SERVICE TAX – NEGATIVE LIST OF SERVICES ON WHICH SERVICE TAX IS NOT CHARGED
The Service Tax provisions in the budget detail out 17 areas on which you will not be charged to tax which are as follows:
· Government or local authorities
· Reserve Bank of India
· Foreign Consulates and Embassies in India
· Agricultural Services
· Trading
· Manufacturing of goods
· Advertisements on Hoardings or newspapers
· Toll charges
· Gambling
· Entertainment events
· Electricity
· Education
· Residential Rent
· Certain financial transactions
· Public Transport
· Goods Transport ( Except if you use a road transport agency or courier service)
· Others include funeral, burial, crematorium, hearse or mortuary services
PROPOSED SERVICE TAX RATE STRUCTURE:
	Particulars
	Present Scheme
	Proposed Scheme

	General
	10%
	12%

	Works Contract Composition Scheme
	4%
	4.8%

	Cenvat reversal for exempted services under Rule 6(3) of Cenvat Credit Rules, 2005
	5%
	6%

	Purchase and Sale of foreign currency
	Increase of 20% under various slabs

	Promotion and Marketing for lottery
	Rs. 6000/- and Rs. 9000/-
	Rs. 7000/- and Rs. 11000/-

	Life Insurance Service ( not entirely for risk cover)
	1.5%
	3% on 1st year gross premium and 1.5% on subsequent premia

	Air transport of passengers
	Dual rate structure has been changed to standard rate of 12% with abatement of 60% in all cases



Retrospective Exemptions in Service Tax (w.e.f. date of enactment of Finance Bill)
 (1) Exemption for maintenance or repair services
 	(a) New Sections 97 & 98 of Finance Act, 1994 has been inserted to grant exemption of  service tax on repair of roads and service undertaken in relation to non-commercial buildings respectively w.r.e.f. from inception of service i.e. 16.06.2005.
 	(b) Under both the sections, service tax paid shall be refunded for which application has to be made within 6 months of assent of Finance Bill.
 (2) Non reversal of credit in case of provision of taxable services to SEZ units/developers without payment of service tax has been given retrospective effect from 10.02.2006.  
 (3) Exemption in respect of Service provided by an association of dyeing units in relation to common effluent treatment plants has been given retrospective effect from 16.06.2005.
Amendments in Finance Act, 1994 (w.e.f. date of enactment of Finance Bill)
 1) A new section 67A has been inserted to prescribe that the value of taxable service (particularly in the case of import and export of taxable services) and the rate of tax shall be determined in terms of Point of Taxation Rules, 2011.
 2)	 Present: At present there is no provision in respect of special audit in service tax.
Proposed: A new section 72A has been inserted to introduce provisions relating to special audit in the service tax law also on the lines of section 14A and section 14AA of the Central Excise Act, 1944.  Accordingly Section 14AA has been removed from Section 83
 3) Present: At present limitation period for issue of Show Cause Notice under Section 73(1) is one year.
Proposed:  The period of 1 year has been increased to 18 months.  Further, it has been prescribed by way of new sub-section (1A) is that follow-on notices issued on the same grounds need not repeat the grounds but only state the amount of service tax chargeable for the subsequent period and Statement of tax due for the subsequent period, served on the assessee with reference to the earlier demand notice, will be deemed as a valid notice.

