éﬂes (per 100 boxes/ packs),
O\ Sugar (per quintal basis),
) Marble slabs and tiles (Square meter
basis),

e) Colour TV when MRP is not marked
on the package or when MRP is not
the sole consideration (based on
screen size in cm),
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2. TARIFF VALUE (SEC. 3(2))

S Value fixed by government from time
to time

< Itis a notional value

o Fixed based on wholesale price in the

market

2 Once ‘'tariff value’ for a commodity ®®
fixed, duty is payable as percent@
this ‘tariff value’ and the
Assessable Value fixed u/s@~

3.DUTY BASED ON @DUCTION
CAPACIT@C. 3A)

\

Section 3A pr Q@; for payment of duty
on the b of production capacity,
without\'Qany reference to  actual
prod@n. Production capacity will be
detesthined as per Rules. Pan masala and

tkha are covered under these
provisions.

4.COMPOUNDED LEVY SCHEME

Compounded levy scheme under rule 15
of Central Excise rules, provides for
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payment of duty at a concessional rate. It
is an optional scheme. The scheme is
presently applicable to stainless steel
pattas/patties and Aluminium circles.
These articles are not eligible for SSI
exemption.

5.MRP BASED VALUATION (4A) @

| Assessable Value = MRP — Abaten;gr{b)v ‘
\4

5.1 When a product is cove@mder
MRP based Valuation?

a) The product must I&&red under
third schedule to CET,

b) The product .t{% e covered under
the provisions arb. egal Metrology Act,

2009 q
c) The p must be notified by CG
under A with a rate of abatement.

Vhen MRP based valuation is not
plicable?
e 4A not applicable to institutional and
industrial sales.

e When different MRP’s are marked on the
same pack, highest MRP shall be
considered.
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When different MRP’s are marked on
different packages, every MRP w.r.to
such sales are considered.

Free samples not packed along with
main product are also liable for MRP
based valuation.

MRP based valuation equally applicable
for quantity discounts.

Crossed out MRP does not have ar&Q
relevance in valuation.
6. TRANSACTION VALUE[4QQ§'%]

6.1 What is the defmm@

transaction value Q’@:

MEANS

e Price paid or ;ﬁgble by the buyer to
the assess ny other person on
asses:}&alf

e The e payment should be by
@Of sale (or) in connection with
ae.

he above payment can be made
before sale, at the time of sale, after
sale.

e Includes all other payments made
indirectly, which is charged by the
assessee in the form of expenses.
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e But the above value does not include
duties, taxes& cess.

EXCLUSIONS:

1. All taxes, duties, cess by whatever
name called.

2. Trade discount and regional discount,
if these are in the normal course of
business.

3. All transportation costs after placegé@
removal and post removal ex
incurred by assessee ar& ater

collected from buyer (| arriage
outwards)

4. Interest on advance, i ssee is not
charging lower pyi those buyers

giving advance.
5. Interest coll % from buyer on

account of ed payment.
6.2 Whe all items are included in
the tr ction value other than

thos&excluded?
ial points on inclusions:

. All packing costs will be included,
except durable and returnable packing
as such. [But its amortized cost is
included]

2. Optional warranty charges is not
included, when buyer does not opt for
warranty.
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3. Dharmada charges incurred as per
statutory provisions is not included.

4. Loading

and

unloading

charges

incurred by buyer on his own account

is not includible.
Note: While deciding inclusions, check
whether buyer has made any payment
and it is by reason of sale i.e. that
payment will not arise, if there is no sale. (Q

6.3 Whether all bought out items &e
included in transaction value’P,&Q)

NV
\ 4 QL}\) v
Parts/ A@%ories Optional
Components K¢ bought out
# O items
Which are not
Which ?ég’\\) essential for v
essentiaNor the These are
3 functioning of neither
ing of | |main product, | |essential parts
main but adds value nor
oduct and to the main accessories
are supplled prodcut but supplied
along with the as a trading
main product activity
30|Page © Tharun Raj




Product— Two Wheeler

Parts/components- Tyres | Accessories—Seat ) N
Lo

Cover/Side stand

e

hence INCLUDED in the OT INCLUDED in

s -'".._ & R
These are essential and -@% not essential and
h

Assessable value N Assessable value

These are trading activity and
NOT COVERED under excise duty
but covered under sales tax

31|Page §




NOTES

o
0\
>
O
<
<
2
\A}\\
&
N

32|Page



THAT'SIT - 3
CENVAT CREDIT

INTRODUCTION:

For manufacturing any goods (or) for
providing any service, it requires inputs
(Raw materials), capital goo (Q
(machineries), input serv@es

(consultancy, etc.,)
\é
(o

Capital (N Input
goqgj.{b"< service

Output
service

e excise duty paid on Inputs and capital
goods and service tax paid on input
services is availed (i.e. taken) as credit,
which can be utilised (i.e. Setoff) for
payment of Excise duty on finished goods
and Service tax on output services.
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1. DEFINITIONS IN CENVAT
CREDIT RULES (CCR), 2004:

INPUT -
MEANS

[Rule
2(K)] -

All goods used in the factory
by the manufacturer (for the
purpose of manufacture) of
final product

Goods including accessori
the value of which is in d
in the value of final prgguct
Goods used for @ration of
electricity for caf@yYe use
Goods use roviding any

output e
#H & ds used for pumping

o) er for captive use.
All capital goods which

behave a value upto "10,000 per

piece.

&

NOT -
INCLUDE

Light diesel oil (LDO)

High speed diesel oil (HSD)
Motor spirit (commonly known
as petrol)

Goods used for construction of
building or part thereof

Goods used for construction of
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civil structure or part thereof

- Goods used for laying of
foundation for support of
capital goods

- But goods used by

INPUT construction service provider
DOES or works contract service
NOT provider, even though u
INCLUDE for construction, is eIigiI:@ r
inputs. <
- Input does not i@e capital
goods and mg hicle
- When capitﬂé?;es are used
as pa components, it is
treat(Qas inputs
- @s used for personal
sadPhsumption of employees.
INPUT \Q'?}’Any service used by service
SERV, provider for providing output
M service
e - Any service used by
\2(I)] manufacture in relation to
INPUT manufacture of final products
SERVICE upto the place of removal
MEANS - Professional  services viz.
accounting, auditing,
35|Page © Tharun Raj




financing, recruitment and
quality control, coaching and
training, computer
networking, credit rating, legal
services, security, share
registry

Intermediary  services viz.
advertisement, S
promotion, market res&u,
inward transportatiop(atorage
upto place of al and
outward tran ation upto
place of re

# Serw y way of sale of
duti goods on commission
b @is sale promotion and

sl an eligible input service.

INPUT >VConstruction services used for

SERV. construction
- Works contract services used
ﬁs‘ for construction
\INCLUDE - But construction services used
for works contract is input
service and vice versa
- Input services wused for
personal  consumption  of
36|Page © Tharun Raj




employee

Renting services, insurance
services, servicing, repair and
maintenance  services, in

INPUT relation to motor vehicle, is
SERVICE not an input service, if the
DOES motor vehicle is not capital
NOT goods. [But, the said servi
INCLUDE will become input servicey” if
motor vehicle is capifaPgoods]
CAPITAL |- Al machineries O ®lectrical
GOODS equipment, to &hplements
MEANS |- Pollution co&qmpment
- Compo ¥ spares and
[Rule acces! s of above

M and dies

2@ - \§3and fixtures
6 efractories and refractory

NE

materials

Tubes, pipes and fittings
thereof

Storage tank

Dumpers and tippers

# Wagons

Components  spares  and
accessories of dumpers and
tippers

Motor vehicles other than
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specified motor vehicles
Chasis of above motor
vehicles

Components, spares and
accessories of above motor
vehicles

# Equipment or appliance
used in office

Capital goods even th
used outside the fac rg’for

generation of ({ﬁ for
captive use withjg_ e factory.
# Capital g @even though
used out@ the factory for
pumpi f water, for captive
usesdithin the factory.

CG ﬁw
DOES | Q¥eff

P
NOT ;\Q_J Specified motor vehicles
$
N ECIFI- | - Motor vehicles for transport of
ED 10 or more persons including
MOTOR driver (8702)
VEHICLE |- Motor cars and other motor
MEANS vehicles principally designed
for transport of persons
38|Page © Tharun Raj




including station wagons and
racing cars (8703)

- Motor vehicles for transport of
goods (8704)

- Motor cycles, including
mopeds and cycles, fitted with
auxiliary motor, with or
without side cars (8711)

CASES If the specified motor v@\és

WHEN are registered in the n of the

SPECIFI- | following service p&@ ers and

ED used in their busi

MOTOR |- Renting of ﬁehicles

VEHICLE |- Transp 'on of goods

IS - Courigagency

CAPITAL |- T ortation of passenger

GOODS A\anarting motor driving

OUTPUT @My service provided by a

SERV, provider of service located in the

M taxable territory but shall not
include an exempted service [i.e.

N only a taxable service]

EXEMPT- | - Nil Rated goods

ED - Non excisable goods #

GOODS |- Exempted goods

MEANS - Goods on which ED payable @

39|Pag
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1%/2% under Noti. 1/2011

EXEMPT-
ED
SERVICE
MEANS

X

- # Any activity which is not a
service

- Services in Sec. 66D of
Finance Act [i.e. Negative list]

- Services in notification no.
25/2012 — ST (i.e. Mega
Exemption Notification)

- Abatement Services (i.e.
which credit is not a ble)
under Notificati0|\®.
26/2012 - ST 4O°

- Compositio@me services
under of ST Rules

- Servige& covered under full

I e charge mechanism,
6 ere service tax is payable
P

by the service recipient

DIT

A\

LMENT & UTILISATION OF

2.1 How to compute net excise duty

payable?

Gross excise duty payable on finished

goods
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(+) Gross service tax payable on output
services

(-) Excise duty paid on Inputs

(-) Service tax paid on Input services
(-) Excise duty paid on capital goods

what is the %6 of credit?
Inputs Immediately (i.e. | 100%,a
within 1 year d paid
from the date of ailable as
invoice)on recejp\J)credit on
of inputs |rlt6®- the basis of
factory on} invoice
manufgsburer or
r@émises by
é«/lce provider
\

N

Inpyt\" | Immediately (i.e. | 100% of
ces | within 1 year service tax
\

2.2 # When credit is available and &
O

ormal | from the date of mentioned
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Service] | invoice) on in the
receipt of invoice! | invoice
Input On payment of 100% of
Service | service tax by the | the service
- Full SR to tax paid
reverse | government?
charge A6
Input Portion of service | 100% af;~
Service | tax payable by the, Eyvice
- Partial | SR: On payment ’%ald
reverse | of service tax to C
charge | government N
Portion of e
tax pa be
SP: e date
t&emt of
x oice’
R

payment is not made by the SR within 3
months from the date of invoice, credit
availed shall be reversed
’Even if the payment is not made to SP by SR
within 3 months, the position will not change
*Condition to make payment to SP within 3
months will be applicable in this case, failure
of which attracts reversal of credit availed.

42| Page

© Tharun Raj



Capital | Immediately on Upto 50%
Goods receipt of inputs in the first
into factory of financial
manufacturer or year of

any premises by purchase
service provider and balance
[Credit can be in the
availed even after | subseque

1 year from the years
date of invoice] <<

\O
2.3 What are the duties @'able as

Credit? Q

e Basic Excise d@dl. Excise duty,
NCCD N

e Service ts()

o #Cr of SBC cannot be availed

g&gédit of KKC can be availed only
Dy'a service provider

Even Additional customs duty paid
u/s. 3(1) (known as CVD) of
customs and additional duty paid
u/s. 3(5) (known as SAD) of CTA,
1975 is available as CENVAT credit.
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2.4 What are the restrictions on

utilization of credit?

S One to one correlation is not
required. Entire CENVAT credit is a
common pool which can be utilised
for payment of any eligible duty or

tax &
2 SAD cannot be utilized for payme@

of service tax.

S # CENVAT Credit cannot ’%%fised
for payment of SBC. o>

2 # KKC should be d only for
payment of KK

2 CENVAT Cred'(annot be utilised for
payment @ under reverse charge

mech (RCM)
o Nc® should be utilized only for
D

No restrictions on utilization of CVD.
# In case of SSI units (Whether
manufacturing jewellery or other
goods), 100% credit on capital
goods available in the same financial
year.
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# Inputs & Capital Goods Can Be
Received Directly Into The Premises Of
Jobworker, But Credit Is Available To
Manufacturer

3. NON AVAILMENT & REVERSAL OF

CREDIT @

e If inputs are destroyed/dama@
after issuing it to production, %
inputs available.

e If inputs are destroye amaged
before issuing it to p tion and if
it is normal lo C on inputs
available

e If inputs a@,destroyed /damaged
before issi¥Ag it to production and if

rmal loss, CC on inputs not

o apital goods are destroyed, CC on
\@ capital goods available.

