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Dear Reader,

We bring you the next edition of our Indirect tax Newsletter

If you should have any thoughts or comments on this newsletter we look forward to hearing from you.

In this issue the following have been covered

1. Interim Budget / Stimulus package Changes

2. Service Tax

3. Excise

4. VAT

5. Knowledge corner

6. News you can use 

7. Humor

We attempt to cover only those aspects of the changes affecting the business operations in terms of provisions/processes and revenue 

Thought of the Month

Develop the winning edge; 
small differences in your performance 
can 

lead to large differences in your results
SERVICE TAX update
Update on recent Service tax notifications and circular for period till Feb 09

Budget changes/ Stimulus Package
CHANGES UNDER SERVICE TAX

Feb 2009 – w.e.f.24./02/2009

· Service tax rate reduced by 2%

· The revised rate now stands at 10%

The reduced rate will apply for the services which are rendered w.e.f 24th Feb 2009 and will not apply to services which have been provided prior to said date.

For all of the above changes Ed. Cess and SHE Cess will continue to be 2% & 1% as it existed earlier
Extension of time limits to file refund application of service tax - made by exporter of goods under notification No 41/2007.

• Under Notification No. 41/2007 dated 6th October 2007, the exporter of the goods had to file claim for refund of service tax paid on export of goods on quarterly basis within 60 days of the end of the quarter.

• In majority cases the realization of the export proceeds were beyond 60 days, this resulted in rejecting the refund claims as payment was not realized by exporters.
• Notification relaxing the provision of 60 days has been amended to 180 days to resolve the above situation and now exporter can file refund application within 6months from the end of quarter in which goods are exported, for which refund application is to be made under above notification.

Notification no. 32/2008, dated 18th Nov 2008.
Section 73(3) of the Finance Act, 1994 for avoiding penalty and non-issuance of Show cause notice.

• In cases of delay /short payment / erroneous refund of service tax, wherein the payment of service tax is made along with interest by the assessee, provision are incorporated in section 73(3) to not to issue Show Cause Notice for penalty provided the assessee intimates to the department about such delayed payment of service tax.

• The said provisions are not applicable to payment of service tax wherein demand arises on account of fraud, suppression, etc.

• Earlier there was no format of intimation to be submitted to the department for such cases.

• The Hyderabad Commissionerate has issued trade notice wherein a format has been prescribed. The said format is reproduced below (click here)
Certain conditions for refund of service tax by exporter of goods relaxed:

• Refund of service tax under Business Auxiliary Service (commission) was restricted to lesser of the following

· actual amount of service tax paid or
· service tax calculated on 2% of FOB value of export goods

Now this limit has been increased to 10% of FOB value of export goods

• Refund of C&F services used in relation to export of goods are also eligible for refund provided invoice issued by clearing and forwarding agent contains following additional detail

· number and date of shipping bill,

· description of export goods,

· No. & date of the invoice issued by the exporter relating to export goods,

· details of all the charges, collected by the clearing and forwarding agent from the exporter in relation to export goods.
Notification no. 33/2008 ST dated 7th Dec, 2008.

Clarifications in respect of refund claimed by exporter in Notification No. 41/2007 (supra):

• It has been clarified that invoice of the input service provider shall contain all the details as given in Rule 4A of the service tax Rules, 1994. 
• It is in our interest to verify the invoice of the input service provider before releasing payment.

• An undertaking to be furnished stating that the service tax, for which refund has been claimed, has been paid.

• Further instruction has been issued by CBEC that, 80% of the refund amount due is to be sanctioned as adhoc interim refund to following category of exports having good track record, within 15 days of filing of a refund claim:

· exporters having export turnover of more than Rs 5 crore in the current or preceding financial year;

· Star Export Houses;

· Manufacturer-exporters having min. export of Rs. 1 crore or more during the preceding financial year. 

· Exporters registered with ser. tax or cen. excise and have paid central excise duty and/or service tax of Rs. 1 crore or more during the preceding financial year;

· All EOU’s.

In view of the above clarification and notification claiming of refund of service tax by exporters becomes simpler and faster.
Circular No. 106/9/2008 ST dt. 11th Dec, 2008

EXCISE
Budget changes/ Stimulus Package

CHANGES UNDER CENTRAL EXCISE

• Dec 2008 – w.e.f.07/12/2008

· Cenvat Peak rate reduced by 4%

· Cenvat Peak rate now stands at 10%

· Medicament Ex. Duty reduced to 4% from 8%

• The above changes would mean 

· Reduction in input cost of RM

· Reduction in import cost of RM/FG

· Reduction in Output tax on manufactured goods i.e other than pharmaceutical goods such as Cosmetic category goods.

