




Audit of  Bank Branches
Audit of  branches of  banking companies is required 

under section 228 of  the Companies Act, 1956.  
It is thus obligatory for a banking company to get the 

financial statements of  each of  its branch offices 

audited except where exemption from audit is 

obtained in respect of  certain branches under the 

Companies (Branch Audit Exemption) Rules,1961 and 

as per the guidelines of  the Reserve Bank of  India 

issued from time to time.Sub-section (1) of  section 29 

requires every banking company to prepare a balance 

sheet and a profit and loss account in the forms set out 

in the Third Schedule to the Act or as near thereto as 

the circumstances admit.
Form A of  the Third Schedule to the Banking 

Regulation Act,1949,contains the form of  Balance 

Sheet
Form B contains the form of  Profit and Loss account 

Sub-section (1) of  section 30 of  the Banking 

Regulation Act ,1949 requires that the balance sheet 

and profit and loss account of  a banking company 

should be audited by a person duly qualified under any 

law for the time being in force to be an auditor of  

companies 

Laws Applicable for Audit of  Accounts of  Bank 

Branches
· Banking Regulation Act, 1949
· Banking Companies (Acquisition and Transfer of  

Undertakings) Act, 1970
· Banking Companies (Acquisition and Transfer of  

Undertakings) Act, 1980
· State Bank of  India Act,1955
· State Bank of  India (Subsidiary Banks) Act,1959
· Regional Rural Banks Act, 1976
· Companies Act, 1956
· Co-operative Societies Act, 1912 or the relevant 

state Co-operative Societies Act. 
· Information Technology Act, 2000 
· Prevention of  Money Laundering Act, 2002
· Credit Information Companies Regulation Act, 

2005
· Securitisation and Reconstruction of  Financial 

Assets and Enforcement of  Security Interest Act, 2002
· Banking Cash Transaction Tax (Chapter VII of  

Finance act, 2005) 
· Service Tax (Chapter V of  Finance act,1994) 
· Income Tax Act ,1961 
· Securities  Transaction Tax (Chapter VII of  finance 

(No 2) act , 2004 
· Payment and Settlement Systems Act,2007
· Banking Regulation Act - As per section 30(3) of  

a Banking Regulation Act ,1949 an auditor is required 

to state in his report of  a banking company 

incorporated in India the following :-- 

Powers of  Auditor
The auditor of  a banking company or of  a nationalised 

bank, State Bank of  India, a subsidiary of  State Bank 

of  India, or a regional rural bank has the same powers 

as those of  a company auditor in the matter of  access 

to the books, accounts, documents and vouchers.
 He is also entitled to require from the officers of  the 

bank such information and explanations as he may 

think necessary for the performance of  his duties.

Audit of  Internal Controls  of   Bank  Branch
The auditors have to report on the frauds,fraudulent 

activities,foul play in banking transactions and the 

internal controls of  the bank.The Internal Control 

Systems has to be devised by the Bank Branch to 

control frauds,defalcations,cash transactions etc 

through realtime sur veillance system and 

management controls. 
1.Audit Risks
a) Audit Risks arise,due to :
     - Lack of  internal control systems;
     - Inadequate internal controls ;
     - Breach of  internal controls
     - Lack of  Management Controls
     - Lack of  Systems Controls
     - Lack of  Transaction Audit
     - Lack of  Process Audit
     - Inadequate provisions of  law  
b) In EDP environment :
     - Loss of  audit trail
     - Non – review of exceptional reports (systems/ 

transactions)
     - Lack of  security systems (hardware/ software)
  -  O u t d a t e d  t e c h n o l o g i e s  a n d  

systems(hardware/software)
     - Outdated systems protocols 
2.Internal Controls include:
a) Accounting controls, and
b) Management and Administrative controls.
c)Information Systems Control
Accounting controls cover areas directly concerned 