F\puts must be used in or in relation to
manufacture  of  finished  goods.
Therefore, if inputs are destroyed before
being put to use, CENVAT Credit is not
available on such inputs
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4. REVERSAL OF CENVAT CREDIT
IN THE FOLLOWING CASES:

1. When final product becomes
exempted, the CENVAT Credit w.r.to
inputs lying in stock, in process and
in finished goods lying in stock,®
needs to be reversed. Balance cred'@
if any should also be reversed _

2. Manufacturer can take 6& of
goods in stock on day w@ he final
product ceases to, exempted
goods or becolgbexcisable [Rule
3(2)] <

3. If inputséb'capital goods before
being 0 use, are written off fully
or in books (or) provision has

made to write off fully or
partially, CENVAT credit previously
availed on such inputs and capital
goods needs to be reversed [Rule
3(5B)]
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Example:

For availing credit on Capital
goods
Asset A/c — Dr.
CENVAT Credit (Receivable) — Dr.
CENVAT Credit (Deferred) — Dr.
To Payable A/c (Q
For Writing off of capital goods 00
Profit & Loss A/c — Dr. @.
To Asset A/c. &
For Reversal of Credit @er Rule
3(5B) Q
Profit & Loss A/c — (b'
To CENVAT Q&t (Receivable)
To CEN@(QFedlt (Deferred)
4. If ;{@ on final products is remitted
r rule 21 of excise rules,
CENVAT credit of excise duty paid on
inputs and service tax paid on input
services, used in manufacture of
such goods shall be reversed. [Rule
3(50)]
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5. Remission of duty under rule 21
means excise duty payable on
finished goods are waived, if the
goods are destroyed on account of
natural causes or normal reasons, or
manufacturer has claimed the goods
to be unfit for human consumption
or for marketing. Q)

O

5. INPUT SERVICE DISTRIBLS&

[ISD]: 0?,\

e Service tax paid @;.Q head office,
regional/ branch e can be utilized
through meckadism of ‘Input service

distrizg?ghey should be registered

and redit through invoice [Rule
2

) ISD can distribute CENVAT credit
of service tax availed by it by issuing
an invoice to its manufacturing units
or units providing output service or to
# job-worker. The invoice should have
details as required in Rule 4A(2) of
Service tax Rules, 1994
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e # Manner of distribution of
Credit [Rule 7]:

1. The credit distributed does not exceed
the amount of service tax paid.

2. Service wholly consumed by a unit
shall be distributed to that unit.

3. Service used by more than one unit
shall be distributed to those units aff)
the basis of turnover of such units, |

4. Credit shall be distributed, e@?ﬁ' the
units are engaged in m @cture of
Exempted goods OQ vision of
exempted servi owever such
units shall avail\&t in terms of Rule
6 of CCR, 2

e ISD o file half yearly return

zié@one month from end of half

# As per Rule 7B, manufacturers
with multiple manufacturing units
enabled to maintain common
warehouse for inputs and distribute
inputs with credits to the individual
manufacturing units.
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6. REVERSAL OF CREDIT WHEN

INPUTS AND

CAPITAL GOODS ARE

REMOVED AS SUCH OR AFTER USE:

SITUATION

CREDIT TO BE
REVERSED/PAID
ACCORDINGLY

1. If inputs
are removed
as such

a) So much of the credj
availed <O
b) Duty calculat@l‘on
transaction v at the
time of remaValt

[Whic‘h;e\ is HIGHER]

d

2. If Capital
goods are
removed S\

Sam@s’above
>

@)

D

)

gogils
mputers

& Computer
Peripherals]
are removed
after
[i.e.

use
as

a) Credit availed (-) %
points computed

b) Duty Calculated on
transaction value, at the
time of removal;
[Whichever is HIGHER]

% points depending on
the period of use:
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second hand

For every quarter (or part

<

machinery] | thereof) in 1% year = 10%
For every quarter (or part
thereof) in 2" year = 8%
For every quarter (or part
thereof) in 3 _year = 5%
For every quarter (or part
thereof) in 4"& 5% %Ej;b
=1% R
3. If Capital | a) Credit ava@(fj %
goods points computéd
[Others] are | b) Duty ulated on
removed trans value, at the
after use tim(@! removal;
[i.e. as ichever is HIGHER]

second hani

machine@)
&
&

Yo points depending on
the period of use:

2.5% for every quarter (or
part thereof)

@.‘ If capital

Duty on transaction value

goods are | of waste and scrap
removed as | removed.

waste and

scrap.
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5. If Inputs
are removed

Normal provisions shall

apply:

after use | Excise duty payable on
[i.e. as | Finished goods )
Finished CENVAT Credit availed
goods]

6. If Input | If work-in progress has

Q

are removed | essential  feature &)
after use | finished goods, éhcé'n
[i.e. as | above normal isions
Work-in- shall apply. @therwise,
Progress] provision d to inputs
remo s such shall be
aB&@ole.
S
7. REE OF CENVAT CREDIT IN
CA F EXPORTS [RULE 5]:

NVAT Credit availed on inputs and
input services are available for refund, if
finished goods and output services, in
which the above inputs and input services
used, are exported.
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Refund shall be computed as follows:
Step — 1: Balance in CENVAT Credit
(before refund) = Total Credit availaed (-)
Total credit utilised.

Step -2: Refund formula = Total Credit
Yot dddiddddddds
PPIRR??7?

Step — 3: Maximum refund under Rule &
= Step — 1 (or) Step -2, whichevekUs
lower. &Q/‘
Step — 4: Balance still availabﬁ credit

(if any) = Step—1 (-) Stebq
Note: Step — 4 should@ 0
<&

# Refund applica@n in case of export of

goods is to @éd within 1 year from the
date of e .

#H Re@ application in case of export of

es is to be filed within 1 year from

e date of (a) receipt of payment, if

service is completed prior to such receipt

of payment or (b) issue of invoice, if

payment has been received in advance
prior to the date of issue of the invoice.

availed X
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REFUND OF CENVAT CREDIT IN
CASE OF PARTIAL REVERSE
CHARGE MECHANISM [RULE 5B]

REFUND = Step — 1 (or) Step — 2 (or)
Step — 3, WHICHEVER is LOWER.

Step — 1: Service tax paid by the
SERVICE RECIPIENT w.r.to partial revers
charge @)
Step — 2: Balance in CENVAT; @édit
available with the service prow [Total
CENVAT Credit (-) Service tg¥Jaid by the
Service provider w.r.t rmal services
and services covere@&ler partial reverse
charge]

Step — 3:_ Unbdlized CENVAT Credit as
per Rule DXA/C(-)E

A =§§&ue of services under partial
revgroe ‘charge

‘otal turnover of goods and services
= CENVAT Credit taken on inputs and
input services
E = Service tax paid by the service
provider for partial reverse charge
services
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8. # COMMON INPUTS/INPUT SERVICES USED FOR B
EXEMPTED GOODS/SERVICES [RULE 6]:

A

Yo X3

0
$)

- J
In
puts/Input service us\e€§
1

O\

@UTAIBALE AND

»>

LY 4

4
-

In or in relation to

Non Exempted FG

(or) Non Exempted
Services

Exempted Ser

) 2
d

In or in relation to Exew (or)
’___sr\%‘

v

Preferential (-}S

CENVAT Credit
available on those
Inputs and input
services

In or in relation to both Non
Exempted and Exempted FG
(or) Services
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removals* c)i Other removals|
YA\ ¥
CENV. it CENVAT Credit not

avail those
in nd input
&\ +Services

S

available on those
inputs and input
services

v

2 options are available for
availment of Credit




* Preferential removals are:

In Case of Excise:

1. If goods are removed to SEZ, EOU,
EHTP, STP, UN agencies (or)

2. For exports without payment of
duty(or)

3. Removal of gold (or) silver arising in
manufacture of copper or Zinc(l)@)

smelting .

4. Goods supplied under int@a%onal
competitive bidding (b.

5. Goods supplied to a project

6. Goods supplie Solar power
generation pr. S

7. Goods sue&d for use of foreign

diplonfa&® missions or consular
mis@ns or career counselling
@ers or diplomatic agents

ase of Service tax:
Provision of services to developer or
unit in SEZ in relation to their
authorized operations.
Export of services

3. # Transportation of goods by vessel
from India to a place outside India.
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<&
Options for availment of Credit C’O
)

\ O.°
v @y
Option (i) '& Option (iii)
¢ &,

Pay an amount equal to 6% of _(

value of exempted goods and 7, . .
on value of exe?npte% servicesct &% proportionate CENVAT credit
in case of transport attributable to exempted goods

) or services - Method of
goods/ passeng:;&‘ compuation follows.

Pay an amount equal to

* Abatement is av e for

payment of\ 7%

.
|
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OPTION (III):

= Assesse should first take Common
CENVAT credit of inputs and input
services used in exempted as well as
Non exempted FG (or) Services

= At the end of the month, assessee
should calculate CENVAT credi
attributable to EXEMPTED GO
and EXEMPTED SERVIC *on
PROVISIONAL  basis (@ this
purpose previous ye@)‘b‘fatios of
Inputs/Input ser)@
Dutiable Exempted
Goods/Servi an be taken)

= At the of the year, assessee
shoultﬁ.late the ratios on actual
ba8ig¥and make fresh calculations
and pay difference if any before 30"
June. If it is found that he had paid
excess amount based on provisional
ratio, he can adjust the difference
himself by taking credit.

used in
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Step 1: Computation of provisional

amount on monthly basis — It shall be

reversed

Step 2: Computation of actual amount on

annual basis — only for computation

Step 3: Payment of differential amount, if
any within 3 months from the end of the

financial year (ie. June 30™). If n@)
interest @ 15% p.a is payable. Q"

# Note: In case of ban sré% other
financial institutions, an nal option
is available to rever&e%ét 50% of the
credit availed each@nth.
0’0-
9. GOODS@NT ON JOBWORK
[RULE %{&)(a)]:#
» I sent for job-work, for further
éessing must be returned (as such or
after process) within 180 days from the
date of despatch.
» Capital goods sent for job-work must be
returned within 2 years from the date of
despatch.
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If inputs/capital goods, not received
within in the above specified time, credit
availed shall be reversed.

» As and when such inputs and capital
goods are received after reversal, credit
shall be availed. (Even if such inputs are
received after 1 year from the date of
invoice, as the restriction of 1 year @)
applicable only in case of firstotilrie
availement) 6&

» The above restriction in ¢ @f capital
goods (i.e. to return wm@@years from

the date of despat: (@' not applicable

in case of mouldsK@es, tools etc.,

AC/DC can Erja't the manufacturer to

clear the ssed goods directly from

the K@ISGS of job-worker without
rett@ig them to principal

\ufacturer. Such permission granted
once, shall be valid for 3 financial years.
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10. CENVAT CREDIT IN CASE OF
ASSIGNMENT OF RIGHT TO USE
NATURAL RESOURCES [RULE
4(7)]:#

Credit w.r.to ST paid on one time
charges for allotment of natural
resources to be availed evenly
over a period of 3 yearg)
irrespective of the perioé}‘ r
which such right is gran

Credit w.r.to ST paj annual
payments for of such
natural reso 0 be availed in

the year.&ﬁz which it is paid
(Credi@ be availed even after
a Pesidd of 1 year from the date

\gjnvoice)
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NOTES
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THAT'SIT - 4
SSI EXEMPTION

SSI _Exemption to units other than
jewellery manufacturers:

e The exemption is available vide
Notification No. 8/2003 (Q

e Condition for availing exemptio@
The SSI exemption during the CYMs
available when the turno;/gg‘q the

assessee during the PY is < lakhs.
e Amount of Exe n: The
exemption is upto ‘}@(@khs of turnover

during the CY@ rnover >X150 lakhs
excise duty le.

e Impact @ opening balance of
credi\@’he credit as standing on the

firskday of the financial year in which

exemption is availed shall be lapsed.
vailability of credit on inputs &
input services: CENVAT credit on
inputs purchased, Input services
received not available upto the date

when turnover is < 150 lakhs.

Thereafter, credit available.
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Availability of credit on capital
goods: CENVAT credit on capital goods
is available but can be utilized only

when turnover crosses 150 lakhs.

Exemption is optional: The assessee
can opt to pay normal duty and can
avail CENVAT credit. The option once (Q
availed will be applicable for ent|®
turnover of a financial year.

Non eligible goods: Manufa r of
excisable goods (other tha @a, pan
masala, some tobacco pr ts, sandal
wood oil, weapons, vel sets for
toiletries etc.) a ligible for SSI

exemption. \
Brand n ﬂ? restrictions:  SSI
Exemptiol not available, if the goods
are be@g manufactured and cleared
wit brand name of others, in urban
3. [But, exemption is available if the
nit is located in rural area]. In case of
packing material, account books and
writing pads, SSI exemption is available,
even though such goods are
manufactured with the brand name of
others
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Registration Restrictions:
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# SSI| Exemption in case of jewellery
manufacturers:
2 These provisions are applicable
with effect from 1.03.2016
S If the aggregate domestic

clearances during PY < 1500

lakhs, then during CY upto °1 C@®
lakhs is exempt from pay{@t of

ED

2 Only articles of je ry other
than silver llery is
chargeable %@'

> However, (fticles of silver
jewell tudded with stones

ar chargeable to ED.
=) @ate of ED is 1% (Without
NVAT Credit) and 12.5%

®(With CENVAT Credit)

.
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THAT'S IT -5
PROCEDURES
UNDER EXCISE

1. REGISTRATION [RULE 9 OF CE @

RULES, 2002]: (@
Registration is w.r.to pre s@ - e
factory or warehouse (but e name
of manufacturer) Q

Every manufacturelsQS(Q'xcisable goods,
who is required&@ pay excise duty,is
required to registered, unless
otherwis cifically exempted.
Regisb@«on once obtained is final, it is
n uired to be renewed

r applying for registration in Form A-
1 along with appropriate documents,
registration certificate shall be provided
with a registration number.
Registration number is a 15 digit PAN
based number.
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e # Importer issuing CENVATable invoices
now required to obtain registration.
e # Registration is now permitted
in electronic mode only

2. INVOICE [RULE 11 OF CE RULES,

2002]: (Q

e An invoice is the document, urﬁg@
the cover of which excisabl&@)éds
are cleared by the manu

e It should be signed owner of
the factory or his med agent.

e It should be y numbered and

such serlaﬁb. umber should be
intima e@ to jurisdictional

su ndent.
) éce should be in Triplicate
. IGINAL for Buyer

DUPLICATE for Transporter

e  TRIPLICATE for Assessee

e # Invoice can be maintained in
electronic form, but in case of
duplicate copy, the hard copy of

invoice with——signratare——of
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manufacturer is made available to
transporter.

