GUIDANCE NOTE ON SERVICE TAX

1. Rate of Service Tax 

a. 12.24% ( w.e.f 19/04/2006)

b. 12.36% ( w.e.f. 11/05/2007) 

2. TDS on Service Tax:

a. The tax is required to be deducted at source on the gross amount of bill which is inclusive of service tax 

3. Due Date of Filing of Return:

a. Monthly Return by 5th of  Succeeding Month

b. Half-yearly return by 25th of the month following the particular half-year, i.e., 25th October and 25th April.

c. Returns can now be filed beyond the due date, but with minimum delayed fees of Rs. 2000/-

d. Revised Returns can now be filed within 60 days from the date of original return with prescribed fees.

e. Intimation to be given to the range authorities for such changes affected

4. Intra-service" credit

a. Credit of service tax paid on all kind of input services is available such as 

1. Cleaning services

2. Repairs and Maintenance

3. Security Services

4. Telephone ( Excluding Mobiles)

5. All Notified Services

5. When to avail credit for utilisastion

1. Only after payment is made to the service provider

2. If payment of April 06 is done in May 06, then credit to be utilised for payment of May 06 dues only.

3. No Credit if payment is not made…..

6. Utilisation of Credit of Service tax

a. Where both taxable and exempt services are provided from a single premise only 20% ( of the service tax payable ) of the credit can be utilized.

b. There are notified 16 services which do not require apportioning and 100% can be utilized and sub clause a above will not be applicable.

c. It is advisable to maintain separate input registers for availing credit for exempt service and taxable services.

7. Maintenance of Records for availing service tax credit:

a. To maintain proper Record in which following information is given.

b. Details of the input service provider (like the registration number and address of the service provider)

c. Details of  the value and description of the input services  

d. Details of the input credit availed and utilized during the period  

e. Details of the opening and closing balance of the input credit  

f. Details of the output service in relation to which the input credit is claimed 

g. Details of the method of maintaining the books of accounts

8. Service tax credit shall be available on an invoice or bill or challan of the service provider 

a. Following particulars must be available on the Invoice.

i. Serial number of document

ii. Date of issue

iii. Description of service ( category of service provided)

iv. Taxable Value ( gross amount )

v. Service tax paid ( Basic + Edu Cess + SHE Cess to be shown separately)

vi. Service tax registration number 

9. Refund of service tax credit

a. No Refund of Service Tax, any amount paid 

b. Excess Paid to be adjusted in following months

c. New provision of self adjustment of service tax introduced in budget 2007-2008. , but limited upto Rs. 50000/-

10. All agreements/contracts for the year 2007-2008 to be vetted out for Implication of Service Tax

a. Agreement to include the following clause 

· “In case of any defect in the invoice & denial of Cenvat Credit from documentation aspect shall be recovered from you /borne by you.

· “In case of any liability arising out of mis-interpretation of the Service tax act, with respect to the service provided, shall be to your account.

EXEMPTIONS UNDER SERVICE TAX

a. Exemption is granted to the first receipt of Rs 4 Lakh in a subsequent year for receipt against providing a notified taxable service.

b. Service provider to seek registration after crossing threshold limit of 3 lakhs.

c. Exemption limit extended in budget 2007-08 upto Rs. 8 Lakhs w.e.f. 01/04/2007

d. In view of budget changes for 07-08 threshold limits raised from 3 lakhs to 7 lakhs.

WHEN SERVICE PROVIDING BECOMES TAXABLE

a. The service is a taxable notified service 

b. Service provided in full

c. Payment received against the service

d. Advance received against providing the service
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