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About the Notes

1. These notes are prepared strictly according to the requirements of CA- IPCC students, and are complete in itself for the purpose of examination.  However, I do not claim these notes as a substitute of ICAI’s study material.
2. An attempt is made with a view to enable students understand the Service Tax Laws easily with least efforts.  Time is precious for the student community and the language of Law is usually beyond one’s comprehension.  
3. Unlike the other notes/books available on the subject, these notes explains Act, Rules etc. sequentially in points, diagrams, callouts & examplesso that students get ready material to understand and grasp the topic.
4. After each topic, Author’s note requires the students to attempt the practical problems which are asked in past examinations.  The students must understand that mere reading of Law will not help them to score marks; they need to more focus on practical questions.  Therefore attempt all the questions and try to practice them.
5. The presentation given in these notes are ideal for examination.  It is advisable to students to follow same presentation in examination to score good marks.







6. Students are advised to read the provision and then attempt practical questions relating to it.  Please do not attempt the questions by mere reading the questions and its answer.  Students should devote more time in practicing to answer questions by using pen and paper.
7. All the efforts are done to include issues which are asked in past examinations.
8. Suggestions to improve the notes are welcome.  Students may call me from 10:00AM to 1:00 PM to ask queries at +91-9582385355 or raminder2d1978@gmail.com







Must Read 



How to Prepare for Examination
“How to Prepare for Examination” is a billion dollar question.  By my teaching experience I have tried to jot down the points relating to this problematic area.
1. Read the notes very carefully and try to understand the underlying concept.  Believe me, interpretation of law is what an idea man in ideal scenario thinks.
2. After understanding the provisions, try to recall what you read in your mind at least 3 times & then attempt the practical questions.
3. Attempting practical question is a “MUST” and without attempting it you will not be able to write anything in exams.
4. The examiner will decide your fate in 3 to 5 minutes after reading the answers.  “You have to create examiner’s interest in reading your answer book”.“If you are not interested to answer the question in clear and precise manner, then copy checker is the last person to be interested in you answer book”.
5. Always break down your answer in points and underline the main points in the answer.
6. Wherever possible, you should give answer in points or in diagrammatic manner.
7. Try to practice the questions, as you practice for subjects like Accounts or Costing.  Most of the students read the provisions and answer by just auditing them.  Auditing the answer is not sufficient, you have to practice the presentation of the answer by using pen and note book.  Remember there are no short cuts and there is no substitute of hard work.








8. Presentation:
a) You have to write the answer in the same manner as the question is asked.  For instance, if the question asks “Whether following statement is correct?” then you have to write:
“Correct or Incorrect”
Then explain the Legal provision to support your answer.
If the question ask “Advice”
Then first of all give your Advice and then explain the Legal Provision to support your advice.
b) For questions like Computation of Value of Taxable Services & Service Tax, you have to explain each and every point in “working notes” to score full marks.
9. Write Sections or Notification No. in the exams only when you are 100% sure.  If your write wrong Section No. or Notification No. and your provision is correct, you will be awarded with “Zero Marks”
10. Write your answer in examination answer book by leaving a line; this will enable the checker to read you answer.  If a student struggle with bad hand writing, this is a very good technique.  Remember again, “You have to create examiner’s interest in your answer book”
11. Last but not the least “Stay Confident” about your answer; never compare your answer with anyone outside the examination hall as there can be different alternatives which examiner provides in answer guidelines.  So you answers will be evaluated based on your understanding and interpretation.




Service Tax (Finance Act 1994)

Basics of Service Tax

1. Service Tax is an Indirect Tax levied by the Central Government.
Note: Indirect Taxes collected from ultimate consumer and paid to government
2. No special act was made for Service Tax.  Finance Act 1994 (Budget 94) was used for charging service tax.
Note: Like for Income Tax we have Income Tax Act 1961, for Wealth Tax we have Wealth Tax Act 1957, for companies we have Companies Act 2013.  But not special act was made by the Central Government as yet.  Service Tax was introduced in Budget 1994 and still it is governed by Finance Act 1994.
3. No separate department was created to administer the work of Service Tax.  CBEC (Central Board of Excise and Customs) is given the work of Service Tax.
4. Service Tax was first imposed on Telephones, Non-life Insurance and Stock Brokers @ 5%.
5. Currently General Rate of Service Tax is 12.36% (i.e. 12% on Value of Taxable Services + Education Cess @2% + Secondary and Higher Education Cess @1%)
6. Service Tax is levied on all service except services specified in Negative List. In the year 2012 a negative list is issued of services which are not taxable.  This approach to levy service tax is known as Comprehensive Approach.