3. RETURNS UNDER EXCISE:

Return Who is Time limit
required to file
S
ER - 1: All units other | 10th pfhe
Monthly than SSI f%lgvf/ing
returns .& onth
AO
N
ER - 2: EOU Q’)a"mth of the
Monthly Q following
return (O' month
O
A4
ER - 3: ssiahvits 10th of the
Quarterly | 0() following
Return ér quarter
xQ
N
ER ¢ 4'\\ Assessee paying Annually
5 duty of Rs one by 30th
{ i crore or more November
SPinformation | per of
statement |annum either |succeeding
# Annual through PLA or year
Return Cenvat or both
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ER - 5: Assessee filing Annually,
Information |ER - 4 return by 30th
relating to April for
principal the current
inputs year
ER - 6: Assessee filing 10th of
receipt and |ER -5 return following
consumption mo
of each of or®
Principal ()
Inputs
ER-7: Al assesses ‘@nually, by
Annual except 0;2 Oth April
Installed manufactur@ for the
capacity of bir/s@ previous
Statement match@ ithout | year
a?ﬁ}power
, reinforced
é‘r ment concrete
<« pipes
ER-& N Assessee paying |Quarterly
erly 1%/2% excise |within 10

m duty and not days after

y manufacturing | close of
any other goods | quarter
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THAT'S IT -6
SECTION REFRESHER

Constitutional Validity 2 Seventh <‘
Schedule 2 List 1 2 Entry 84 ()O
CENTRAL EXCISE ACT, 1944 &Q‘
[Provisions relating to cent

excise]

Sec. 3 Taxable E\@&\Jﬁder Excise
Sec. 3(1) | Levy pf%&‘i'c Excise Duty
Sec. 2(d) DE@H’Marketabnity

Sec. 2(f) \Bkﬂnition of Manufacture
Sec. 3(2)0$ uty based on “Tariff Value”
Sec. @' Duty based on “Production

N capacity”
R C. 4A MRP based valuation
N Sec. 4 Assessable Value as
Transaction Value
Sec. Definition of transaction

4(3)(d) value
CENTRAL EXCISE TARIFF ACT, 1985
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[List of excisable goods with rate of

duty]

CENVAT CREDIT RULES, 2004
[Provisions relating to CENVAT

Q

Credit]

Rule 2(a) Meaning of “Capital goods” d

Rule 2(d) | Exempted goods (’.O

Rule 2(e) | Exempted Service JQJ‘V

Rule 2(k) | Meaning of “Inpu§0\

Rule 2(1) Meaning of “Irkp@s’ervice"

Rule 2(m) | Meaning of ¥ptit Service

distribw

Rule 3(1) Dutj x eligible for
‘Qﬂﬁzgcredit

Rule 3(4)0 ilization of CENVAT Credit

Rule 3(&%"| Credit on inputs/capital

& 3(6 goods removed as such or

after use

3

\‘
Rule 3(5B)

Credit on inputs/capital
goods written off before use

Rule 3(5C) | Credit in case of remission
of duty on final product
Rule 4 Conditions for allowing
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CENVAT Credit

Rule 4(5) Job work provisions

& 4(6)

Rule 5 Refund of credit in case of
exports

Rule 5A Refund of credit to units in
specified areas

Rule 5B Refund of credit to servicg QO
providers providing seqijces
on reverse charg&

Rule 6 CENVAT credit if@ase of
common i ‘ﬁ)aut
service&or both
duti nd exempted
Qs or services

Rule 7 e%nner of distribution of

\Q credit by input service
K% distributor
@k’ 8 Storage of inputs outside
N the factory of the
manufacturer
Rule 9 Documents and accounts
CENTAL EXCISE RULES, 2002

[Procedures relating to central
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excise]

Rule 4 Duty shall be payable at the
time of removal of goods
from factory/warehouse

Rule 5 Rate of duty or tariff value
is the rate or value in force
on the date when such
goods are removed from 2Q
factory or warehouse Q,°

Rule 8 Payment of exuse\@y

Rule 9 Registration (\’b'

Rule 11 Invoice AQVJ

IMPORTANT CASE ,;@Hs

UOL V. Go%’ﬁ'\’ust be marketable
Delhi Cloth 0()
Mils Q)
IMPO T NOTIFICATIONS
214(88° If raw material supplier
§ undertakes payment of
N duty, job worker is
exempted from payment of
Excise duty
67/95 If final product is dutiable,
intermediate product
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captively consumed is
exempted.

89/95 Waste & Scrap arising out of
manufacture of exclusively
exempted goods, are also

exempted. g
8/2003 Small Scale Industry (SSI&)O
Exemption. .0,
\Y
\O
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[FINANCE ACT, 1994]

THAT'SIT -7
BASICS OF SERVICE TAX

1.1 What is the meaning of “Servu@)g

<
3

SERVICE - Sec. 653(44)\0

npg| EXCLUDES |

| MEans | | InNcLupes
¥
7 N 7
- Any Service be s M - Transfer of
- Carried out - movable property
by a person 0 A - Actionable claimg|
for another
XQ I - Transfer of
- for N immovable property

considerati
\

&

L - Legal Fees

E - Employee-
Employer
relationship

D - Deemed Sales

e Activity is not defined but in general
parlance, activity would include an

79|Page
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act done, or work done, a deed
done, an operation carried out.

e Activity in relation to transfer/ sale
of goods is not service

e Goods include securities viz. shares,
debentures, derivatives, mutual fund
units.

e Therefore, buying or selling of
mutual funds or debentures would)
not be a service as the same wophid
be transaction in securities. &

e Activity in relation to tr r/ sale

of immovable prope ot service
e Transfer also incluqbgzi or transfer
in any Ot% manner  (i.e.
assignment, quishment of title,

extinguis| t of title, will,

nal but not fees payable to
advocate.
Principle of mutuality applies in case
of service i.e service must be
provided by one person to another.
e Service provided by a person to self
is outside the ambit of taxable
service. Eg: Service provided by one
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branch of a company to its another
branch is not a service.

e Transaction merely in money without
consideration is excluded from the
definition of service.

e Services provided in the course of
employment by an employee to
employer is outside the ambit of
service Q)

e If an employee provides servi S?n
contract basis, then it ﬁ be
treated as provision of s

e Service does not cov nctions or
duties performed LA, MP, and

any person w olds any post in
pursuance e provisions of the
constitutigQy

e Servi hich are specified in sec.
6 . negative list are termed as
k. taxable services”.

o \ Services which are specified in mega
exemption notification no. 25/2012
are termed as “Exempted services”

e Declared services are activities that
have been specified in Sec. 66E of
the Act. When such activities are
carried out be one person to another
in the taxable territory for a

8l|Page © Tharun Raj



consideration then such activities are
taxable services.
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N

N
Levy Point of payment Co&éc\ion
Sec. 66B — Point of taxation Rule 6 of Service t %ﬁles, 1994:
Date of Rules, 2011: In case of Individ Firm
provision of Generally, the date of E Payment - 6% e month following every quarter

taxable service invoice or date of In case of ot
payment received,
whichever is earlier

Qr
Note: For the month ending march and qua ?ﬂing march, the due date of payment is March
31%, # w.e.f 15 Oct 2014, every assessghall pay duty through internet banking. But,
AC/DC for reasons to be recorded"?lb‘(/vritinq. allow an assessee to pay duty by any
mode @r than internet banking.

N\

f the month following every month
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1.2 What are declared Services?

1. Renting of immovable property

2. Construction Services

3. Intellectual Property Right Services

4. IT Software Services

5. Doing an act, Not doing an act &
Tolerating an act

6. Hiring & Leasing of goods

7. Hire-purchase  or installmenL{Q
transactions Q)

8. Works Contract 9

9. Restaurant or Catering ServicQQ}

1 use

0. Transfer of right \€
telecommunication spe@
1.3 What are deeme es?

The following transq%a\s are deemed to
be sales as per ‘§ e 366(29A) of the
Constitution.

1. TransfeR)~ otherwise  than in

pur e of contract
2. contract
purchase or installment
transactions
Transfer of right to use goods (i.e.
Leasing)

5. Supply of goods by an unincorporated
association or body to its members

6. Supply of goods as a part of service,
being food, drink or any other article
for human consumption
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1.4 What is the meaning of ACTIVITY
for CONSIDERATION?

e Consideration means “quid pro quo
- i.e. something in return.

e Consideration can be monetary or
non monetary

e Money value of non monetary
consideration shall be included in
value. Such monetary value will be&
determined in terms of sec. 67()®
Finance Act, 1994 N

e There must be a direct link &@deen
activity and consideration

”

e Such link must be i iate but
not remote

e Activity without eration is not
service [DonaggRs, gifts are not
consideratio

e Considera without activity does
not ¢ te service [Free charities
are de the ambit of service. But

for consideration is taxable,

ess otherwise exempted]
Consideration may be paid by a
person other than the person
receiving the benefit of service

e Fines and penalties are legal
consequences of a person’s actions
and are not in the nature of
consideration for an activity
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1.5 What is the meaning of “Service

provider” and “Service recipient”?

e Service provider:Any person who
provides taxable service is “Service
provider”

e Service Recipient: Anyperson who
is receiving taxable service provided
by a service provider is %(Q

“Servi
recipient”. <O

@0
1.6 What is the Meaning oféuéon?

[Sec. 65B(37)]: Individu F, Firm,
LLP, AOP or BOI whether. porated or
not, Company, co-op , Government
(Central/State), a Q@) authority, or every
artificial juridic son not falling within

any of the [6© ing sub clauses.
<

1.7 \@‘IS actual service recipient?
Noglyally, the person who is legally
tited to receive a service and,
herefore, obliged tomake payment, is the
receiver of a service, whether or not he

actually makes the payment or someone
else makes the payment on his behalf.
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1.8 What is principle of mutuality?

As per this principle, there must be two
parties for levy of service tax i.e. service
must be provided by one person to
another person.

1.9 What are exceptions to the

principle of mutuality?
Exceptions [Explanation 3 to Se©®
65B (44)]:

1. An establishment of a

located in taxable tergi and
another  establishmen such
person located i on-taxable
territory are % ated as

establishments inct persons.
2. An unincorp d association or

body of ons and members
thereof also treated as distinct
perso

Imp@ons of above:

o rvices provided by Infosys
(Chennai) to Infosys (Bangalore) are
not a service and hence tax shall not
be payable.

e Services provided by Infosys (India)
and Infosys (U.S) are covered under
the ambit of service and hence tax
shall be payable.

e Services provided Renault Nissan JV
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to its members Renault or Nissan
and vice versa is a service and tax
shall be payable.

1.10 What are exceptions to the
principle of mutuality?

Exemptions [Notification no.
25/2012]:

Service by an registered, unincorporate
body or a non- profit entity, to its

members by way . f
reimbursement of charges or 3@%
contribution—
1. As a trade union;
2. For the provision rry|ng out
any activity whiciO¥s exempt from

the levy of s tax; or
3. Up to a ount of '5,000 per
mong member for sourcing of

go r services from a third
n for the common use of its
mbers in a housing society or a

«residential complex [i.e. Resident
Welfare Association (RWA)]

Circular No. 175/1/2014 (dated:
10/1/14)
S If per month, per member

contribution exceeds °5,000, the

entire  contribution  would be
ineligible for contribution and service
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tax would be leviable.

S Small Service Provider exemption
under Notification no. 33/2012 is
applicable to RWA. (i.e. the taxable
value of services is exempt upto 10
lakhs)

S RWA incurring expenses  viz.
electricity bill, telephone bill on
behalf of members is excluded as@
per rule 5(1) of valuation Rul
2006 for determining the valueCo

taxable services of RWA <
2 RWA can avail CENVA it in
terms of CENVAT credit , 2004

Q%'Q
%)
N
0’0’
6\\
x&

<

.
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O((\THAT’S IT-8

POINT OF TAXéf-ION RULES, 2011
\v

Different situations and the point of taxation Date@‘ Date of Date of

in each situation. Comp. 6@9 o] Invoice payment
seryéxDOC) (DOI) (DOP)

Rule 3-> THE RATE OF DUTY IS SAME ON ’b\" -

ALL THE DATES — Normal Service ,:Q

(i) If payment is received before completion\VJ POT

of service. (i.e. Advance)

pox
(i) If Invoice is issued within 30 or 4E<@§

from the date of completion of se

POT shall be earlier of
these two dates

(iii) If Invoice is not issued withipQor 45
days from the date of completi&f service

POT

.
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Fa N
Different situations and the point of DOC @OI DOP
taxation in each situation. )
Rule 3->CONTINUOUS SUPPLY OF SERVICE | Same as situgtjon (i) except that deeming
— Which takes more than 3 months to fiction reg&% the COMPLETION OF
complete. SERVICJ;\
Rule 4(a) ->SERVICE PROVIDED BEFORE Q POT shall be EARLIER of
CHANGE IN RATE Q these 2 dates

Rule 4(b) ->SERVICE PROVIDED AFTER q
CHANGE IN RATE K

v
2

(i) If both invoice and payment are rece;@ﬁ'
before change in rate (or) after cha
rate

POT shall be EARLIER of
these 2 dates

(ii) In a case other than (i) ab

s\’

POT shall be LATER of
these 2 dates
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N
Different situations and the point of DOC stl DOP
taxation in each situation. »-'O

Rule 5> WHEN A SERVICE BECOMES @.
TAXABLE FOR THE FIRST TIME ,\&
(i) If invoice is issued and payment is N%_Qld( PAYABLE to that extent

received before the new service becomes

taxable ,\(\Q
(ii) If invoice is issued within 14 days after \O" NO TAX PAYABLE
the new service becomes taxable but Q_;,qProvided, invoice is issued to the extent of
payment is received before & payment received]

(iii) Scenario (i) - If invoice is issued O~
before, but payment is received afte r) POT shall be determined as per Rule 3 (or)

Scenario (ii) - If invoice not issu%wlthin as per Rule 8A, officer shall determine POT
14 days after the new service @ es
b

taxable but payment is recejwed*before.
\ ¥
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(iv) If both invoice and payment date falls
after the new service becomes taxable.

@’shall be EARLIER of
~ these 2 dates

Different situations and the point of DOC @. DOl DOP
taxation in each situation. ,\\
Rule 7 REVERSE CHARGE#: ,o'\\’ POT

(If
[If payment is not made within 3 months QQ payment is
from DOI, the POT shall be the date Q(O' made to SP
immediately following the said period of 32 within 3 m
months [Notification No. 13/2014 w from DOI)

1/10/2014]. For example, if invoice is i
on 23/7/2014 and the payment is ade

by the service recipient on E:QP,QSbefore

23/10/2014, then point of ta shall be

24/10/2014.] .
\S

rY
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Different situations and the point of
taxation in each situation.

N
Qvol DOP
-

Proviso to Rule 7 > GOVERNMENT
SERVICES — Date when payment is due (or)
date of actual payment whichever is earlier

>

POT shall be earlier of
these two dates

Proviso to Rule 7> TRANSACTIONS WITH
ASSOCIATED ENTERPRISES (Where person
providing service is outside
India)[Remember: The liability to pay duty iiq
on the service recipient]

Date of debit in the books
of service recipient or date
of making payment,
whichever is earlier

Rule 8> Payments pertaining to copyr@s"

POT shall be EARLIER of
these 2 dates

and trademarks
\ 4
xQ

<

.
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THAT'SIT -9
NEGATIVE LIST

S.No. Service under Negative List
1. Services provided by government
or local authority other than the
following
1. Services by department of
posts — Speed p@
express parcel post
insurance and ncy
services provi to a
person @- than
governmen S

2. Transpor n of goods

in relation to
ft or vessel inside or
side the precincts of

port or airport
\,@ # All services other than
(Q above provided by

* government to business
entity (See Exemptions
below)

Exemptions with respect to

4™ point:

a) Services to a business entity
with a turnover < "10 lakhs
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b)

c)

d)

e)

9)

\
h)

)

during PY

Inter-governmental  services
(or) inter-local authority
services

Fee for specific certificates —
Visa, driving licence, birth or
death certificates

Services upto a value of

*5,000 per invoice.

