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1. COURIER SERVICES

Taxable Activities:-

· Any person engaged in 

· Door – to - door  transportation   

· of documents, goods or articles

· directly or indirectly.

‘Door – to – door transportation’ covers those cases where customer goes to the courier’s office and delivers his documents etc.     Vijayanand Roadlines Ltd. (CESTAT),
Valuation:-

· In case of VPP, value of parcel recovered from the customer will be exempt.  Only service charges recovered in relation to door – to - door transportation are taxable. 

· Where courier agency undertakes comprehensive business and provide warehousing, packing etc., any amount charged in relation to such services shall also be taxable if they are relatable to door – to - door transportation.

Export:-

Covered under Rule 3(1)(ii) of Export of Service Rules, 2005, therefore it can be exported without payment of service tax if the following conditions are satisfied -

i) Service is wholly or partly performed outside India.

ii) Service provider receives the payment in Convertible Foreign Exchange.

iii) Such service is delivered outside India (prior to 1-3-2007) is provided from India (from 1-3- 2007), and is used outside India.

2. CARGO HANDLING SERVICE
Taxable Activities:-

· Packing, loading, unloading, or unpacking of cargo and

· Includes cargo handling for freight in special containers or for non-containerized freight.

Non- Taxable Activities:-

1. Export cargo, Handling of transshipment of export cargo from one international carrier to another international carrier or from a domestic carrier to an international carrier by Airport Authorities of India. or 

2. Passenger baggage (which includes unaccompanied baggage) or 

3. Mere transportation. 
4. Handling of agricultural produce. 

      -  Agriculture product will include all cereals, pulses, fruits, nuts and vegetables, spices, sugar can cotton, unmanufactured tobacco, tendu leaves and similar products. However it will not cover manufactured products such as sugar, edible oil, processed foods, processed tobacco etc. or 

5. Goods to be stored in cold storage.


6. Transportation of empty containers.
Export:- 

Covered under Rule 3(1)(ii) of Export of Service Rules, 2005. Therefore shall be deemed to have been exported when performed outside India.

But even part performance outside India shall be treated as export provided that service is provided from India and used outside and payment is received in convertible forex. [Rule 3(2) of Export of Service Rules, 2005]

3. CUSTOM HOUSE AGENT (CHA)
Taxable Activities:-
· person licensed, temporarily or otherwise, under the Customs Act.

· providing service in relation to 

· entry or departure of conveyances or 

· import or export of goods.

Persons not liable:-
· person not having license.

Valuation:-

· Taxable value shall be the gross amount charged which shall include any amount received towards the taxable service before, during or after provision of such service. 

· Further as per Notification No. 12/2003 cost of material sold to the service recipient while providing services is not to be included in the value of taxable service subject to the condition that such value is shown separately in the invoice and there is documentary proof specifically indicating the value of said goods or materials.

· CHA shall not be liable to pay service tax for payment made on behalf of the client such as statutory levies, cess, custom duties etc. and various other reimbursable expenses claimed on actual basis from the client.

Abatement:-
Abatement equivalent to 85% of the Gross amount charged shall be allowed.

Valuation in case of Turn key projects - if no separate breakup for expenses and commission is available then, 15% of the gross amount charged is the value.
4. PORT SERVICES

Definition:-

Service rendered by a major port or any other port or any person authorized by the port in relation to a vessel or goods.

Taxable services:-
· Ship repair during dry docking

Taxable Value includes:-
- Demurrage charges

Taxable Value Excludes:-

· Rental charges received by the port for renting of accommodation; and,

· lease rentals received for allowing use of land 

are not liable to service tax as these are not services rendered in relation to goods or vessels.

5. STORAGE AND WAREHOUSING

Taxable Services:-
· Liquid or gas storage services

· Other storage or warehousing services  (services of grains)

· Handling/ Storage and warehousing of empty containers.

Non- Taxable Services:- 

1. Cold storage

2. Agricultural Produce

3. Mere renting of space

4. Cloak room facilities provided at railway stations, bus stations etc.

Storing own goods in factory, warehouse, cannot be treated as ‘storage and warehousing’ service.  Nawanshahr Co - op. Sugar Mills Ltd. v. Commissioner, Jallandhar – 2006 (4) S.T.R. 14 (Tri. – Del.)

6. TRANSPORT OF GOODS THROUGH PIPELINE OR CONDUIT

Taxable Service:-
· By any person 

· in relation to transport of goods 

· OTHER THAN WATER

· through pipeline or other conduit.

Non taxable services:-
· Transportation through own pipelines or

· Nothing is charged for transportation from the customer.