with recording of  financial transactions and 

maintenance of  such registers/ records as ensure 

their reliability. These controls relate to execution of  

transactions as are in conformity with:
a) Legal requirements and those of  the regulatory 

bodies,
b) Generally accepted accounting principles and 

practices, (of  which significant accounting policies are 

expected to be disclosed), and
c) General or specific authority and delegation of  

powers laid down by the management,so that the 

financial statements and data are drawn up based on 

transactions as are authorized and provide 

reasonable assurance as to reliability thereof.
Internal accounting controls also envisage such 

procedures as would determine responsibility and fix 

accountability with regard to safeguarding of  the 

assets of  the bank.
There is a distinction between accounting systems and 

internal accounting controls. 
 Accounting system envisages the processing of  

the transactions and events, their recognition and 

appropriate recording. 
Internal controls are techniques, methods and 

procedures so designed and usually built into 

systems,as would enable prevention as well as 

detection of  errors, omissions or irregularities in the 

process of  execut ion and recording of  

transactions/events.
Reference is also drawn to SA 400 (AAS 6), “Risk 

Assessments and Internal Control” Administrative 

controls are concerned with the decision processes 

and laying down of  authority / delegation of  powers, 

by the management.

3.Internal Accounting Control Techniques
These involve:
a ) P r e v e n t i o n  a n d  D e t e c t i o n  o f  

errors,omissions,irregularities and frauds:
b)Internal Control Financial Reporting
c)Information Systems Audit

4.(a)Prevention of  Errors, Omissions, Irregularities 

and Frauds:
The internal accounting controls as would ensure 

prevention of  errors, omissions and
irregularities would include the following:
a)Online Surveillance Sytems should be in place.
b) No transaction can be recognised/recorded unless 

it is sanctioned/approved by the designated authority.
c) Built-in dual control/supervisory procedures 

ensure that there is an independent automatic check 

on inputs/ vouchers, also providing built in checks on 

personnel identified to transactions as recorded and 

to fix responsibility.
d) No single person has authority to initiate a 

transaction and record it through all stages to the 

general ledger; and each day's transactions are 

promptly and accurately recorded, and the control 

and subsidiary records are kept balanced through 

personnel independent of  each other.
e)Fraudulent Transactions are checked and reported 

through alert systems designed through systems 

protocol and programs with set surveillance criteria's.  

(b)Detection of  Errors,Omissions,Irregularities and 

Frauds:
The following internal control techniques are useful as 

would enable detection of  errors,omissions and 

irregularities:
a) Independent external evidence/direct confirmation 

procedures.
b) Internal/concurrent audit/inspection/special 

surprise checks.
c) Balancing of  control and subsidiary records.
The Auditor would be well advised to look into other 

areas as may lead to detection of  errors, omissions 
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and irregularities, inter-alia the following:
a) Missing/loss of  security paper stationery forms.
b) Extensive use of  and accumulation of  

transactions/balances in nominal heads of  accounts 

like Suspense, Sundries, Inter-branch accounts, or 

other nominal heads of  accounts,
particularly if  these accounts are frequently used to 

balance books, despite availability of  information.
c) Accumulation of  old/large unexplained/ 

unsubstantiated entries in accounts (as may also 

appear in the periodic reconciliation statements), with 

other banks and institutions.
d) Transactions represented by mere book 

adjustments not evidenced/ substantiated or upon 

non-honouring of  contracts/commitments (e.g. 

dishonour of  Bankers' Receipt/SGL Forms in the 

Investment Department).
e) Unexplained and old credits, capable of  being 

misused. These could also arise by creation or 

retention of  credits, also represented by holding in 

physical custody, undespatched Deposit Receipts of  

constituents,Banker's cheques,Pay Orders and 

similar instruments (particularly not in dual custody).
f) Originating debits in Head Office Accounts (inter-

branch accounts).
g) Results of  periodic analytical reviews, if  observed 

as adverse.
h) Serious irregularities pointed out in internal audit/ 

inspection/special audit/credit audit/stock audit 

reports and in “Know Your Customers” norms and 

frequent infraction of  delegated authority.
i )  C o m p l a i n t s / m a t t e r s  p e nd i ng  i n  t h e  