Service in  relation Sp
registration required @ er
any law

Service in relatio estmg,
calibration, saf%?b' check or

certification Mg to safety
of worl consumers or
public., @,

Servié in relation to
al on of natural

urces to an individual
armer in relation to

agriculture.

Services provided by
municipality, municipal
corporation and gram
panchayat

Merchant Overtime Charges
(MOT) collected by certain
officers.
Consideration for tolerating
an act

© Tharun Raj



N

k) Right to use natural resources
assigned before 1.4.2016
Services provided by RBI (But,
Services provided to RBI are
taxable)
Services by foreign diplomatic
mission located in India
All services relating to agriculture
or agricultural produce
(Agriculture includes rearing of,
life forms excluding horses) _
Jobwork in relation to agri& re
is EXEMPTED.
Trading of goods Q"
# SERVICES BY F
CARRYING OU Y PROCESS
AMOUNTIN ‘@ MANUFACTURE
ON OF GOODS
ALCOHOLIC LIQUOR

FO AN CONSUMPTION
g of space for
ertisements in print media*

N\ " Access to a road or a bridge on

payment of toll charges

# Betting, gambling or lottery
(OTHER THAN SERVICES OF
LOTTERY DISTRIBUTOR OR
SELLING AGENT OR ANY
INTERMEDIARY)

*Print media to include books & news paper
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10. #+H-Entry-to-entertainment-events
and-aceess-toamusement

faeilities-OMITTED
11. Transmission or distribution of
electricity

12 Sewees—by—way—ef—Pfe-seheeml

©

13.

se is non taxable
Renting for commercial
purpose is taxable
Services by way of extending
) deposits, loans or advances in so
far as the consideration is
represented by way of interest or
discount
(b) Services by way of interse sale or

-

® Omitted and moved to exem ption
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15.

16.

17.

purchase of foreign currency
amongst banks or authorized
dealers of foreign exchange or
amongst banks and such dealers

service of transportation of
passengers, with or without
accompanied belongings, by-

(i) '

(ii) railways in a class other th
(A) first class; or A
(B) an airconditioned coaGQ,QJ
(iii) metro, monorail o way;

(iv) inland waterwa@'
(v) public trans@ er than

predominantly ourism
purpose, in sel between
places lo in India; and

in services by way of
sportation of goods:

®-> Transportation of goods by

road is non taxable

-> But GTA Services, Courier
agency services even though by
road is taxable.

- Transportation of goods by
inland waterways is non taxable.
Funeral, burial, crematorium or
mortuary services including
transportation of the deceased
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THAT'S IT - 10
VALUATION UNDER
SERVICE TAX

VALUATION UNDER SERVICE TAX~QO
(SEC. 67) <O
O If Service is Provide éor a

consideration in money Value =
Gross amount cha’r§&/ service
provider.

O If service l{é?rovided for a
consideratio, ’bot wholly or partly in
Money @gglue = Money received +
Mone@ value  of additional

cn@eration. [This value is always
clusive of service tax].

f the money value of consideration is
not ascertainable —> Value as
determined by valuation Rules.

O Consideration includes any amount
that is payable for the taxable services
provided or to be provided

O Gross amount charges shall include
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any amount received before, during or
after provision of service
O Donations not considered as Value.

POINTS TO REMEMBER:
O The applicable rate of ST is 14%

o

o

# Swatch Barath Cess (SB Cess) |s
@ 0.5% of the value of taxa
service and Krishi Kalyan Cess(@
0.5% of value of taxable se

Unless otherwise speqﬁ%@onmder
value as exclusive oft

MEANING OF CON‘;@%ATION

1.

Any amoupi\nayable for the

services U
- @ance payment

X/ Arrears in payment
Direct or indirect payment

&

Reimbursable expenditure (or) Cost
incurred by SP AND charged to SR
in the course of providing service,
but does not include expenditure
incurred as a pure agent

3. The following shall be value in case
of lottery distributor or selling
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agent
- Fee/Commission
- Any amount retained
- Sale price (-) purchase price

ST VALUATION RULES, 2006

Gross amount charged by service Rule
provider for providing SIMILAR 3(@\
service ~O

\v
If above is not possible, EQUIVALENT Q *Rule

money value, which should not b 6& 3(b)
less then cost of provision of ser)%
PEN

AO has power to detern;@que Rule 4
by issuing SCN NQ)

@‘
VALUE OF FOR®X TRANSACTIONS
(INCL. M CHANGING) - RULE
2B
x&
Th A LUE"” as per Rule 2B is as follows:
When there is purchase or sale of
INR and the RBI reference rate is
available, Value = (Buying/Selling

rate - RBI ref. rate) X Units of
currency [Ignore +ve/-ve]

2. When there is purchase or sale of
INR and the RBI reference rate is
not available, Value = Gross amount
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of INR provided or received X 1%

3. When the currencies involved in the
exchange transaction are foreign
currencies, Value =

Lower of
|
| |
Purchased currency Sold currency conv
convertedinto using RBI into? using RBI r ence
referencerate X 1% rate >{<)1 b

A4

Note: On the value ascerta}ir&%?@ove, ST

@ 14% + SBC @ 0.5% 0.5% is

payable.
[Also refer for corw@'tlon scheme
in p

VALUE OF K&ECOMMUNICATION
SERVICF@

The ﬁ% of telecommunication service
sh the gross amount paid by the

n to whom telecommunication
rvice is actually provided.

Exemption vide Notification No. 25/2012:
Services by a selling agent or a distributor
of SIM cards or recharge coupon vouchers
are exempted from service tax.

Example:
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MRP of SIM card = "200

Payment by Dealer to telecom company =
*150

Value in the hands of telecom company =
*200 (but not "150)

COMPOSITION SCHEME:

Air Travel agent - Rule 6(7): O®
ST @ 0.7% of the basic fare in th@ase

of domestic bookings, and

ST @ 1.4% of the basic fare A <?ue case

of international bookings. Q)

Life Insurance - R A):
e ST @ 14%\(: entire premium

received, u'b, ase of risk cover

poI|C|es

o Q% on [Gross premium

(-) Amount allocated for

i ment],ff the amount allocated
§e investment to savings, is
intimated to policy holder, at the
time of providing service

e # In case of single premium annuity
policies, ST @ 1.4% of single
premium charged from policy holder

e  Other cases (i.e. normal policies)>
For the first year of the policy
->Service tax @ 3.5% of the gross
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amount of premium charged.

For the subsequent year of the

policy = Service tax @ 1.75% of the

gross amount of premium charged.
Distributor/Agent of lotteries - Rule

6(7C):

Where the guaranteed lottery prize
payout is > 80% > ° 8,200/- on every
'10 Lakhs (or part of 10 Lakhs)@
aggregate face value of lottery  tic

printed <

Where the guaranteed lo prize
payout is < 80% > 12,8 on every

'10 Lakhs (or part o Lakhs) of
aggregate face valug;a’ lottery tickets
printed <

Sale/Purchas ‘% foreign currency
including §fev changing - Rule
6(7B):

Upto 00:

0.4% % of the gross amount of currency
anged (or) “30 whichever is higher

Exceeding 1,00,000 and upto
10,00,000:

'140 + 0.07 % of the gross amount of
currency exchanged (Exceeding
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*1,00,000)

Exceeding "10,00,000:

770 + 0.014 % of the gross amount of
currency exchanged  (Exceeding
10,00,000) (or) 7,000 whichever is

lower.
$

)

COMPOSITION SCHEME - SPEC@
POINTS Q)

e All the above are servi@}x payable
but not “value”.

e Itisan optiona\é&‘me. If SP want
to pay ST as @ ormal provisions,

he cando s

e The optfj hould be availed in the
begin of every financial year in
writhda to AC/DC.

o option once availed will be

applicable for entire financial year in
respect of all transactions. In case of
lotteries, it can be availed within one
month.

e If this option is availed, the SP
comes under the category of
“Exempted services” for CENVAT
credit purpose and accordingly,
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credit not available.

e Small service provider exemption is
not available, if composition scheme
is opted for.

e # SBC Shall be computed as service
tax determined above X 0.5/14.

“In Normal scheme, there involves
computation of Value & ST but in &
Composition scheme, only O

computation of ST” @)
NOTES '&Q}
\O
AL
O
\0'0'

R\

AN '0'

N

A
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O

&
THAT’ - 11
EXEMPTED Q@zvas

S.No Exempted %QICGS

1 Serwce;@t\]e UN/ a specified

int nal organization;

2 'Iét h care services by a clinical

# {Qg ablishment, an authorized

.> medical practitioner or paramedics;

ii)transportation of patients in an
ambulance even otherwise as a part
of health care service is also exempt

2A Services Provided by Cord Blood

# Banks by way of preservation of
stem cells or any other service in
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2B

5A

L Q)5P SR
{Q\‘An arbitral | Any person other
tribunal than business

entity

relation to such preservation
Services Provided By Common
Biomedical Waste Treatment Facility
Operators

Services by a veterinary clinic in
relation to health care of animals or
birds;

Services by an entity registered f@&
providing charitable activities; Cy

# Charitable activities incl Yoga
(a) renting of precincts*o\Q religious

place meant for gen ublic; or
(b) conduct of a ious
ceremony (ref s ceremony does

not incIude&rriage);
Service, A Specified Organization
In RsDect Of A Religious Pilgrimage

A business entity
with a turnover
upto 10 lakhs in
the preceding FY
Individual | An individual
advocate advocate/ firm of
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(other advocates

than Any person other
Senior than business
Advocate) | entity

/ firm of A business entity
advocates | with a turnover
upto 10 lakhs in
the preceding FY ,-Q

Senior Individual in his
Advocate personal capa;gtg"
8 Services by way of traini
coaching in recreation ivities
relating to arts, cu&@or sports;
9 Services prowd

# a) by an ed@nal institution to its
students ,?u & staff
b) to ational institution® in
res of education exempted from
ice tax, by way of,
& ransportation of students, faculty
* and staff
Catering service including any mid-
day meals scheme sponsored by the

®Those institutions that provide services
specified in negative list — Refer point 12 in
negative list
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government

Security or cleaning or housekeeping
services

Services relating to admission to
such institution or conduct of
examination.

Services in relation to renting of &
immovable property to educati@9
institutions would become Ble;

9A Any service provided bX\O

rNationaI skill develop orporation )

é@uncil

Assessment agent

Training partner

\.

< In relation to-
Any notified programme, course or
scheme by the above.
#H Following programmes offered by
9B IIM other than executive
development programme.
e 2 year full time residential
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PGDM where selection is
based on CAT exam
e Fellow programme
e Five year integrated
programme
# Services of assessing bodies
9C empaneled by Directorate General E&\

Training
# Services by way of skilI/vocatioQéD
9D training by Deen Dayal Upgddaya
Grammena Kaushalya Y@a
10 Services provided toQ(écognized
sports body by QN
(a) an individ a player,
referee, u , coach or team
mana (@F participation in a
spo@ event organized by a
&@ygnized sports body;
another recognized sports body;
11\ * Services by way of sponsorship of
sporting events organized,
(a) by a national sports federation,
or its affiliated federations, where
the participating teams or individuals
represent any district, state, zone or
ANY COUNTRY;
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(b) by Inter school, inter university
associations, All India Sports Council
for the Deaf, Paralympic Committee
of India or Special Olympics Bharat;
(c) by Central Civil Services Cultural
and Sports Board;
(d) as part of national games, by
Indian Olympic Association; or @
(e) under Panchayat Yuva KrengO
Aur Khel Abhiyaan (PYKKA) &heme;
15 Temporary transfer or itting the
use or enjoyment of, pyright,

(a) relating to or)@ terary,
dramatic, musi{Cs™or artistic works;
(b) of cinqubgraph films for
exhibiti@(b{a cinema hall or cinema
the

16 es by a performing artist in

# k or classical art forms of (i)

+" music, or (i) dance, or (iii) theatre,

if the consideration charged for such
performance is not more than Rs.
1,50,000
Provided that the exemption shall
not apply to service provided by
such artist as a brand ambassador
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17

18
#

19

20

Services by way of collecting or
providing news by an independent
journalist, Press Trust of India or
United News of India;

Services by a hotel, inn, guest
house, club, campsite BY
WHATEVER NAME CALLED7, for

residential or lodging purposes, O®
having declared tariff of a unit Qfy

accommodation < 1,000 &%éy or

equivalent \
Services provided | @c'ion to

serving of food verages by a
restaurant, joint or a mess,
other th ose having the facility

itioning or central air-
he in any part of the
’égdblishment, at any time during
e year;

: 19A services in air- conditioned

canteen of factory

Services by way of transportation by
rail or a vessel from one place in
India to another of the following

7 . .
Commercial or non commercial
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goods

(b) relief materials meant for victims
of natural or man-made disasters,
calamities, accidents or mishap;

(c) defence or military equipments;
(f) Registered newspaper or

magazines;
(g) railway equipments or materi§
(h) agricultural produce; (@)

(i) milk, salt and food gralr\@aludlng
flours, pulses and rice;

() chemical fertlhze%@'gamc
Manure and oilc v

(k) Cotton - gi or baled.

21 Services prQy ed by a goods
transpo@%ency (GTA), by way of
tra t in a goods carriage of,-

goods specified under “20”
ove

+ (b) goods, where gross amount
charged for the transportation of
goods on a consignment transported
in a single carriage does not exceed
Rs. 1,500;
(c) goods, where gross amount
charged for transportation of all
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such goods for a single consignee
does not exceed Rs. 750;
22 Services by way of giving on hire
(a) to a state transport undertaking,
a motor vehicle meant to carry more
than twelve passengers; or
(b) to a goods transport agency, a
means of transportation of goodso@
23 Transport of passengers, with &,
# without accompanied belo@g‘s, by
(a) air, embarking fro
terminating in an air@'\ocated in
the state of Arugﬁa radesh,
Assam, Mani eghalaya,
Mizoram, ngland, Sikkim, or
Tripurae@t Bagdogra located in
We ngal;
& contract carriage (other than
-conditioned contract carriage and
+ radio taxis) for the transportation of
passengers, excluding tourism,
conducted tour, charter or hire; or
(c) Stage carriage, other than air
conditioned stage carriage.
25 Services provided to Government, a
local authority or a governmental
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authority by way of

(a) water supply, public health,
sanitation conservancy, solid waste
management or slum improvement
and up-gradation; or

(b) repair or maintenance of a
vessel;

26 Services of general insurance &
business provided under certail(,o
schemes for &Q)‘
Agriculture & Farmers \O
Below poverty line
Women Q

26A IRDA approve@ micro-insurance
schemes wig¥-5um assured not
exceed'Q&S0,000

ntribution under Atal Pension
* Yojana
Services of life insurance business
26C by way of annuity under National
Pension Scheme
27 Services provided by an incubatee
up to a total turnover of 50 lakhs in
a FY subject to the following

26B §&es by way of collection of
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conditions, namely:

(a) the total turnover had not
exceeded 50 lakhs during the
preceding FY; and

(b) a period of 3 years has not been
elapsed from the date of entering
into an agreement.