• Post changes in Ex. Duty of Chapter 30, the abatement has equally been reduced to 35%

Notification No 58/2008 dated 7.12.2008 

Notification No 49/2008 (N.T) dated 24.12.2008 

• Feb 2009 – w.e.f.24./02/2009

· Cenvat Peak rate reduced by 2%

· Cenvat Peak rate now stands at 8%

Notification No 4/2009 dated 24.02.2009 

For all of the above changes Ed. Cess and SHE Cess will continue to be 2% & 1% as it existed earlier

Clarification regarding reversal of Cenvat Credit in case of trade discount

CENVAT can be availed on the entire amount of duty mentioned on the invoice irrespective of the fact 

that price might have been subsequently reduced by way of discount or otherwise.
Circular No. 877/15/2008 dated 17.11.2008
Better late than never..!!! - EOU- DTA sales Cenvat Credit
CBEC corrects Cenvat Credit Rules, 2004. Now the buyer will be entitled to take the credit of duties with the revised formula "X multiplied by [(1+BCD/200)*CVD/100]". 
Hence w.e.f December 5, 2008, credit of CVD paid to EOU can be availed using the revised formula.
C.Ex. Not No.48/2008 (NT) dated 05.12.2008

V A T

MVAT [Maharashtra VAT]
I (input) T (tax) C (credit)

Input cost credit (setoff) changed to 2% instead of 3% earlier against stock transfers/Tax free goods in excess of 2% against local purchases.
This has been now directly linked to the prevailing rate of Central Sales Tax under Section 8(1) of the Central Sales Tax Act.
The change is effective 01.11.2008 onwards.
CircularNo.VAT/AMD-1008/IB/ADM-06-Mum Dated: 15.11.2008  Trade Cir.39 T of 2008 

                                     .

CST
The procedure for online submission of application for statutory forms (C/F/H/EI/EII) has now been prescribed 

The Commr. Of Sales Tax has clarified that the new procedure is available online for the declarations pertaining to the period from 01/04/2008.
The applications for declarations for earlier periods i.e. prior to 01/04/2008 have to be made as per the existing system i.e. on CD on or before 31/03/2009.
The declarations relating to the periods prior to 31/03/2008 will not be issued by the dept. after 31/03/2009.
Trade circular No. 2T of 2009 dated 23/01/2009. 

KNOWLEDGE CORNER
Since the bulletin is quarterly for convenience attaching herewith link to Jan 09 & March 09 Tax Payment Calendar which can be used as ready recknor (Click Here)

Know your Service Tax Eligibility                       

Service tax cut-off date unclear ????
With the service tax rate being revised from 12 to 10 per cent, a question which the service providers face is to determine the day on which the new service tax rate is effective.
The alternatives in the case of service tax are two. 
1. First it can be the date of rendering the service. This looks like a natural choice as the taxable event in the case of service tax is the date of rendering service
2. Second alternative is the date of payment of service tax by the service provider to the government.
It is ideal to consider the First Case as this is more approachable and legally tenable.

This however would not be applicable where the service is in continuous nature for example in the case of Consultancy services.

In view of the above if any service provider has raised advance bill and service is yet to be rendered, it would be ideal to seek a revised bill where bill is yet to be paid and credit note for the service tax difference if already paid.
HUMOR

A taxpayer received a strongly worded "second notice" that his taxes were overdue.
Hastening to the collector's office, he paid his bill, saying apologetically that he had overlooked the first notice.
"Oh," confided the collector with a smile, "we don't send out first notices. We have found that the second notices are more effective."
*******  ******  ******  *******  *****  ****

For Further clarifications on the topics write back to dayalkundani@gmail.com
****** ****** ****** ******* **** *********
The above clarification is NOT provided as a legal opinion. Individual organizations are encouraged to seek professional consultancy from their respective lawyers.

Format
Sub: Letter under Section 73(3) of the Finance Act,1994 for avoiding penalty and non-issuance of SCN-Reg.
I/We M/s. ____________________________falling under the jurisdiction of____________ Range and __________Division state and request as under:

2. Whereas in terms of Section 73(3) of the Act, where any Service Tax has not been levied or paid or has been short levied or short paid or erroneously refunded, the person, chargeable with Service Tax, may pay the amount of Service Tax before service of notice on him under sub-section(1) in respect of Service Tax and inform the Central Excise officer in writing who, on receipt of such information shall not serve any notice under the sub-section(1) in respect of the Service Tax so paid;

3. Whereas during the course of verification of our records returns, by the Range/Division/Audit/Anti- Evasion of the Headquarters office of ____________ Commissionerate, it is observed that there is short payment/ non-levy/ nonpayment of Service Tax / Wrong availment of Cenvat Credit an account of issue/issues mentioned as per the Annexure. We having agreed to the points raised during verification/ scrutiny have paid the said amounts of Service Tax/ reversed the Cenvat Credit of Rs._______vide TR-6/Cenvat Register No.______dated_______along with the interest of Rs._______vide TR-6 Cenvat Register No._____ dated _________voluntarily.