Vigilance/Grievances Cell, as regards discrepancies in 

accounts of  constituents, etc.
j) Exceptional daily reports in the EDP environment as 

regards systems and transactions and the manner 

and timeliness of  disposal thereof.
k) Delays in reporting critical transactions and events.
l) Operations(credits) in advances being adversely 

disproportionate with sanction, disbursements of  

funds.
m) Exceptional transactions and events and in 

particular those involving willful defaulters,non-

compliance of  laid down guidelines e.g., on Money 

Laundering, 'Know your Customer' norms etc.(Refer 

also RBI Circular DBOD.AML. BC. No. 2/14 

.01.001/2009-10 dated 1-7-2009)
n) Lack of  co-ordination procedures between 

administrative centralized offices having
custody/control over documentation and the branch 

where the borrower's account is
maintained and serviced, based only on Sanction 

advices.

6)Internal Control Financial Reporting
Internal Control Systems and measures taken are 

reported through Financial Reporting in annual 

reports.
  
7)Information Systems Audit
Information Systems Audit is reported through ISA 

Reports done by ISA Auditor checking the data and 

transaction systems for data protection, validation, 

reporting and storage systems etc.

8.Basic Analytical Procedures/Reviews
To begin with, the figures of  the current year should 

be compared with those of  the previous year and any 

dispropor tionate increase/decrease should be 

enquired into; in particular the composition of  the 

advances as classified into Standard, Sub Standard, 

Doubtful or Loss assets as well as the impact on the 

movements in provisions related thereto.Attention 

must be focused on any divergent trends between 

Revenue/Expenditure and related assets or liabilities.
Analysis needs to be made of  the propensity of  

upward/downward movements in income not realised 

on the NPAs to determine the potential loss of  

revenue, which can also be gauged independently on 

a year-wise comparison of  the aggregate of  

unapplied interest, interest suspense and right of  

recompense in relation to advances.
Financial and Performance Ratios should be 

considered useful in connection with any audit; and for 

banks these ratios could be categorised into those 

relating to:

a) Asset Quality
b) Liquidity
c) Earnings
i) Asset  Quality  Ratios

-Loan Losses to Total Advances
-NPAs to Total Advances
-Net Profit to Loan Losses
-Doubtful Advances to Gross Income
-Permanent/Current Investments to Total 

Investments
-Market value to cost of:
-Permanent Investments
-Current Investments

ii) Liquidity  Ratios
-Cash and liquid securities (e.g. those due within 

30 days) to total assets
-Inter-bank and money market deposit liabilities 

to total assets
iii)Earnings Ratios

-Return on: - Average total assets
- Average total equity
-Interest on:  - Advances as a percentage of  

Average Advances
- Deposits as a percentage of  Average Deposits
-Income/yield on Average Investments and return 

of  Treasury Functions.
-Average interest earned on advances to 

average interest expended on Deposits and 

borrowings (Average cost of  borrowing vis-a-vis 

average yield on moneys applied
-Ratio of  unapplied interest income/income 

suspense to Advances).

d) Prima Facie Inconsistencies
-Standard Assets having Interest Suspense or 

Unapplied Interest
-Interest Provision/ accretion on Non Performing 

Assets
-Status of  borrower – cum- investee being at 

variance
-Regular invoking of  Guarantees in Standard 

Advances
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                   No. ICAI/ESB//2011/02

All the members of  the Institute of  Chartered Accountants of  India (ICAI) are hereby informed that in terms of  its decision taken at the 299th Meeting of  the Council held on 

27th – 28th October, 2010, it has been decided that the term “relative” for the purpose of  Chapter-IV of  Council General Guidelines, 2008 (Opinion on Financial Statements 

when there is substantial interest) will have the same meaning as assigned to it in AS-18. 