29  Services by the following person%@
respective capacities (@)
(a) sub-broker or an autho{@d
person to a stock broke\o
(b) authorized perso%@'a member

of a commodity ;\éha ge;
(g) business f@ tor or a business
correspondQ to a banking
compa -r.to basic savings
acc@‘covered by PM Jan Dhan
QgMa or an insurance company, in
ural area; or
+" (h) sub-contractor providing services

by way of works contract to another
contractor providing works contract
services which are exempt;

30 Carrying out an intermediate
production process as job work in
relation to
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31

33

(a) agriculture (paddy milled to rice
is also exempt), printing or textile
processing;

(b) cut and polished diamonds and
gemstones; or plain and studded
jewellery of gold and other precious
metals,

(c) any goods on which appropriﬁ(\
duty is payable by the principalC y
manufacturer; or <
(d) Certain process, duN \1e
course of manufact (éf parts of
cycles or sewing L%ﬂes upto an
aggregate va 150 lakhs in a FY
subject to ondition that such

aggre @alue had not exceeded
15 s during the preceding FY;
rvices by an organizer to any

rson in respect of a business

+  exhibition held outside India;
(b) GTA service provided for
transport of export goods by road
from the place of removal to an
inland container depot, a container
freight station, a port or airport.
Services by way of slaughtering of
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animals;

35 Services of public libraries by way of
lending of books, publications or any
other knowledge- enhancing content
or material;

36 Services by Employees’ State
Insurance Corporation to persons
governed under the Employees’ (Q
Insurance Act, 1948. ESI SER S
EVEN FOR A PERIOD PR&@‘TO
1/7/2012 ARE EXEM

37 Services by way of er of a

going concern, Q\l ole or an
independenv&&%\ereof;

38 Services y of public
conven'@%s such as provision of
fac@ of bathroom, washroomes,
J@ ories, urinal or toilets;

39 rvices by a governmental

* authority by way of any activity in
relation to any function entrusted to
a municipality under article
243 W of the Constitution.
40 Services by way of loading,

unloading, packing, storage or
warehousing of rice, cotton —
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41

42

43

44

46

ginned/baled.
SPECIALIZED FINANCIAL
SERVICES RECEIVED BY RBI
FROM OUTSIDE INDIA, IN THE
COURSE OF MANAGEMENT OF
FOREIGN EXCHANGE RESERVES,
e.g. external asset management,
custodial services, securities lendj
services, are being exempted. O
Services provided by the I@h‘tour
operators to foreign to in
relation to tours wh onducted
outside India
Services proy, y @ common
effluent tr %ent plant operator for
treatm@ effluent
ser by way of preconditioning,
f&gooling, ripening, waxing, retail
acking, labelling of fruits and

* vegetables

services provided by way of
admission to a museum, zoo,
national park, wild life sanctuary and
a tiger reserve

services provided by way of
exhibition of movie by the exhibitor
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(theatre owner) to the distributor or
an association of persons consisting
of such exhibitor as one of its
members.

47 # Services by way of right to
admission to —
(i) Exhibition of Cinematograph film,
circus, dance, or theatrical @
performance including drama O
ballet \Q,‘
(i) Recognized sportin
(i) award function,
pageant, musica
any sporting other than a
recognized rting event, where
the congideration for admission is

not@\;’e than '500 per person.

#H {égﬂ/ices by specified bodies:
49 e Employees provident fund
t . organization (EPFO)
e Insurance Regulatory and
Development Authority (IRDA)
e Securities and Exchange Board
of India (SEBI)
e National Centre for Cold Chan
Development (NCCCD)
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THA @gﬁ 12
@ATEMENT

e Value on ﬁw service tax payable

= Va of taxable service (-)
AQ{ ent (in %)

o .@ % of abatement should be
talculated on the value before
abatement.

e Abatement is also optional, like
composition scheme.

e Weighing the balance of CENVAT

Credit, abatement can be claimed
as in case of certain services, credit
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is not available when abatement is
claimed.

e As per Rule 2(e) of CENVAT Credit
Rules, 2004 exempted service
includes “taxable service whose
part of the value is exempted on
the condition that no credit of
inputs and input services, used f@@)
providing such taxable serwce@éﬂ
be taken”

e Abatement services ar ed into
3 categories %

e CATEGORY - 1: ment services
on which CEN@)I’ credit on inputs,
input serv@@' and capital goods are
avail

. CA@ORY — II: Abatement services

which CENVAT credit on inputs,
fnput services and capital goods are
not available.

o CATEGORY - llI: Abatement
services on which CENVAT credit on
inputs and capital goods are not
available [But CENVAT Credit on
input services are available]
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e Therefore, only those services
falling under CATEGORY Il are
termed as “exempted services” for
the purpose of CENVAT Credit.

e Incase the service provider is
eligible for Small service provider
exemption, Value on which ST &
payable = Value of taxable service. Q)
(-) SSP Exemption (-) Abate ;

O
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Abatement Services

\

v

(@:ﬁt available on input services
& only

h 4

1. Transport of passengers by air =
60% (Economy Class), 40% (Other

70%
3. Transport of passengers by rail =

60% (in

5. Renting of hotels, inns, guest houses
meant for residential purpose = 40%

v \4 )
Full Fl:rﬁf't Full Credit not available
available
A 4 \O
1. Provider of GTA Services = 70%
1. HP & (other than house hold goods); 6@85
Financial (Household goods)
leasing = 90% 2. Renting of any motor cab % | [han economy class)
2. Bundled 3. Transport of pass& s byl [2- Transport of goods in vessel =
service of contract carriage, taxi and 0
supply of food stage carriage = 60% /0% .
along with 4. Foreman of C d = 30% . Transport of goods by rail =
renting of 5.  Tour "Q‘, booking  of containers); 70% (other cases)
premises = accomodati 90%; other tour =
30% 70%
A\
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THAT'SIT - 13
SMALL SERVICE
PROVIDER EXEMPTION

e Exemption is available during the
current year, if aggregate value of
taxable services provided during the

PY< 10 lakhs QQ

e During the CY service tax is exe@
to the extent of aggregate v{@ hot

exceeding ‘10 lakhs (i.% to ‘10
lakhs) QQ)

e “Aggregate vaIu@@'exceeding *10
lakhs” mea sum total of value
of taxa rvices charged in the
first ¢ cutive invoices during the
fi lal year (i.e. Upto "10 lakhs of

services provided and invoice issued
(or) to be issued) — But does not
include exempted services.

e CENVAT Credit on inputs, input
services and capital goods not
available upto the date when

131|Page © Tharun Raj



aggregate value does not exceed "10

lakhs during the current vyear.
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O&HAT’S IT-14
EXEMPTION TO SEZ UI\H?S OR DEVELOPER

Services received by SEZ (unit or devel B)™- SEZ is Service
recipient
] .\(}'

L 4
Not exclusively used for authorized ]

7 L

Exclusively used Exclusively used for
for DTA authorized operati

operations (i.e. common services distributed
between SEZ and DTA)

u
A 4 \ R ‘\() v

Not eligible for [ Exe_mption@_‘-‘fr;i_tio Exemption available by way of refund
exemption (prli:@grer(ga on [Refund calulated in the manner prescribed
\ " as per Rule 7 of CCR, 2004]

.

134|Page



O&HAT’S IT-15
REVERSE CB,&RGE MECHANSIM

Services Service Service \@ﬁdltlons ST liability
provided or Provider Recipient (b' % of % of
agreed to be (SP) (SR) cb liability | liability
provided of SP of SR
Services of Insurance Insura’e® SR should be nil 100%
Insurance Agent co V% located in
agent ()"b' taxable
N\ territory (TT)
GTA Services Goods QY Consignor or | SR should be nil 100%
Transpo(' Consignee liable to pay
Agen freight, and
(GI&). located in TT
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3. | Sponsorship Any person Body SR should ée’\\‘ nil 100%
Services corporate or | located i
firm
4. Arbitral Arbitral Business -d nil 100%
Services Tribunal entity AN
5. | Legal Individual Business Q ‘o - nil 100%
Consultancy (other than entity {\b
Services senior (b.
advocate) or \Q
Firm of &Q’
advocate ~
6. Any Service of | Govt. or \‘yﬁsiness -do - nil 100%
# Govt. Local Q) entity
Authorlg\
7. Renting of Indivighdt or | Business Recipient nil 100%
Motor Vehicle HLQ entity should be
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Services or AOP registered as | person;

(on abated body (i) not b@

value) corporate simila of
8. Renting of Individual or | Business and 50% 50%

Motor Vehicle HUF or entity ls,@cated in

Services Partnership registered as ble

(on non-abated | Firm or AOP body {\c erritory

value) corporatéy
9. Supply of Individual or | Busi - SR should be nil 100%
# Manpower HUF or en located in TT

Services Partnership }@x ered as

Firm or AOP_  NbOdy
o)
corporate

10. | Service Portion InlelduakW Business SR should be 50% 50%

in execution of | HUF entity located in TT&

Works Pa;@e hip registered as | has option to
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AN
Contract Firm or AOP | body choose >
corporate valuatiorbo
method
11. | Import of Located in Any person Se nil 100%
Service non-taxable ed from
territory A"&n-'ﬂ'
12. | Any Service Director of a | Company/ {\\&R should be nil 100%
company/ body company/body
body corp! corporate of
corporate \ which SP is
~ director
13. | Security Individual o ‘yﬁsiness Recipient nil 100%
# | Services HUF or 6 entity should be

Partner @ registered as | located in TT
Firm P body
o\ corporate
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14. | Recovery agent | Recovery Bank, FI & Qi 100%
services Agent NBFC ()O
Vo XS
15. | Lottery Selling | Selling or Lottery X nil 100%
# or marketing marketing distributor or \O
agent services | agent selling agent ,,(b'
16. | Services Any person Aggregatog™\25R should be nil 100%
# involving an of Servicéb. located in
aggregator ‘Q taxable
(Q’ territory

Note: Only in two cases partial

e
T

vehicle and works contract) with
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KEY WORD TO BE REMEMBERED:

DIRECTOR having LEGAL STIGMA
involves an AGGREGATOR

e DIRECTOR - Director services

e LEGAL — Legal consultancy
services (incl. Arbitral services)

e S —Sponsorship Services

e T - Transportation i.e. GTAQ}
services

e 1 —Import of servic 3&0

e G- Government @es

« M - Motor vehi@®'services (i.e.
abated val

e A-Ag ervices (Insurance
agen M4 agent; Recovery agent
of@; selling or marketing
nt of lottery)

AGGREGATOR - Services

involving an aggregator
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THAT'S IT - 16
PROCEDURES UNDER
SERVICE TAX

REGISTRATION [RULE 4]

e Application for registration within 30
days or on crossing turnover of %

lakhs <O
e File application in form&Qg‘r-l
electronically and obtain tration

number online

e  Submit documents@ PAN, address
proof, constitL@ of applicant, list
of director®partners, Power of

2 days but payment of tax
€annot be made and return cannot
be filed till actually registration
certificatein ST-2 form  given.
However, assessee can start issuing
invoice based on that registration
number.

Attorn equired)
o Reg@&ion deemed to be granted
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e Centralised Registration by
Commissioner if centralised accounts
or centralised invoicing

e Submission of list of records
maintained in first return.

INVOICE [RULE 4A] &

e Invoice within 30 days (45 day:
case of Bank) on comple{@ of
service \

e It should contain Seri and date
name and addres Q‘ P and SR,
registration pg:er of SP,
description value of taxable
service ided or agreed to be
provij and service tax payable

. @ ing up off each invoice not

quired. Rounding up required only
at the time of monthly/quarterly
payment of service tax.

e Invoice is required to be issued
when advance is received from
service receiver.
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Point of Taxation Rules which were
made mainly provide that service tax
will be payable on accrual basis
Option to pay service tax on
receipt basis - Third proviso to
Rule 6(1) > Where value of
taxable services in previous year
were less than 50 lakhs, service
can be paid on receipt basis (@ *
cash basis) instead of accr«@basis.
This facility is availabl to
individual, firm (in Q’ & One
Person Compa d that too upto

a value of ‘5gakhs during the CY,
there OT shall be applicable.

<
EXP@'OF SERVICE [RULE 6A]

ice shall be treated as export of
rvice provided all the following

conditions are satisfied:

1.

Service provider is located in taxable
territory

Service recipient is located outside
India
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3. It should not be a negative list
service

4. POPS = QOutside India

5. Consideration must be received in
convertible foreign exchange, and

6. The provider and recipient of service
are not merely establishments of a

distinct person (Q

Note: In order to be treated as export
service, the transaction should be  @;*
between two persons but not @%n
two establishments of the sa erson.
Eg: Service by Infosys (In Infosys
(US) is not export of @e

<
RETURNS [RL@]
Half yearl@gturns:

e S turns on half yearly basis by
X h of end of half year [25 Oct and
25 April]
E-filing of return mandatory

e  Only one return even if multiple
services.

e Advisable to file return in time even
if all details not available, to avoid

penalty
145|Page © Tharun Raj



e Even if there is no taxable turnover,
filing Nil return is mandatory.

e Revised return can be filed within 90
days from original return.

e  After 90 days, revised return cannot
be filed, but if tax paid was less, pay
with interest and inform department &

e if paid more, file refund claim or Q)
adjust in future return if other\@
allowable

e The late fee payable is &@%Ws -
(a) Delay Upto 15 da@®=500 (b)
Beyond 15 day! upto 30 days -

*1,000 (c) Da%y beyond 30 days -

1,000 100 per day of delay

ggﬁ 30 days, from 31st day
wards — rule 7C. This "100 per day

continues till limit of 20,000 is

reached.

e There is no specific provision in law
to reduce the late fee, except in
cases where Nil Return was not filed
in time.
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# Annual Returns:

e Annual return to be filed by 30%
November of the succeeding
financial year.

e Annual return filed on or before due
date, can be revised within 1 month
from the date of filing such return
(Belated annual return cannot be{Q

revised) @)
e Delayed filing of annual @t&!n
attracts a late fee of 1 @r day
during the period of d@Subject to

a maximum of ‘20% )
Q)

INTEREST ON %&YED PAYMENT

OF SERVICEQ'@ [SEC. 75]

1. \@ig% p.a. FROM the first day
after due date TILL the date of
payment, if it is service tax
collected but not paid.