7. To determine whether a service is liable for Service Tax, following things needs to be analyzed.
i) Whether it is a Service?  Apply Section 65B(44).
ii) Whether it is covered by the Negative List or exemption notification?  Apply Rules of Classification.
iii) Value of Taxable Service?  Apply Valuation Rules.
8. Generally, the Service Provider collects and remits the tax to Central Government.  However, in certain cases the Service Recipient (Reverse Charge) is liable to pay tax.
9. Small Service Providers (SSP) providing taxable services of value of up to 10Lakhs only are exempted from collection and payment of Service Tax.
10. Collection of Service Tax is governed by the Point of Taxation Rules 2011.
Note: By using Point of Taxation Rules 2011, Date of providing the service is determined
11. The concept of Self-Assessment is there in Service Tax.  This means assesse himself assess tax and deposit with department by filling challan.
12. Provisions have been made for Self-Assessment, Rectification, Revisions, Appeals, Penalties, Registration of persons liable to pay tax etc.







Statutes Governing Service Tax
(Author’s note: To understand Service Tax we need to study following Laws, Rules, Notifications and Circulars.   They are collectively called Statutes.  A question was asked in exams regarding the “Statutes Governing Service Tax”




	S.No.
	Statute
	Purpose
	Creator/Issuer

	1
	Finance Act 1994
	Levying of Service Tax
	Parliament

	2
	Service Tax Rules 1994
	Implementation of Act
	CG

	3
	Service Tax (Determination of Value) Rules 2006
	Determination of Value of Services
	CG

	4
	Point of Taxation Rules 2011
	Determination of DATE on which service is provided
	CG

	5
	Circulars on Service Tax
	Explain and Clarify the provisions of Service Tax
	CEBC

	6
	Notifications
	Declaration of the date of enforceability of Service Tax provisions
	CG



Section 64 of Finance Act 1994 (As amended by Finance Act, 2013): Extent, Commencement and Application



· Chapter V extends to whole of Indiaexcept the State of Jammu and Kashmir.  Article 370 of the Constitution of India provides that, “The concurrence (Consent) of state of Jammu & Kashmir is required before applying any law in J&K”.  Till date concurrence of the State J&K assembly has not been obtained. 
· Section 65B: India is up to 200 Nautical Miles (i.e. Exclusive Economic Zone) from the land. 






Crux in Simple words: 
· If the services are consumed in J&K, then no Service Tax will be levied.  
· If the services are consumed outside India, then no Service Tax will be levied.
· Service tax is a DESTINATION BASED CONSUMPTION TAX.  This means that tax shall be payable only if service tax is imposed at the place where the service is used.

Example: Mr. Ram of Delhi provided service to Mr. Raj of J&K.  The service was provided and used in J&K.  No service tax shall be payable in such case.
Examination Problems for Practice: Now, Kindly do Question 1 to 4, before proceeding further.





Section 65B (44): Meaning of Service



“Service” means
i) Any activity carried out by a person for another

Notes:
a) Employer and Employee shall be treated as one person.  Therefore if employee is giving any service to employer then it shall not be taxable
b) An unincorporated association and a member thereof shall be treated as different persons.  Therefore if a club, society, firm etc is giving services to it members then it shall be taxable.





ii) For consideration
Notes:
a) Services provided free then it shall not be taxable
b) Consideration may be Monetary, Non-Monetary or Deferred Consideration.  E.g. Asset given on leasing and the consideration is received in installments.

iii) Includes a declared service
Notes:
a) This list covers those services where there was doubt whether they shall be treated as service or not.  All these doubts are removed by provided a list.
b) Example of some declared services:  

Renting of immovable property
Construction of complex, building, civil structure
User of Intellectual Property Rights (eg Royalty received by the author of a book for letting the publisher to use his copyright for the book)

The importance of declared services is no more now, since the introduction of negative list, but the same has not been deleted from the definition of “Service”.  For practical purposes, declared service has no relevance, but we will remember it as a part of definition.





iv) But shall not include

a) Transfer of immovable property or goods
b) A transaction in money or actionable claim (For Conversion of Rs 1000 note into 100 notes of Rs 10 each)
c) Provision of service in course of employment.
d) Fees taken in any Court or Tribunal established under any law for the time being in force.




Examination Problems for Practice: Now, Kindly do Question 5 to 7, before proceeding further.



Section 66D: Negative List

Ll



1. Advertisement:

	Covered in Negative list
	Not Covered in Negative List

	a) Advertisement in print media
b) Advertisement in public places, buildings, vehicles, cell phones, ATMs, internet
c) Aerial advertising
	Advertisement on radio or television






2. Bridges:

	Covered in Negative list
	Not Covered in Negative List

	Access to a road/bridge on payment of toll charges
	Service provided by any agency for collecting such toll charges















3. Cabs:

	Covered in Negative list
	Not Covered in Negative List

	Service of transportation of passengers by: 
a) A stage carriage
b) Railways in a non AC-IInd class and lower
c) Metro, monorail or tramway
d) Inland waterways
e) Public transport in a vessel (ship, boat) not for touring
f) Metered cabs or auto rickshaws.
	
a) By railways in a:

i) Ist class in Non AC
ii) Any class in Air-conditioned coach.
b) Tourism purpose in a vessel
c) Non-metered cabs in which up to 6 passengers can travel.



4. Diplomatic mission:

	Covered in Negative list
	Not Covered in Negative List

	Service by a foreign diplomatic mission located in India: 

For eg: To represent home country in host country and promote friendly relations.
	