Accordingly, the Chapter IV of  the Council General Guidelines, 2008 as appended to the ICAI publication titled “The Chartered Accountants Act, 1949 “ is modified and 

modified version shall read as under – “Chapter IV Opinion on financial statements when there is substantial interest

4.0 A member of  the Institute shall not express his opinion on financial statements of  any business or enterprise in which one or more persons who are his “relatives” within 

the meaning of  Accounting Standard (AS – 18) has / have, either by themselves or in conjunction with such member, a substantial interest in the said business or enterprise.
Explanation: For this purpose and for the purpose of  compliance of  Clause (4) of  Part I of  the Second Schedule to the Chartered Accountants Act, 1949, the expression 

“substantial interest” shall have the same meaning as is assigned thereto under Appendix (9) to the Chartered Accountants Regulations, 1988. “

This decision shall be in force with effect from 28th June, 2011

ANNOUNCEMENT
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1) Notif ication No 35/2011 dated 

23.6.2011.Cost Inflation Index for the Financial Year 

2011-12 has been notified as 785
2) Notification No. 37/2011 dated 

1.7.2011- It has been notified that all individuals and 

HUF's filing returns in form ITR-4 and partnership 

firms filing returns in Form No-5 which are subject to 

tax audit u/s 44AB would require to upload  their 

Income Tax Returns digitally signed for AY 2011-12 

and onwards.
3) Subject: Issuance of TDS Certificates in 

Form No. 16A downloaded from TIN Website and 

option to authenticate the same by way of  digital 

signature – Circular under section 119 of  the Income-

tax Act 1961.Circular No. 03/2011

1. Section 203 of  the Income-tax Act 1961 ('the 

Act') read with the Rule 31 of  the Income-tax Rules 

1962 ('the IT Rules') provides for furnishing of  

certificate of  tax deduction at source (TDS) by the 

deductor to the deductee specifying therein the 

prescribed particulars like amount of  TDS, permanent 

account number (PAN), tax deduction and collection 

account number (TAN), etc.  The relevant form for 

such TDS certificate is Form No.16 in case of  

deduction under section 192 and Form No.16A for 

deduction under any other provisions of  Chapter XVII-

B of  the Act. TDS certificate in Form No.16 is to be 

issued annually whereas TDS certificate in Form 

No.16A is to be issued quarterly. 
 
2. Currently, a deductor has an option to 

authenticate TDS certificate in Form No.16 by using a 

digital signature.  However, no such option of  using a 

digital signature is available to a deductor for issuing 

TDS certificate in Form No.16A and it, therefore, 

needs to be authenticated by a manual signature. The 

Central Board of  Direct Taxes (the Board)  has 

received representations to allow the option of  using 

digital signature for authentication of  TDS certificate 

in Form No.16A as issuance of  TDS certificate in Form 

No.16A by manual signature is very time consuming, 

specially for deductors who are required to issue a 

large number of  TDS certificates. 

3. The Department has already enabled the online 

viewing of  Form No.26AS by deductees which contains 

TDS details of  the deductee based on the TDS 

statement (e-TDS statement)filed electronically by the 

deductor.  Ideally, there should not be any mismatch 

between the figures reported in TDS certificate in 

Form No. 16A issued by the deductor and figures 
contained in Form No.26AS which has been generated 

on the basis of  e-TDS statement filed by the deductor.  