4. Now, therefore, in terms of the provisions of Section 73(3) of the Finance Act, 1994, we requests that a SCN may not be issued to us in this case and no penalty may be imposed on us as the above short levy/ short payment /nonlevy/ non- payment/wrong availment of credit are not intentional on our part. We request that the above issue may be treated as closed with this letter since we have complied with the above provisions of Service Tax Law. We do not intend to file any appeal in the matter. We will also not be claiming refund of Service Tax paid as mentioned in the preceding paragraph.

Yours faithfully

(Authorized Signatory)
EVENT CALENDER
		January 2009

	

	

	Sun
	Mon
	Tue
	Wed
	Thu
	Fri
	Sat

	
	
	
	
	1
	2
	3

	4
	5
	6
	7
	8
	9
	10

	11
	12
	13
	14
	15
	16
	17

	18
	19
	20
	21
	22
	23
	24

	25
	26
	27
	28
	29
	30
	31


	Event
	Date

	Payment of Service Tax by companies
	05/01/2009

	Payment of Service Tax For individuals and firms 
	05/01/2009

	Payment date of Tax Deduction at Source
	07/01/2009

	TDS Return of Other than Salary to a Non-resident for Quarter ending December 31 in Form 27Q
	15/01/2009

	TCS Return for Quarter ending December 31 in Form 27EQ
	15/01/2009

	TDS Return of Other than Salary for Quarter ending December 31 in Form 26Q
	15/01/2009

	Payment date of Provident Fund
	15/01/2009

	Payment of tax deducted on works contract in return cum challan in Form 405 by employer
	21/01/2009

	Payment date of Employee State Insurance
	21/01/2009

	Monthly vat tax return
	21/01/2009

	Quarterly vat tax return
	21/01/2009

	Profession tax return 
	31/01/2009

	Submission of Audit report in form 704 accounting year 2007-2008
	31/01/2009


		February 2009

	

	

	Sun
	Mon
	Tue
	Wed
	Thu
	Fri
	Sat

	1
	2
	3
	4
	5
	6
	7

	8
	9
	10
	11
	12
	13
	14

	15
	16
	17
	18
	19
	20
	21

	22
	23
	24
	25
	26
	27
	28


	Event
	Date

	Payment of Service Tax by companies
	05/02/2009

	Payment date of Tax Deduction at Source
	07/02/2009

	Payment date of Excise Duty- E-payment
	06/02/2009

	Filing of Excise Returns & Input output Ratio – ER1 & ER 6
	10/02/2009

	Payment date of Provident Fund
	16/02/2009

	Payment date of Employee State Insurance
	21/02/2009

	Payment of tax deducted on works contract by the employer
	21/02/2009

	monthly vat tax return
	21/02/2009

	Profession tax monthly return
	28/02/2009

	MVAT Revised return pursuant to audit report in 704 form
	28/02/2009


		March 2009

	

	

	Sun
	Mon
	Tue
	Wed
	Thu
	Fri
	Sat

	1
	2
	3
	4
	5
	6
	7

	8
	9
	10
	11
	12
	13
	14

	15
	16
	17
	18
	19
	20
	21

	22
	23
	24
	25
	26
	27
	28

	29
	30
	31
	
	
	
	

	Event
	Date

	Payment of Service Tax by companies
	05/03/2009

	Payment date of Excise Duty- E-payment
	06/03/2009

	Filing of Excise Returns & Input output Ratio – ER1 & ER 6
	10/03/2009

	Payment date of Tax Deduction at Source
	07/03/2009

	Payment date of Provident Fund
	16/03/2009

	Payment of final installment of advance tax
	16/03/2009

	Fringe Benefit Tax last Installment
	16/03/2009

	Payment date of Employee State Insurance
	21/03/2009

	Payment of tax deducted on works contract by the employer
	21/03/2009

	monthly vat tax return
	21/03/2009

	Payment of Service Tax  by companies 
	31/03/2009

	Payment of Service Tax For individuals and firms 
	31/03/2009


Problems are nothing but solutions in disguise