2. @ 24% p.a. FROM the first day
after due date TILL the date of
payment, if it is amount
collected as service tax but not
paid.

.
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3. @15% p.aunder sec. 73B FROM
the first day of the month
succeeding the month in which
tax ought to have been paid TILL
the date of payment, if amount
collected in excess of service tax

is not paid {Q

Note: In all the above 3 cases, if the vaﬁleo
of taxable services provided du rin

previous year does not excee akhs
then 3% discount is avai om the
above rates i.e. the rat all be 12%,
21%, 12% respectlv

600 2z

.
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THAT'S IT - 17

SECTION REFRESHER

Constitutional Validity = Seventh
Schedule 2 List 1 2 Entry 97

FINANCE ACT, 1994 [Provisions
relating to service tax]

Sec. 64 Applicability of Service tax ,.Q
Sec. 66B Charge of service tax ()
Sec. Definition of “Service” U~
65B(44) <<
Article 366 Meaning of “De@Q@‘
(29A) of Sales” o>
Constitution A
Sec. 66D Negativedisd of services
Sec. 66E Declg ervices
Sec. 66F PrinkiPtes of Interpretation
Sec. 67 ation of taxable

rvice

6
Sec. 676\' QO

<

Date of determination of
rate of tax, value of
taxable service and rate of

N exchange
§Rc. 68(1) | Person liable to pay
) service tax
Sec. 68(2) Reverse Charge
mechanism
Sec. 71 Scheme of submission of

returns through service tax
return preparer
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Sec. 73A

Service tax collected from
recipient of service must
be paid to the central
government

Sec. 73B

Interest on amount
collected in excess

Sec. 75

Interest on delayed
payment of service tax

SERVICE TAX RULES, 1994

[Procedures

relating to service tax1Q)

Rule 2A Definition of date of _ \J
payment (QJ
Rule 4 Registration  \O"
Rule 4A Invoice, Bill ge/@rallan
Rule 4B Consignme(\Ndte
Rule 6 Payment/@Service tax
proviso to Opti pay service tax
Rule 6(1) 0 eipt basis
Rule 6(3) Qolf adjustment of service
6&ax where services are
wholly or partly not
,(’\\'Q rendered
Rulg 87) Composition scheme in
é case of air travel agent
&%Ie 6(7A) Composition scheme in
case of insurer carrying on
life insurance business
Rule 6(7B) Composition scheme in

case of Sale/Purchase of
foreign currency including

money changing
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Rule 6(7C)

Composition scheme in
case of organizing lottery

Rule 7 Returns under service tax

Rule 7B Revised return [within a
period of 90 days from the
date of submission of
original return]

Rule 7C Late fee for delayed return

POINT OF TAXATION RULES, 2011

[For determining the point of O
payment of service tax] - )
Rule 3 General Rule RY
Rule 4 POT in case of je in
effective rat X
Rule 5 POT in ca ew
serwces\
Rule 7 POT g}ﬂse of reverse
& transactions
een associated
x}nterprlses
Rule 8 < POT in case of Copyrights
O | ete,
le D POT in other cases

3

ICE TAX (DETERMINATION OF

@E) RUL

value in special cases]

ES, 2006 [To determine

Rule 2B Value of service in relation
to money changing

Rule 3(a) Value of similar Service
shall be the value of
taxable service
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Rule 3(b) Declaration of value in
case where value is not
ascertainable

Rule 4 Rejection of value by
excise officer
Rule 5(1) Expenditure incurred in the

course of providing service

shall be included in the

value.

Rule 5(2) Expenditure incurred a C)Q‘
pure agent is exclud

the value.

Notification Prcancicn

14/2012 Exempts om service tax

eq% &D cess payable
on, fpyport of technology.

25/2012 xemptions under
_(MYService tax
26/201%x%0  Abatement under Service

tax
2742012 Exemption to services for
use of foreign diplomatic
N mission/consular post in
India or family members of
diplomatic agents or career

consular officers posted
therein
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30/2012

Services under reverse
charge

32/2012

Exemption to services
provided by Technology
Business Incubators (TBI)

33/2012

Exemption to small service
providers

39/2012

Rebate of excise
duty/service tax paid on <.
inputs/input services o

40/2012

Exemption with respe

services received s in
SEZ or SEZ deve)@

41/2012

deﬁr@ of input service,
wh'c@tv re used for export of

Ices

31/2012 &
42/2012\

‘\\o

@’efund of service tax where

service tax is paid by
exporter himself under
reverse charge mechanism

012

Value of renting of
immovable property =
Gross amount charged for
renting (-) Property tax
payable to local authorities
on such property

6/2013 to
8/2013

Exemption to specified
export promotion schemes
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Central
Excise
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THAT'S IT - 18
TAXABLE EVENT
FOR CUSTOMS

CONSTITUTIONAL VALIDITY:

Entry 83 to List — I (Union List) of seventh
schedule to constitution reads ‘Duties oé,o
customs including export duties’ QO

O
TAXABLE EVENT IN CAS&%

IMPORTS: Q

= Aspersec. 12 stoms Act, 1962,
import into }S&h’a is the taxable
event. O

= Kira thning Mills V. CC (1999),it

eld that import is completed
y when goods cross the customs
barrier. The taxable event is the day
of crossing customs barrier. But not
on the date when goods landed in
India or had entered territorial
waters.
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= Rate of Duty & Tariff Valuation:
If the goods are cleared for

Home consumption = Date of
presentation of Bill of entry or grant
of entry inwards whichever is later.
If the goods are deposited into
warehouse 2The rate of duty and
tariff valuation prevailing on the da@
on which ex bond bill of entryf
clearance from warehous e
consumption is presen z&!ll be
applicable.
= Exchange ratey

If the goodg@e cleared for
home co@a’ngtion - Date of
filing B entry for home
coi\@mption

€ goods are deposited into
warehouse 2 Date of filing bill of
entry for warehousing (but not ex
bond bill of entry for clearance from
warehouse)
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TAXABLE EVENT IN CASE OF
EXPORTS:

=  As per sec. 12 of Customs Act, 1962,
export from India is the taxable
event.

= UOI V. Rajendra Dyeing and Printing
Mills, it was held that export is
complete when goods cross ()O
territorial waters of India. If s{@‘
sinks within territorial wafeRs/export
is not complete. Q)

= CCV. Sun Exports r@as held that
export is comp@once the goods
leave India ters and property
passe rchasers. Even if goods
retu %e to engine trouble, it is

d as export
] ate of Duty & Tariff Valuation:

In case the goods are entered

for export (irrespective of the
mode of transport) > The
relevant date is the date of the ‘let
export order’ of the proper officer
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permitting export and loading of
cargo on board under sec. 51
In case of any other goods 2The
relevant date is the date of payment
of duty.

= Exchange Rate:
The exchange rate notified by CBEC
prevalent on the date of filing O
shipping bill (Vessel or Aircraft

Bill of Export (Vehicle) un@ec 50
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N

A
Levy Point of payment AOQollection
Sec. 12 - Sec. 15 — In case of Imports: Sec. 47 I§1)case of Imports:
Import into or  Date of presentation of bill of entry Imn@ﬁg{y on filing bill of entry
export from (or) date of entry inwards, Se, — In case of Exports:
India whichever is later. ediately on filing shipping bill or bill of

Note: In order

Sec. 16 — In case of Exports: (b%(port
Date on which clearance for e>&®
is permitted by customs officé¥

to reduce the transacti st of the importers and expedite the time taken for

customs clearance the Board has deci 0 make e-payment of duty mandatory for the importers

paying an

163|Page
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Significance of Indian territorial waters and Indian6®oms waters:
C

A

164|Page § © Tharun Raj




TERRITORIAL WATERS — Extends upto
12 Nautical Miles (1 NM = 1.8532 Kms)
from the base line on the coast of India
and include any bay, gulf, harbor, creek
or tidal river.

EXCLUSIVE ECONOMIC ZONE -

Extends upto 200 Nautical Miles from theo®

base line. @)
N\

HIGH SEAS — Beyond 200 Naut@! Miles

where all countries have eq@@hts.

Since India includes Ix@ territorial
waters, all the prow&ns of the Customs
Act and rules a gulations there under
are applica Q Indian territorial waters.
In additiQ'on this, the Customs Act, 1962
has nded certain powers of the
C ms officers in the Indian customs
aters as well (for example, power to
stop and search any vessel, power to
arrest a person in Indian customs waters
etc.).
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Various customs duties payable

1. Basic 2.
Customs Duty Countervailin
(BCD) u/s 12 g duty (CVD)
@ 10% on AV u/s 3(1) @

12.5% on AV

|r[r|1?) (():?tssea?]fd lieviable on
raw
exports] materials
used in
imported

goods
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4. Special
CVD u/s 3(5)
@ 4% on [AV

+BCD +CVD
+EC + SHEC]

Leviable to counter balance
sales tax on like article, if sold
in India




CUSTOMS DUTY COMPUTATION:

e CVD (3(1)) is levied to counter-
balance excise duty and calculated
on Assessable value + basic customs
duty and

e SAD (3(5)) is levied to

counterbalance sales tax a (Q

calculated on Assessable value +§Aﬂ
customs duties excluding S, <

e Antidumping duty an \ﬁeguard
duty is added to th %toms duty
thus arrived and @"'EC and SHEC
payable on it. éQ

e The duty er customs shall be
comp s follows:

Step 1 - rtain the Assessable value

Step,§ alculate the Customs duties

[ 7.5% of AV + NCCD, if any +

D @ 12.5% of (AV + BCD + NCCD)]

Step 3 - Calculate EC and SHEC on step 2

Step 4 - Total Customs Duty (Excluding

SAD) = Step 2 + Step 3

Step 5 - Special Additional Duty (SAD) =

4% of (AV + Step 4)

167|Page



Step 6 - Total customs duty (Including
SAD) = AV + Step 4 + Step 5

Note: No EC and SHEC on CVD w.e.f
1/4/2012

SPECIAL PROVISIONS IN CASE OF
SPECIAL ADDITIONAL DUTY U/S 0&
3(5):

2 The purpose of this additi r@&luty is
to counter balance s ax, VAT,
local tax and other £Perdes leviable

on articles on N&e, purchase or
transaction %ﬁiia
2 Even |2§9 ed article is not sold in

India, will be leviable on the
ba¥&-0f sales tax, VAT or other tax
Wat would have been payable if the
goods were sold, purchased or
transported in India

2 Exemption from Special

Additional Duty:

e Goods on which excise duty is
payable on the basis of MRP price
under sec. 4A of Excise Act, 1944
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e Patent and propriety medicines

e Readymade garments

e Passenger Baggage

e Goods which are completely
exempt from customs duty or nil
rated goods

e Goods which are exempt from CVD

¢ Project imports Q)

o Articles of jewellery attracts g~ .
lower rate of special CV 6& Yo

2 Refund of Specia}d{'&ional

Duty:
Traders seIIin{%ported goods in
India aﬁe@rging sales tax/VAT
can clgistefund of Special CVD
fro@.:stoms department. Refund is
ect to the conditions that
CENVAT Credit is not availed on the
same and refund is subject to unjust
enrichment (i.e. one should not get
benefit at the cost of others).
Refund claim is to be filed within 1
year from payment of customs duty.
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SAFEGUARD DUTY:

2 It is imposed when foreign goods
are being imported in large
Quantities and under such conditions
which causes serious injury to
domestic industry. (Q

o Large Quantities means Q)
Situation (i) > Imports f(@v a
developing country excee@%% of
the total imports of tor%(ba'rticle into

Qr

Situation (ii) porting from more

than onec@?eloping country AND

Impo@éfrom each developing

(c&q&v less than 3% AND Total
ports from all such countries

exceeds 9%

India

2 The % calculated on total imports of
that article in India.
2 No EC and SAHEC on safeguard

duty.
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2 The duty can be imposed for a
maximum period of 4 years. In order
to safeguard the interests of
domestic industry it can be extended
but should not exceed 10 years.

o Safeguard duty shall not apply to
articles imported by 100% EOU or@)(Q
unit in FTZ or a unit in SEZ, @I
specifically made applica

o But, safeguard duty @'be levied
on articles mpw@ by 100%
EOU/SEZ, tha cleared as such
into DT ‘&or) are used in
manu@?e of goods that are

cl§zd into DTA

.

171 | Page © Tharun Raj



NOTES

172 | Page

© Tharun Raj



THAT'SIT - 19
VALUATION UNDER
CUSTOMS

TRANSACTION VALUE OF IMPORTS
(SEC. 14) & RULE 3 READ WITH

RULE 10. O{Q
Rule 3(1): value of imported goodg sgéll

be transaction value adju in
accordance with provisions of@ 10

Transaction Valug?’boln case of
Imports: Price ag@Jly paid/payable for
the goods wh LD FOR EXPORT TO
India for deliydy at the TIME AND PLACE
OF IMP, ION (i.e. the price upto a
port J(Q‘ndia when goods are imported).

&, CIF value should be considered.

Transaction Value —> In case of
Exports: Price actually paid/payable for
the goods when SOLD FOR EXPORT
FROM India for delivery at the TIME AND
PLACE OF EXPORTATION (i.e. the price
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upto a port in India when goods are
exported). Hence, FOB value should be
considered

IMPORTANT POINTS FOR
COMPUTATION OF TRANSACTION

VALUE IN CASE OF IMPORTS: (Q
e CIF = FOB + Cost of Transport @
Insurance .

e If CIF price is given in thg stion,
TV = CIF price + 1% CIF as
landing charges (|f@%al landing
charges is av , consider the
same) .&Q

e If FOB pr'@& given in the question
and if nformation regarding cost
of\'%ns-port and Insurance is

lable, TV = FOB price + Cost of
transport upto a port in India +
Insurance + 1% of CIF as landing
charges (if actual landing charges is
available, consider the same)

e If FOB price is given in the question
and if the information regarding cost
of transport and Insurance is not
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POINTS TO REMEMBER: é

available, Consider cost of transport
as 20% of FOB and Insurance as
1.125% of FOB and arrive at the TV.
If Air freight is given in the question,
For calculating TV consider cost of
transportation as ACTUAL air freight
or 20% of FOB, whichever is (Q
LOWER. Q)
@)

@0

If different tax rates \given in
question, then consi@éﬁe rates.
Exchange rate d@%ined by CBE&C
should be con@ered.