 4) The provisions of Settlement Commission and revision mechanism have also been made applicable to service tax in line with the similar provisions contained in Central Excise Act, 1944.
 5) The time limit for filing appeals before Commissioner (Appeals) and revenue appeal before the Tribunal has been synchronized with respective provisions of Central Excise Act for the sake of uniformity.
Amendments in Rules:
Cenvat Credit Rules, 2004
 (1) Existing Rule 5 relating to refund of unutilized Cenvat credit on the account of exports shall be substituted to simplify the procedure and avoid unnecessary documentation.
 (2) Credit has been allowed on motor vehicles (except some specified headings and their chassis). The credit of tax paid on the supply of such vehicles on rent, insurance and repair shall also be allowed.
 (3) Credit of insurance and service station service has been allowed to—
 (a) Insurance companies in respect of motor vehicles insured and re-insured by them; and
 (b) Manufacturers in respect of motor vehicles manufactured by them.
 (4) 	Present: At present, credit on goods can be taken only after they are brought to the premises of the service provider.
Proposed: Rule 4(1) and 4(2) has been amended to allow a service provider to take credit of inputs or capital goods whenever the goods are delivered to him, subject to specified conditions.
 (5) Rule 7 for input service distributors has been amended to provide that credit of service tax attributable to service used wholly in a unit shall be distributed only to that unit and that the credit of service tax attributable to service used in more than one unit shall be distributed prorata on the basis of the turnover of the concerned unit to the sum total of the turnover of all the units to which the service relates.
 (6) Rule 9(1)(e) is being amended to allow availment of credit on the tax payment challan in case of payment of service tax by the service receiver on reverse charge basis.
Service Tax Rules, 1994
(1) Present: At present the time period provided in rule 4A for issuance of invoice is 14 days.
Proposed: The same has been increased to 30 days.  For banks and financial institutions providing banking and other financial services, the period shall be 45 days;
(2)   Present: Under Rule 6(4A) read with Rule 6(4B) any excess amount paid to Government on account of service tax may be adjusted only in subsequent month or quarter and that too with a monetary limit of Rs. 2 Lacs.
        Proposed: Now it has been amended to allow adjustment of excess amount paid without any limit.
(2) Present: At present, in the case of export and, individuals and firms rendering eight specified services, the point of taxation is the date of payment subject to certain conditions.
        Proposed: This special dispensation is being shifted from the Point of Taxation Rules to the Service Tax Rules.
 (4) In case of exporters, the period extended by the Reserve Bank of India on specific requests is also being included in the period for which the tax liability is allowed to be deferred.
(5) The option of deferred payment is being allowed for all service providers rather than for specific services. The facility will be available only to individuals and partnership firms (including limited liability partnership) upto a turnover of taxable services of Rupees Fifty lakhs subject to the condition that their turnover of taxable services in previous year was below Rupees Fifty lakhs. For computing the above limits, the turnover of the whole entity is required to be summed up and not any single registration.
Point of Taxation Rules, 2011 
(1) The definition of ‘continuous supply of service’ has been modified to capture the entire dimension of the concept, namely, the recurrent nature of services and the obligation for payment periodically or from time-to-time;
(2) Rule 6 in respect of ‘continuous supply of service’ has been omitted and merged with Rule 3. Rules 4 and 5, which deal with situations covering change in effective rate of tax and taxation of new services, shall now be applicable to continuous supply of services also;
(3) The word ‘date of payment’ has been defined;
(4) An option has been given to determine the point of taxation in respect of advances upto Rs. 1000/-  received in excess of the amount indicated in the invoice, on the basis of invoice or completion of service rather than payment; and
(5) A new residual rule has been inserted to ascertain point of taxation in cases where the same cannot be ascertained by the rules prescribed
New Reverse Charge Mechanism:
1) Section 68(2) of the Finance Act, 1994 has been amended to put the onus of payment of service tax on reverse charge basis partly on service provider and partly on service receiver.  The scheme is proposed to be made applicable on three specific services (suitable notification to be issued):
(a) Hiring of means of transport;
(b) Construction and
(c) Man power supply.
Renting of immovable property service:
 Constitutional validity of the levy of service tax on renting of immovable property has been the subject matter of litigation leading to pronouncement of court judgments favourable to revenue, including those of Hon’ble Delhi HC and Hon’ble SC.   Taking an overall view, the Government has decided to waive the penalty for those taxpayers who pay the service tax due on the renting of immovable property service (as on 06.03.2012), in full along with interest by way of insertion of new section 80A and the scheme will be open only for a period of six months from the date of enactment of the Finance Bill, 2012.