However, it has been found that in some cases the 

figures contained in Form No.26AS are different from 

the figures reported in Form No.16A. The gaps in 

Form No.26AS and TDS certificate in Form No. 16A 

arise mainly on account of  wrong data entry by the 

deductor or non-filing of  e-TDS statement by the 

deductor.  As at present, the activity of  issuance of  

Form No.16A is distinct and independent of  filing of  e-

TDS statement, the chances of  mismatch between TDS 

certificate in Form No.16A and Form No.26AS cannot 

be completely ruled out. To overcome the challenge of  

mismatch a common link has now been created 

between the TDS certificate in Form No.16A and Form 

No.26AS through a facility in the Tax Information 

Network website (TIN Website) which will enable a 

deductor to download TDS certificate in Form No.16A 

from the TIN Website based on the figures reported in 

e-TDS statement filed by him.  As both Form No.16A 

and Form No.26AS will be generated on the basis of  

figures reported by the deductor in the e-TDS 

statement filed, the likelihood of  mismatch between 

Form No.16A and Form No.26AS will be completely 

eliminated.  

4. In view of  the above, for proper administration of  

the Act, the Board have, in exercise of powers under 

section 119 of  the Act, decided the following :- 

4.1 ISSUE OF TDS CERTIFICATE IN FORM NO. 

16A
 (i) For deduction of  tax at source made on or after 

01/04/2011:
(a) The deductor, being a company including a 

banking company to which the Banking Regulation 

Act,1949 applies and any bank or banking institution, 

referred to in section 51 of  that Act or a co-operative 

society engaged in carrying the the business of  

banking, shall issue TDS certificate in Form No.16A 

generated through TIN central system and which is 

downloaded from the TIN Website with a unique TDS 

certificate number in respect of  all sums deducted on 

or after the 1st day of  April, 2011 under any of  the 

provisions of  Chapter-XVII-B other than section 192.
(b)  The deductor, being a person other than the 

person referred to in item (a) above, may, at his 

option, issue TDS Certificate in Form No.16A 

generated through TIN central system and which is 

downloaded from the TIN Website with a unique TDS 

certificate number in respect of  all sums deducted on 
or after the 1st day of  April, 2011 under any 

provisions of  Chapter-XVII-B other than section 192.
(ii) For deduction of  tax at source made during 

financial year 2010-11:
The deductor, may, at his option, issue the TDS 

certificate in Form No.16A generated through TIN 

central system which is downloaded from the TIN 

Website with a unique TDS certificate number in 

respect of  all sums deducted during the financial year 

2010-11 under any of  the provisions of  Chapter-XVII-

B other than section 192.

4.2 AUTHENTICATION OF TDS CERTIFICATE IN 

FORM NO.16A

(i)  The deductor, issuing the TDS certificate in Form 

No.16A by downloading from the TIN Website shall 

authenticate such TDS certificate by either using 

digital signature or manual signature

(ii) The deductor being a person other than a person 

referred to in item 4.1(i)(a) above and who do not 

issue the TDS Certificate in Form No.16A by 

downloading from the TIN Website shall continue to 

authenticate TDS certificate in From No.16A by 

manual signature only. 

5. The Director General of  Income-tax (Systems) 

shall specify the procedure, formats and standards for 

the purpose of  issuance of  TDS certificate in Form 

No.16A which is downloaded from the TIN Website and 

shall be responsible for the day-to-day administration 

in relation to the procedure, formats and standards 

for  issuance of  TDS certificate in Form No.16A in 

electronic form.

6. It is further clarified that TDS certificate issued in 

Form No. 16A by the deductors covered  by  para 

4.1(1)(a) in accordance with this circular and 

procedure, format  and standards specified by the 

Director General of  Income-tax (Systems) shall only 

be treated as a vilid TDS certificate in Form No. 16A for 

the purpose of section 203 of  the Act read with Rule 

31 of  the IT Rules,1962.    

1) All DIN and DPIN no ho;lders must intimate theie PAN 

No.s in form no. DIN-4 by 30the September 2011 failing 

which their DPIN/DIN No.s will be disabled and they will also 

be penalised.