7. TRANSPORT OF GOODS BY RAIL

Taxable Service:-
  Any service by a person OTHER THAN Government Railways
  in relation to transport of goods in containers by rail in any manner.

Non Taxable Services:-
· Transportation of goods not containerized.
Abatement:-
Abatement equivalent to 70% of the gross amount has been provided.

Consequently, service tax will be chargeable only on 30% of the gross amount charged for transport of goods in containers by rail.

8. TRANSPORT OF GOODS BY AIR

Taxable Service:-
  Any service by an AIRCRAFT OPERATOR

  in relation to transport of goods by AIRCRAFT. 

SERVICE PROVIDER includes-

· Air Cargo Operator, and

· Airlines engaged in transportation of goods.

CBEC Clarification on Transportation Services:-

In addition to actual air-freight charges, all charges collected towards storing, handling, loading/unloading by an airline are also chargeable to this levy.

Non Taxable Services:-
    Service of Export Cargo is exempt from Service Tax.

9. TRANSPORT OF GOODS BY ROAD
Taxable service:-
· by Goods transport agency, i.e. any person providing  

· service in relation to transport of goods by road, 

· and issues a consignment note , by whatever name called,

· in a goods carriage [meaning as assigned in section 2 of Motor Vehicles Act]

Non taxable service:-

1. Renting of trucks.

2. Contractors carrying garbage for Municipal Corporation. 

3. Goods Transport Agency transporting fruits, vegetables, eggs or milk are exempt.

4. Service tax exemption to consignments transported by road when gross amount charged for all consignment is upto Rs. 1,500/- or 


when gross amount charged for an individual consignment is upto Rs. 750/- 

Abatement:- 

Benefit of 75% abatement is available. 

Service tax is payable on 25% of the gross amount charged if, tax is payable by GTA

	Person liable for paying service tax
Rule 2  of Service Tax Rules,1994


(v) 
in relation to transport of goods by road, where the consignor or consignee of goods is, - 

(a)
Any factory registered under or governed by the Factories Act. 

(b)
Any company established by or under the Companies Act, 1956 

(c)
Any corporation established under any law;

(d)
Any society or co-operative society registered under any law;

(e)
Any dealer of excisable goods, who is registered under Central Excise Law; or

(f)
Any body corporate established, or a partnership firm registered under any law;

any person who pays freight either himself or through his agent for the transportation of such goods by road in a goods carriage.

Controversies:-

(A) Whether receiver can take benefit of 75% abatement? 

DGST had earlier issued circular saying when tax is paid by Consignor/consignee, they shall not be allowed to avail abatement of 75%.

The Board has now clarified through a circular withdrawing above circular and has applied Sec 37B of CEA to Service Tax as well. According to the new circular abatement shall be available to the service receiver also.

(B) Whether receiver can take credit of 25% service tax paid by him?

Yes, if he using them in the manufacture of final product or in providing any output service.

(C) Whether credit of service tax paid on transport charges from factory to customer and from depot to customer is admissible or not?

There is no case law in this regard. But because of specific reference in the definition under Rule 2(l) of Cenvat Credit Rules, 2004, credit of service tax paid on input service which is used in manufacture and clearance of final products, is admissible.

Rule 2(l) of  Cenvat Credit Rules, 2004

Input service Means any service used by Manufacturer or provider of taxable service:-

· in or in relation to manufacture of final products or for providing output service; whether directly or indirectly

· in or in relation to clearance of final products from place of removal; whether directly or indirectly

and includes services used in relation to:-

· setting up, modernization, repairs of  factory , premises of provider of output service, 

· advertisement or sale promotion, market research, 

· procurement of inputs, inward transportation of inputs or capital goods and 

· storage upto the place of removal, 

· outward transportation upto the place of removal etc.

10. CLEARING & FORWARDING AGENTS’ SERVICES
Taxable Service:-
· To a client

· by a Clearing & Forwarding agent

· in relation to Clearing & Forwarding Operations such as

· Receiving the goods from the factories or premises of the principal or his agent

· Warehousing these goods

· Receiving dispatch orders

· Arranging dispatch of goods as per the direction of the principal

· Maintaining records of the receipt and dispatch of goods and the stock 

· Preparing invoice on behalf of the principal

It is not necessary to compulsorily provide all types of services to a customer who may want only some of services which are normally provided by a `clearing & forwarding agent’. Customers’ particular requirement will not change meaning of expression `clearing & forwarding agent’ provided that services fall within the services which are usually provided by `clearing & forwarding agents’. Medpro Pharma Ltd. vs. CCE, (2006) 4 STT 341 (CESTAT, New Delhi, larger bench).