If goodseﬁ' covered under MRP
provisdde; CVD (3(1)) shall be

con@lted accordingly.

.

ONSIDER CIF FOR IMPORTS AND

FOB FOR EXPORTS, CIF = FOB +

INSURANCE + FREIGHT. ADD

LANDING CHARGES TO CIF”
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INCLUSIONS/ EXCLUSIONS FROM
INVOICE PRICE IN CASE OF
IMPORTS [RULE 10]:

INCLUSIONS:

1. Commission and Brokerage (Except
buying commission)

2. Cost of container

3. Cost of packing (Materials and IabouQ,O
4. Materials, Components, tools, dl{@
moulds and consumables

5. Royalties and license fees@ﬁng to
imported goods

6. Cost of transport @ place of Import
7. Any other pay ade in relation to
sale

8. Loadin \Padlng and handling

charg
9. §(?f Insurance

LUSIONS:
1. Payment made for activities undertaken
by the buyer on his own account
2. Charges for construction, erection,
assembly after importation
3. Duties and taxes in India
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4. Cost of transport after importation
5. Dividends or other payments from
buyer to seller that is not related to
imported goods.

CIF VS. FOB

Charges upto exporter’s port (port of &
origin) is FOB and charges upto import

port (port of destination) is CIF.
Landing charges is neither inclydesN
FOB nor in CIF but should be @l\idered

for value. AQ

L
Saller Carmer Fronier  Has 0'

*

Habour Cuostoms Buyes

| OB - Free On Board -
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BUYING VS. SELLING COMMISSION
“Buying Commission” is the fee paid by
importer to his agent for representing
importer, in abroad for purchase of
goods.
“Selling commission” is the fee paid in
Indian rupees to local agents in India
appointed by exporters to promote thebo
sales in India. <
Hence, Selling commission bei @&
payment made indirectly to @fter is
INCLUDED. ’O’Q

A\S)

VALUATION IN&E OF IMPORTS:

e Value orted goods shall be TV

sp t@é u/s 14, provided price in
ole consideration for sale and

buyer and seller are not related, if
not value determined by valuation
rules.

e FOB value is normally considered.

e However, the above can be rejected
if there is over valuation (often done
to get excess export benefits)
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e If valuation is not possible on basis
of TV, valuation will be done as per
Valuation Rules.(Covered under final

syllabus)
&
ng)o
©
0)‘23'
N\
\Q’b
<
>
)
6\\
x&
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THAT'S IT - 20

CUSTOMS - PROCEDURES

Import Procedures

O@m& 40 Asanijap ayes |im Janiodw) g ajqeien
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1E papue| ag o]

!

diys jo |y T

Jayoduw|

< o W <

AYLN3 40 ._.Zdww

J1a1je Ajuo papeojun
3Q UE3 SPOOY) “p

u‘.:ml—OEm

© Tharun Raj

18l1|Page



Documents involved:

Person - in- Importer
charge

Vessel Import general Bill of entry
manifest (IGM)

Aircraft | Import general Bill of entry
manifest (IGM)

Vehicle | Import report Bill of entry

Procedures to be followed by pers@

in charge: P

Sec. | The vessel/aircraft should(gfrive

29 in India only at custo rt or
airport (except for ns of
health, safety etaQ»

Sec. | Delivery of ' general

30 Manifest (I /Import report

(IR). Pe for belated filing -

§°( RCRAFT — IGM — Before arrival
" (any time)

VEHICLE - IR — After arrival
(within 12 hours)

Imported goods should not be

31 unloaded until the “grant of
entry inwards”

Sec. Only goods mentioned in IGM/IR

32 should be unloaded.

Sec. The import cargo taken from the
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35

ship to the shore and export
cargo taken from the shore to
the ship, in boats should
accompany BOAT NOTE in
duplicate. It is not required in
case the export cargo
accompanies a shipping bill

Procedures to be followed by

S

importer: _

Sec. | Bill of entry may be presented\)

46 before the delivery of IGM/&®, i
the vessel/ aircraft/ vehfQe by

H

5

-

which the goods ar orted, is
expected to arriv, in 30 days
from the date ch

presentatio ‘Q
Types of Q¥ of entry:
1. Bi ntry for home
umption — For clearance
n payment of duty (White

\,Q colour)

2. Bill of entry for warehousing
— For keeping goods in
warehouse without payment
of duty (Yellow Colour)

3. Ex bond bill of entry — For
clearance from warehouse
on payment of duty (Green
colour)
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Export Procedures

“ O 1921440 SWOoISN)
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Documents involved:

Person - in - Exporter
charge
Vessel Export general Shipping bill
manifest (EGM)
Aircraft | Export general Shipping bill
manifest (EGM)
Vehicle | Export report Bill of
Export (Q

O
Procedures to be followed by pe&i&?

in charge: {
Sec. | Export Goods not to b\@?ﬁed
39 on Vessel unless "

Outward” granteg\®

Sec. Export good 0 be loaded
40 unless dul ed by the
Custom er

Sec. | Submigsfen of Export General
41 Wt (EGM)/Export Report
& before departure

Pr Qres to be followed by
@rter:
C

NG File shipping bill/bill of export
50 and it should contain details like
name of exporter, consignee,
Invoice number, Details of
packing, Description of goods,
Quantity, FOB value etc.,
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Sec. Customs officer shall verify the
51 contents and after being
satisfied that goods are not
prohibited for exports will permit
clearance by giving LET EXPORT
order.

SEC. 21 - DERELICT, JETSAM,
FLOTSAM AND WRECK O®

Derelict — This refers to any cargo,
vessel, etc. abandoned in the sea \{@ﬁo
hope of recovery. \0
Jetsam — This refers to gooeg?rI ttisoned
from the vessel to save sinking.
Flotsam — Jettisone ds which
continue floating m&& sea are called
flotsam.

Wreck — Thidefers to cargo or vessel or
any pro| which are cast ashore by
tidesqﬁer ship wreck.

3 India, shall be dealt with as if they were

¢ Sec. 21All goods, derelict, jetsam,
sam and wreck brought or coming into

imported into India, unless it is shown to

the satisfaction of the proper officer that

they are entitled to be admitted duty-free
under this Act.
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THAT'SIT - 21
EXEMPTIONS FROM
CUSTOMS

SEC. 13 — REMISSION OF DUTY IN
CASE OF PILFERAGE

« Pilferage is small theft. Q)

e Importer is not liable to pay i@)ms
duty if goods are pilfered \Q

e Such pilferage shouId@Je arouse
before order for cl e has been
made with respé&sﬁ?ch goods (i.e
before orde home consumption
or for w using)

e Duty | be payable if pilfered
g are restored.

*  When goods are with custodian and
pilferage has taken place, duty on
such pilferage is payable by such
custodian approved.
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SEC. 23(2) — RELINQUISHMENT OF
TITLE

e Relinquish means giving up the title
to the goods and hence not liable to
pay any duty, if title is relinquished
by owner of imported goods (Q

e Such relinquishment should H€)
before order for clearance ha?
made (Same as in case of pj ge)

e However, title in offen@¥g goods
cannot be relinquis

o Owner will reli the title, if he
does not war{Qm take delivery or if
value of @&ds falls below duty
payab&%ereon or for any other
re .

SB® 23(1) — REMISSION OF DUTY
CASE OF LOSS OR
DESTRUCTION

e Loss or destruction implies
complete loss without any chance
of recovery
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e This section does not apply in case
of pilferage

e Remission implies refund of duty on
such goods lost or destroyed.
Therefore, unless remitted, duty
shall be paid.

e Such loss or destruction should be
at any time before clearance .€0)
imported goods (i.e. @ e
clearance for home cons r@\ion or
before clearance fro &rehouse
for home consumpti

SEC. 22 - ABAT%@T OF DUTY ON

DAMAGED OR-EJFTERIORATED

GOODS 6\}

Dam \%Denotes physical damage to
gogds*This implies that the goods are

fit to be used for the purpose for
which they are meant.

Deterioration = Reduction in quality of
goods due to natural causes.
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Amount of duty chargeable after
abatement =

Note: The value as ascertained by r&;ﬁQ

proper officer or the proper officer

sell such goods by public auction(@maer
or if the importer agrees, in‘@ other
manner and the gross sale eeds shall
be deemed to be th@b'QaIue of such

goods. Q‘}Q
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Clearance from

Clearance for
Gooes Order for Clearance fg Wwarehouss for
unloaded in Home h
clearance " Warehou Fania
port,r airport . Consumption m
LAty ArpoEt. L

" @ﬁq

(925
S

i
§

L 2

| Sec. 13 — Remission of

goods pilfered |

duty
0\
Sec. 23(2) -
Relinquishment of - '”{@ ere owner does not want to take
title L ON delivery of goods
(&)

<

Sec. 23(1) — Remission
of duty

%
—@é.—-: In case of loss or destruction of goods |

| Sec. 22 - Abatemel In case of goods damaged (or) deteriorated ‘
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THAT'S IT - 22

SECTION REFRESHER

Constitutional Validity = Seventh
Schedule - List 1 2 Entry 83

CUSTOMS ACT, 1962 [Provisions relating
to customs duty]

Sec. 2(22) | Meaning of “Goods” =

Sec. 2(18) | Meaning of “Export” (})

Sec. 2(23) | Meaning of “Import”, e

Sec. 12 Taxable Event un(@
Customs

Sec. 13 No duty on Qr&ebed goods

Sec. 14 Valuatigp@Nmported and
expor, ds

Sec. 14(1) | Valgsdon on the basis of

saction value

Sec. 14(26

aluation on the basis of
tariff value

Sec 1§

S

Relevant date for
determining rate of duty
and tariff value in case of
any imported goods

Sec. 16

Relevant date for
determining rate of duty
and tariff value in case of
export goods
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Sec. 19

Determination of duty
where goods consist of
articles liable to different
rates of duty.

Sec. 21

Duty to be paid on goods
derelict, wreck etc., coming
into India

Sec. 22

Abatement on damaged
goods

J

N

7

Sec. 23

Remission of duty on -
destroyed goods (cgg%
duty in case of AN
relinquishme title to
the goodsm‘Q

CUSTOMS TA
goods on whi

chg s duty payable
on imports an orts]

RIFF A 75 [List of

Sec. 3(1) es@vuntervailing duty (CVD)
\'@ to counter balance excise
AV | duty onimported goods
SeA35) | Special CVD (known as
Special Additional duty) to
N counter balance sales tax
on imported goods
Sec.6 &7 | Protective duties
Sec. 8B Safeguard duty
Sec. 9A Antidumping duty
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THAT’S IT - 23
CENTRAL SALES TAX
(CST) ACT, 1956

BASIC ASPECTS & DEFINITIONS:

e A sale can be inter-state sale (ogQ
intra-state sale. @)

e CSTis levied on inter-state saj€2,*

e VAT is levied on intra—stats\@

e [Sec. 2(g)]: Sale me ransfer of
property in goods e person to
another for , for deferred
payment or, any other valuable
considerafion.

e Sale S not include mortgage or,
h ecation or charge or pledge

goods. [Because in such case,
there is no transfer of goods]

e Sale includes deemed sales

o [Article 366(29A) of
Constitution]: The  following
transactions are deemed to be sales.
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1. Transfer otherwise than in relation
to contract. [i.e. compulsory
acquisition]
Works Contract

3. Transfer of right to use goods (i.e.
lease transactions)

4. Hire-purchase or mstallment&
transactions

5. Supply by unincorp agéd

association or body to |t\@g}bers

thereof (b.
6. Supply of goods b@ood or any
other arti for human

consumptioq(@y way of or as a
part of ser)%e
e [Sec. )]: Goods includes all
ma&@a s, articles, commodities and
@ther kinds of movable property
but does not include newspapers,
actionable claims, stocks, shares and
securities.
e Electricity is goods but is not
chargeable to CST.
e Sale without consideration, is not
chargeable to CST
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[Sec. 3]: Interstate Sale

Interstate sale

y

A 4

Sec. 3(a)

Sec. 3(b)

v

v

Sale or purchase
occassions
movement of
goods from one
state to another

There m
goo

Sale or purchase
by transfer of(

~

e physical movement of
m one state to another

T ode of transport is immaterial
yer & Seller may be in the same

state, but if there is movement of

goods from one state to another, it

is an interstate sale.

Sale must conclude in different state

than the state where it commences

19| Page
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Documents of title means Lorry
receipt (Road transport), Airway bill
(Air transport), bill of lading (Ship),
railway receipt (Railways).

[Sec. 4]: Sale/purchase inside a

state

State where sale takes place \
| -
A 4 A AL })
— J
In case of specific In cas ure
or ascertained or un ained
goods % ds

v

The state where,
goods are loca,
at the time
is

contract
m
2

3

stration: Mr. Madan of Mumbai

FaN
W\

Q" v

The state from
where the goods
are appropriated
for the contract.

places an order on Mr. Dinesh of
Delhi for supply of 3 trucks. One is
lying in Delhi and the other two at
Chennai. For 1% truck sale is from
Delhi to Mumbai and for balance
two, sale is from Chennai to

Mumbai.
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RATE OF CST:

Sale to

Registered
Dealers

Dealers

Unregistered

I
2% or Local sales tax
rate whichever is

Local sales tax r

2

X
O

lower
\Q)
. \O
[llustration: (b.
(a\
Applicable | 0% 1%(0.\2% 3%
local sales Q) &
tax rate \Q/ there
,-(C' after
CSTrate iny 0% | 1% 2% | 2%
case of e}
sale to \Q
regisi@d
degler
ratein | 0% | 1% |2% | 3%
Q\case of &
sale to there
unregister after
ed dealer
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SALE PRICE [SEC. 2(h)]:

Sale price is computed as follows

Amount payable to dealer as XXX
consideration for the sale of any
goods

Less: Any sum allowed as cash (XXX)
discount according to the Q)
normal trade practice €)

Add: Any amount charged by
dealer in respect of goods at
any time before delivery g

goods “(O-
Less: Cost of Freigt@p‘énvery (XXX)
or Installation ided, they
are shown ﬁ}rately in
Invoice, &
) > Sale Price XXX

@_USIONS IN SALE PRICE:

1. Dharmada Charges

2.  Weightment Charges

3. Insurance charges incurred before
delivery
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4. Packing Charges [Primary,
Secondary or special]

5. Excise duty

6. Incentive paid to seller by
manufacturer

7. Cost of delivery or freight (if not

shown separately) (Q
8. Cost of installation (if not shown Q)

separately) .
9. Design Charges O’&
10. Warranty charges §
EXCLUSIONS IN S %ICE:
Indemnity/ gL@ntee Charges
2. Governmquaﬁbsidies
3. Securi posits for returnable
cortdiners
4, & of cost material supplied by
buyer

Cash discounts/ trade discounts
6. Durable and returnable packing
7. Freight, if shown separately in
invoice
8. Installation charges, if shown
separately in invoice
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Goods returned (i.e when goods are

sold on sale on approval or on return
basis) within 6 months from the date

of sale.