2) Certain companies will have to file their Balance Sheet 

and Profit and Loss Account for the year ended 31.3.2011 in 

XBRL mode. Further the statutory auditor need to   

certify that the financial statements have been prepared in 

XBRL mode. These shall include:
(a) All companies listed in India and their 

subsidiaries, including overseas subsidiaries;
(b) All companies having a paid up capital of  Rs. 5 

Crore and above or a Turnover of  Rs 100 crore 

or above .

Company Law-

Notifications

Congratulations 
New Independent Director on the board of Bank of Maharashtra  Allahabd August 8, 2011 Department of  Financial 
Services, Ministry of  Finance, Government of  India has nominated Ramesh Chandra Agrawal chartered accountant of  Allahabad as part time 
non-official director on the board of  directors of  Bank of  Maharashtra for three years. 

Income Tax 
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Finance Act, 2011 has, amongst other things, 

amended the scope the seven existing taxable 

services with effect from 01.05.2011. One of  such 

existing taxable services is “Authorised Service 

Station's Services which have been brought within the 

ambit of  Service Tax ever since 16.07.2001. In the 

ensuing paragraphs various dimensions of  

amendments brought by Finance Act, 2011 in 

Authorised Service Station's Services have been 

discussed:
First of  all, the relevant substituted sub- clause (zo) 

of  clause (105) of  Section 65 is given below. In 

addition, the relevant sub- clause (zo) which was 

prevailing immediately before such substitution is also 

reproduced below for instant reference:
TAXABLE SERVICE
With effect from 01-05-2011
Taxable service means any service provided or to be 

provided to any person, by any other person ,  in 

relation to any service for repair, reconditioning 

,restoration or decoration or any other similar 

services, of   any motor vehicles other than three 

wheeler scooter auto-rickshaw and motor vehicle 

meant for goods carriage- Section 65(105)(zo)
16.05.2008 to 30-04-2011
Taxable service means any service provided or to be 

provided to any person, by an authorised service 

station, in relation to any service, repair, 

reconditioning or restoration of  motor cars, light 

motor vehicles or two wheeled motor vehicles, in any 

manner - Section 65(105)(zo)
Essential Ingredients of  these services w.e.f. 

01.05.2011
On careful analysis of  above-mentioned substituted 

sub-clause (zo) [which has come into force w.e.f. 

01.05.2011], following essential ingredients of  these 

services come into light:
(A)Status of  Service Provider 
Services are provided by any other person 

[authorised service station upto 30-04-2011]. Thus, 

w.e.f. 01.05.2011 it is no longer necessary that 

service provider must be an authorised service 

station. In other words, any person who is engaged in 

providing these services even if  he is not an 

authorised service station will fall within the scope of  

these services. 
(B)Status of  Service Recipient
Services are provided or to be provided to any 

person. The term 'person' is generally understood as 

natural human being but in the context of  fiscal laws 

[including Service Tax] the term 'person' includes 

artificial and juristic persons also. In different words, 

the said term 'person' includes Individual, 

Proprietorship Firm, Partnership firm, Company, 

Society, Co-operative Society, Trust, Body Corporate, 

Hindu Undivided Family, Club, Any Associations of  

persons by whatever name called.

Thus, status of  person receiving the taxable service 

under the category of  “Authorised Service Station's 

Services” is inconsequential in determining the issue 

of  taxability because these services are taxable 

irrespective of  kind of  service recipient. 
(C) Kinds of  Services falling within the scope of  these 

services
Such services are in relation to any service for repair, 

reconditioning, restoration or decoration or any other 

similar services. It is worth highlighting that w.e.f. 

01.05.2011 the scope of  these services has been 

widened by inclusion of  the expression “decoration or 

any other similar services” within the purview of  these 

services. If  the foregoing expression is minutely 

analysed, it becomes clear that following two kinds of  

inclusions have been made:-
Specific Inclusion: In this category services in relation 

to decoration have been included. Since the term 

“decoration” has not been statutory defined in 

Finance Act, 1994, following brief  table will be useful in 

understanding the scope of  the term “decoration”:

On the basis of above dictionary meanings, it can be 

inferred that in the present context services of  

beautifying/ adorning/ embellishing any motor 

vehicles [other than excluded ones which have been 

discussed hereinafter] will attract service tax. 
General  Inc lus ion:  By incor porat ing the 

expression/phrase “any other similar services” the 

purview of  these services has been further widened. 

