Service Tax Amendments after Budget 2014

Compliance Issues relating to Service Tax:

1) Variable Interest rate for delayed payment of Service Tax –
Before Amendment -
             18% p.a. simple interest for the period of default for all the assesses w.e.f 01.04.2014       [Section 75 read with Notification No. 26/2014 dated 10.09.2004]
After Amendment –
·  Upto 6 months – 18%
·  More than 6 months and upto one year - 18% for first 6 months and 24% for delay   beyond 6 months.
·  More than one year - 30% for any delay beyond one year. [Vide Notification No. 12/2014 dt. 11.07.2014]
 Impact – 
              Interest rate will vary depending upon extent of delay. Rates have been increased to encourage prompt payment of Service Tax. As specified in the proviso to section 75, 3% concession on the applicable rate of interest will continue to the small service provider, meaning thereby “if value of taxable services does not exceed Rs. 60 lacs during any of the financial year covered by the notice or during the last preceding financial year, as the case may be – (w.e.f 08.04.2011)
Effective from – 
              01.10.2014
2) E-payment of Service Tax-  
         Before Amendment –
·  Rule 6(2) of Service Tax Rules, 1994: Where an assessee has paid a total service tax of rupees one lakh (prior to 01.01.2014, the limit was 10 lakhs) or more including the amount paid by utilization of Cenvat Credit, in the preceding financial year, he shall deposit the service tax liable to be paid by him electronically, through internet banking.
    After Amendment –
     Every assessee shall electronically pay the service tax payable by him through internet banking, Provided that the Assistant Commissioner or the Deputy Commissioner of Central Excise, as the case may be, having jurisdiction, may for reasons to be recorded in writing allow the assessee to deposit the service tax by any other mode other than internet banking. [Vide Notification No. 09/2014 dated 11.07.2014]

               Impact – 
                            E-payment of tax mandatory in all case, without any monetary limit. Relaxation may be allowed by DC/AC on case to case basis. Thus, W.E.F 01.10.2014, due date for payment becomes 6th of next month or quarter, as the case may be.
               Effective from – 
                             01.10.2014
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