10. Goods rejected (without any time

limit)

Q

Seurity deposit collected from buye

()O

2

- e

Retrunable deposit

l!sf‘b\e‘tarnable

eposit

N

v

o

'

Deposit shall be\
refunded

completi
con

S\'
consideration

hence excluded

Deposit shall not be
refunded on
completion of
contract

from sale price

204 Page

It is a consideration
and hence included
in sale price
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EXEMPTIONS FROM CST:

1. SUBSEQUENT SALE BY
TRANSFER OF DOCUMENTS TO
TITLE [SEC. 6(2)1:

e CST is not payable in case of
subsequent sale by transfer
documents during moveme céf
goods from one State Q\other
provided the foIIowmg o’&rtlons are
satisfied

e All purchasers I\Q&o issue C form
to earlier sellx.e

e E-Iform i(@be given by first seller
to fir yer and E-II form by all
suh@Quent sellers to their buyers.

. subsequent seller availing
éxemption, should not have taken
delivery of goods from goods
transportation agency.

e The first interstate sale is taxable,
but the subsequent sale is exempted
under this section.
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Ilustration on sec. 6(2):
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2. SALE IN THE COURSE OF
IMPORT [SEC. 5(2)1:

e When sale or purchase occasions
import of goods into India, such sale
is in the course of import and not
chargeable to CST [But chargeable

to customs duty] O(Q

e Sale by Agent in India can +In
course of import’ only if, @ sales
(i.e. sale by foreign plier to
Indian Agent and b n Agent to
buyer in India 'é' integrated or
inter-linked Q\Qas to form one
transactioQ)

e Sale the course of import by
er of documents is also
empt, if it is before goods cross
customs frontiers of India. The
ultimate buyer in India should clear
goods from customs. This is termed

as ‘high seas sale’.

207 |Page © Tharun Raj



3. SALE IN THE COURSE OF

EXPORT [SEC. 5(1)]:

e When sale or purchase occasions
export of goods out of India, such
sale is in the course of import and
not chargeable to CST [But
chargeable to customs duty]

e Even when exports are arran
with the help of an agent, s%will
be sale in course of ex@ if the
goods are not sold &%ent any
time. Q

e Export sale c direct or by
transfer of @ments after goods

Cross cu frontier of India.

e If a §esignated Indian carrier
p Rgdses aviation turbine fuel for

’f& purposes of its international
flight, such purchase shall be
deemed to take place in the course
of export of goods out of the
territory of India. [Remember! This
provision is applicable only in case of
designated carrier]
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4. PENULTIMATE SALE [SEC. 5(3)]:
Penultimate sale means a sale preceding
the export sale and is deemed to be in the
course of export u/s 5(3). The conditions
to be fulfilled:

(a) The sale is for purpose of complying

()@

export. QO
. N
(b) It is made after the agn\@ent or

with agreement or order in relation

order in relation to export.

(c) Same goods wh@. are sold in

penultimate sale s e exported.

(d) The export s to submit Form H to

the dealer is supplying the goods by

way c@@éltimate sale for export.

(e) V' he dealer selling the goods furnishes
declaration obtained to prescribed

authority in prescribed manner.
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Ilustration on sec. 5(3):
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5. STOCK TRANSFER/ BRANCH
TRANSFER [SEC. 6A]:

e CST is leviable only on interstate
sale and if there is no sale, no CST
can be levied.

e Hence, branch transfer or
consignment transfer by one perso&(Q
to his own office does not amoun€id
sale and is not liable to CST. .&Q}‘

dealer who is tran ing goods.
e In order to ve, the dealer
transferrinstéods should obtain a

e However, the burden to ;& that it
is not an interstatﬂg@ les on the

declargt in Form F from the
bra r agent, to whom the goods

S@'Kock transferred.
o n furnishing the said declaration

with the officer, inquiry shall be
conducted by the officer if he deems
necessary, and shall grant
exemption.

e If declaration is not furnished, the
said transfer shall be interstate sale.

211 |Page © Tharun Raj



NOTES

212 |Page © Tharun Raj



THAT'S IT - 24
VALUE ADDED TAX (VAT)

CONCEPT OF VAT AND INPUT TAX
CREDIT:

e Transparency in VAT: Tax paid by
consumer and revenue to t
government is one and the same.g)

e Certainty in VAT: Every will
be paying tax on the b f value
addition made by '§@1 the final
product [This wi hold good, if
there is di ce in tax on
purchases ax on sales].

e Avoi @scading effect: The cost
to ultimate consumer gets

ced under VAT system and to
that extent there will be revenue
loss. [This can be judged by
comparison between with VAT and
without VAT scenarios].
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INPUT TAX CREDIT (ITC):

For a dealer, the tax paid on his
purchases is available as credit which is
known as ITC and utilized for payment of
his tax liability on sales. [ITC = VAT

PAID].
L

VAT = Output tax - Input tax o S)v ‘

Q-
e The “Net VAT payable&shau be
“Gross VAT payable <Q\%Ies - Input
tax credit (i OvAT paid on

purchases)”. purchases can be
raw matéas, consumables and
capita ds.

. Th&@ C on raw materials and
umables available immediately
and fully, but the ITC on capital
goods is spread over a period of 36
months. (Unless otherwise specified

in the question).
e When ITC is available, the VAT paid
on purchases should be deducted
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from the cost of purchases for the
purpose of “Cost of sales”

INPUT TAX CREDIT IN VARIOUS
SITUATIONS:

Sale Related:
1. Dealer making exempted sales O(Q

No ITC @)
2. Dealer making zero ratedﬁgﬁ -
ITC available. A\

Export Sales - IT! %ble

Interstate saleg\’ C available.

Sale to SEZQ'\@C available.

Comm nputs used for

duti and exempted sales
parate inventory records

e maintained, ITC available
«  accordingly. Else, “Proportionate
credit” available.

A L

Purchase Related:
1. Inter-state purchases (i.e. CST
paid) - No ITC
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8.

(0] rS:

Purchases from Unregistered
dealers - No ITC

Purchases  from registered
dealers without a valid Invoice. -
No ITC

Import of goods (i.e. High seas

purchases) - No ITC (Q
Purchase of goods specified i)
negative list - No ITC Y

Purchases  from o@osition
scheme dealers - N

A unit in SEZ pu ng goods -
ITC availabl ay of Refund.
[Even SE@has an option of
purchf& without paying tax]

P e of packing materials -

available.

When goods are purchased from
a dealer who does not show VAT
separately in invoice - No ITC
Purchased goods for personal
consumption, Free distribution,
Gifts. - NO ITC
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3. Purchased goods for use as fuel
in generation of power. - NO ITC

Note: The ITC on purchases made within
a month can only be utilized to pay output
tax on sale made during that month.

COMPOSITION SCHEME UNDER O{Q
VAT: @

= Dealers having turnover of ng‘ to
50 lakhs in the PY ca%_@an this

option.

= Dealers having te purchases,
Interstate sal &por’c sales are not
eligible.

= Aco e tax (Not VAT) at a very
lo (not less than 0.25%) shall

ayable on “Gross turnover”
The Input tax credit is not available
and balance, if any on the date of
availing option will get lapsed.
= The ITC on raw materials in stock
should be reversed on the date of
availing this option.
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The composite tax cannot be

charged to buyer and a VAT
invoice cannot be issued.

REGISTRATION RESTRICTIONS:

Q

v

Turnover Nature Nature of
of registration {
turnover

0 to ‘Slakhs | Exempted Volunta&h

in some Turnover reglstr

states

0to 10 4\Q)

lakhs in (b

some other Q)

states &

'5/°10 lakhs ver | Compulsory

. { Wigible for | registration
to" 50 ér compositi

lakhs \'Q on

(Q scheme
‘SO (akhs | Taxable | Compulsory
turnover registration
N [Only
Normal
scheme]
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Variants of VAT

v

\ 4 ~

Gross Product Variant

Income Variant ’b'

Cosumption Variant

\ 4

0

Y

VAT is levied on all sales and

deduction is allowed only for

VAT paid on inputs excluding
capital goods
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VAT is I_evi _ &1 all sales and

ital goods only to the

\ngtent of depreciation

&

VAT is levied on all sales and
deduction is allowed for VAT
paid on inputs and VAT paid

on capital goods [Thid Variant
is widely used]




O

Methods of computation of VAT C)O\

X

v v AN v

A
Addition Method Invoice Method ®> Subtraction Method
FaN
v v‘(\(b' 4
Deducti paid on
Aggregate of all payment -
(ig.]g. p%yments tcr: fgctors purchasesi.e. as per Deducting the Value of
of production) and profit p invoice) from purchases [incl. / excl. of
th payable on sales VAT] from Value of sales

220|Page

\@. as per sales invoice)

L~ (Adopted in India)
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TAX TREATMENT UNDER VAT FOR
STOCK TRANSFER:

Purchases | Branch Treatment
transfer/ | of VAT paid
stock on
transfer purchases

Inter-state Intra-state | N.A

Inter-state | Inter-state | N. A A

Intra-state | Intra-state | ITC N

transferged.
usiwgans
to ch
% head
_Lorflce.
Intra-state | Inter-stgteOl ITC available
< to transfer
.@S after
0() reversing
N credit to the

Q

X

extent of 2%

Hlus@on:
VAT paid on intra state *1,00,000
ases used in stock
ansfer [ VAT @ 12%]
Less: Reversal @ 2% on *1,00,000 X
account of stock transfer _
2/12 =
'16,667
ITC available to transferor °83,333
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VAT IN CASE OF WORKS
CONTRACT:

Works contract is a contract involving
transfer of property in goods and
provision of services where the
consideration is received in lumpsum.

e Sale element Transfer
property in goods = Chargea%e.cfo

CST/VAT
e Service element = F%Ssmn of
services = Chargef@)o Service

o Pure labour c g&ts are not works
contract an tirely chargeable to
service t

o is \3’ imperative that goods

sh L@ be transferred in the same
in which it has been purchased.

.

mal Scheme:

e Only those goods involved in the
contract, which are transferred in
the execution of contract is
chargeable.
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e Total tax = Aggregate of output tax
computed on each item separately.

e ITC available on such goods
purchased.

e ITC on capital goods is allowed in
some states and disallowed in some
states. [Look for info in the question, &
else make a clear assumption] Q)

O

Composition Scheme: '&Q‘

e Output tax = Entire con%\? price X
Composite rate.

e ITC not availabl wever some
states have al & partial ITC.
e  Compositi eme is applicable for

each contract separately.
. e tax rate is specified by

@}éctwe state VAT laws.
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VAT IN CASE OF LEASING
TRANSACTIONS:

A lease means a transaction where under
the owner of the asset (i.e. lessor) grants
such asset (i.e. leased asset) for an
agreed time period (i.e. lease term) to

another person (i.e. lessee) for use durin (Q
the lease term against a considera@

(i.e. lease rentals) without transferri@t e
legal ownership of such asset. \6&

e The taxable event j e transfer
of right to usg@@ny goods and
hence immoy property is not
covered. Q)

e The t e turnover means the
val consideration paid or

le for any sale in a given
period. Certain States have provided
for deduction of interest or finance
charges for the purpose of
determination of taxable turnover.

e Lease of an asset in the course of
inter-State trade cannot be subject
to VAT. But, chargeable to CST
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e Transfer of right to use does not
presuppose ownership of the
goods. A sub-lease of an asset also
is taxable unless specifically exempt
under the State VAT Law.

e Sale of leased asset after the end
of the lease period is taxable as a
normal sale. Q)

e The maintenance of leased t
involving supply of matesals for
maintenance/ repair b; e lessor
will not amount to s contract
as there woul @'no transfer of
property in 3\@ materials to the
lessee. Hq}@', there should would
be n QAT on the value of
m@lals supplied during

ntenance/repair of the leased
asset.
ITC to lessor — ITC is either allowed
at once or allowed in instalments
over the lease term, just as VAT
payable on lease rentals over lease
period

e ITCis available w.r.to VAT Paid.
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Illustration on VAT in case of lease

transactions:

TeHE =
O00¢ 1 ~T¢+'F1 =

soppre] ¢

poseyan |7

des ) o |
2qehe] [WARN ¢

spoof j0 Jainjaegnuey
.00.@-.14_ o Ur__J.uﬁ_r—

e Sures 10|

@r_u.:y:.pr_d\ -1 -
’ <
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VAT IN CASE OF HIRE-PURCHASE
TRANSACTIONS:

Hire purchase is “An agreement under
which goods are let on hire and under
which the hirer has an option to purchase
them in accordance with the terms of the
agreement and includes an agreeme

under which: <O
(i) The owner delivers posses&i@r‘of
goods thereof to a person ndition
that such person pays the d amount

in periodic installments. (o.
(i) The property in t@oods is to pass to
such person on t ayment of the last of

such install , and
(iii) Suchéon has a right to terminate
the ent at any time before the

pr SO passes”.

e A hire-purchase transaction involves
two elements — Sale element and
service element.
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e Sale element is delivery of asset
involved in hire-purchase and is
chargeable to CST/VAT

e Service element is activities involved
in hire-purchase transaction and is
chargeable to service tax.

e The taxable event under hire-
purchase is physical delivery P
goods and mere agreeme%. (o]
deliver is not taxable. 6&

e If such delivery is inter , CST is
chargeable and if it i@state, VAT
is chargeable.

e Transactions .&vaolving mere
financing Q@hire-purchase are not
cover (i.e. Hire-purchase
fin\'@mg). Always service tax, if any

yable in such case.

The actual transfer of property in
such goods on payment of last
instalment is also sale within the
normal meaning of sale and
chargeable to sales tax. Some states
are charging VAT on such last
instalment.
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Illustration on VAT in case of hire-

purchase:

JE J0 JRIMIE|ruE

a @

2
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NOTES
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