In other words, not only four specific services 

[services in relation to for repair, reconditioning, 

restoration or decoration] are taxable but services 

falling under residual category [any other similar 

services] will also service tax. It is pertinent to add 

here that while determining the services which fall 

under the foregoing residual category [any other 

similar services] the Rule of  Noscitur A Sociis [i.e. Rule 

of  Construction of  Associated Words] is to be 

followed. As per aforementioned rule, the meaning of  

a word is derived from its associate words i.e. the 

meaning of  a word is to be judged by the company it 

keeps. The words in a statute are construed with 

reference to the words found in immediate connection 

with them. To put it differently, if  two or more words 

which are capable of  analogous (similar or Parallel) 

meaning, are grouped together, they should be 

understood in cognate sense i.e. they are interpreted 

to take their colour from each other and are given a 

similar or related meaning. 
Thus, in the present context, by applying the Rule of  

Noscitur A Sociis, services which are similar in nature 

to four specific services [services in relation to for 

repair, reconditioning, restoration or decoration] will 

also attract service tax.
 (D)Kinds of  Motor Vehicles Included and Excluded 
In order to truly appreciate the kinds of  motor vehicles 

IN-DEPTH ANAYLYSIS OF VARIOUS AMENDMENTS MADE IN 
AUTHORISED SERVICE STATION'S SERVICES BY FINANCE ACT, 2011 

CA. Ashok Batra 
caashokbatra@gmail.com

Relevant Source Meaning of term “Decoration”

Beautification, Adornment, Embellishment Oxford Advanced 
Learners' Dictionary 
[6th Dictionary]

Decorations are features that are added 
to something in order to make it look 
more attractive.

Collins CoBuild Dictionary 
[6th Edition]

1 the act of  decorating 
2 anything used for decorating; ornament 

Webster Dictionary

Point of Distinction 
Substituted Sub-Clause(zo) with effect 

from 01.05.2011 
Erstwhile Sub-Clause (zo) prevailing  from 

16.05.2008 to 30.04.2011 

Types of  Motor Vehicles 
Included

Any Motor Vehicles [barring two specified kinds of  vehicles 
mentioned against the next point of  distinction ] In simple 
words, all kinds of  motor vehicles excepting two specified 
types  have been brought within the sphere of  taxable 
services under this category of  services.

Motor Cars, Light Motor Vehicles or Two Wheeled Motor 
Vehicles. In other words, only three specified kinds of 
vehicles were included. According to Section 65(72) 
'Motor Car' has the meaning assigned to it in section 
2(26) of Motor Vehicle Act, 1988. And, as per 
foregoing section 2(26) 'Motor Car' means any motor 
vehicle other than a transport vehicle, omnibus, 
road-roller, tractor, motor-cycle or invalid carriage. 
Therefore, in simple words, the term 'Motor Car' includes 
Cars, Jeeps or Vans. According to Section 65(62) 
'Light Motor Vehicle' means any motor vehicle 
constructed or adapted to carry more than six 
passengers, but not more than twelve passengers, 
excluding the driver.

Kinds of  Motor Vehicles
Excluded 

(a)Three-wheeler Scooter Auto Rickshaw.
(b)Motor-Vehicles meant for goods carriage. 
To put it simply, all commercial motor-vehicles [such as
Normal-Size Trucks, Tata-407 Brand Small Trucks etc.] 
which are engaged in the business of  carrying of  goods 
have been specifically excluded.

Any vehicle other than three specified above i.e. 
Motor Cars, Light Motor Vehicles or Two Wheeled Motor
 Vehicles






