5. Electricity:

	Covered in Negative list
	Not Covered in Negative List

	Transmission or distribution of electricity:
By an Electricity Transmission or Distribution organization

	a) Installation of generator sets etc. By private contractors for distribution of electricity.
b) Charges collected by a developer or a housing society for distribution of electricity within a complex








6. Funeral:
	Covered in Negative list
	Not Covered in Negative List

	a) Funeral, burial, crematorium or mortuary services
b) Transportation of the deceased by any mode of transportation.

	



7. Goods Transportation:
	Covered in Negative list
	Not Covered in Negative List

	Transportation of goods:
a) By road where consignment note is not issued, or
b) By an aircraft or a vessel from outside India to India, or
c) By inland waterways

	Services by way of transportation of goods consignment note is issued.



8. House Residential:

	Covered in Negative list
	Not Covered in Negative List

	Renting of residential building for use as residence.

	Commercial buildings, hotels and guest houses.













9. Interest:

	Covered in Negative list
	Not Covered in Negative List

	a) Interest on deposits, loans or advances
b) Sale or purchase of foreign currency between:
i) Banks,
ii) Authorized dealers, and 
iii) Banks and such dealers


	Service fee and processing charges related to money borrowed.



10. Jhule (rides):

	Covered in Negative list
	Not Covered in Negative List

	Facility where fun (amusement) or recreation is provided by means of rides (jhule), gaming devices or bowling alleys, water parks.

	Restaurant and accommodation facilities.















11. Kethi (agriculture): “Agriculture” means the cultivation of plants and rearing of all life-forms of animals, except the rearing of horses

	Covered in Negative list
	Not Covered in Negative List

	a) Agricultural operations.
b) Supply of farm labor
c) Processes carried out at an agricultural farm to make it marketable.
d) Renting of agro machinery.
e) Loading, unloading, packing storage or warehousing of agricultural produce.
f) Agricultural extension services (application of scientific knowledge of agricultural through farmer education or training)
g) Services by agent for sale or purchase of agricultural produce.
	Services by way of transportation of goods consignment note is issued.



12. Lottery
	Covered in Negative list
	Not Covered in Negative List

	Betting, gambling or lottery
	Services for organization betting or gambling



13.Manufacture

	Covered in Negative list
	Not Covered in Negative List

	Any process amounting to manufacture of goods
	If excise duty not payable.









14 Qualification
	Covered in Negative list
	Not Covered in Negative List

	Services by way of:
a) Pre-school education and education up to higher secondary school;
b) Education for obtaining a qualification recognized by any law;
c) Approved vocational education course
Note: Exemption is not granted to all types of institutes.  Exemption is granted only to industrial training institute (ITI) or Industrial Training Centre approved by National/ State council for Vocational Training
	



15 RBI
	Covered in Negative list
	Not Covered in Negative List

	All services provided by RBI
	All services provided to RBI


16 
17 Sarkar (Government)
	Covered in Negative list
	Not Covered in Negative List

	Any service provided by govt. or local authority.

	a) Speed post, express parcel, life insurance services by Department of Posts.
b) Services related to an aircraft or a vessel, inside or outside the area of a port or an airport
c) Services as agents (Support Services)








18 Trading of goods
	Covered in Negative list
	Not Covered in Negative List

	Trading of Goods
	Commission agents



Examination Problems for Practice: Now, Kindly do Question 8 (15 problems), before proceeding further.




Section 66F: Classification

Students normally remain confused about Section 66F.  Here is an effort to simplify the things.  Just remember the examples; you will be able to write/apply law in exams


[image: http://ts1.mm.bing.net/th?id=HN.608002872071948510&pid=1.7]
General Understanding:
Classification means categorization of a particular service in question under a specific head.  Classification is also known as “Principles of Interpretation of Specified Descriptions of Services”



Why Classification is required:
1. The correctness of Classification determines the taxability or non-taxability of a particular service, since only certain services are covered under –ve list.  With the help of Classification rules, we will be able to determine whether a service is covered in a –ve list or not, since service mentioned in a –ve list are non-taxable.
2. Benefits of exemption available to a particular service may not be available for other service.
3. Abatements are different for different type of services.
Section 66F (Main Part of Section):
1. Services mentioned in the –ve list shall not includeany service which is used for providing that service, unless otherwise specified.

Example: 

Provision of access to any road or bridge on payment of toll is a entry specified in the –ve list.  However, security service of a toll road would be in the nature of service used for providing such specified service and will not be entitled to the benefits of the –ve list entry..

2. The most specific description shall be preferred over a more general description.
Example:
The services provided by a agent in relation to real estate are generally in the nature of “intermediary services” (defined in Service Tax Law) relating to immovable property.  However, the term “Real Estate Agent (also defined in Service Tax Law) is a more specific description of the service than “intermediary services”.





3. Bundled Services (i.e. more than one service is given together):
In case of Bundled Services apply following steps:
Step 1: Apply specific description, if available
Step 2: If services are naturally bundled, then it shall be treated as provision of the single service which gives such bundle its essential character (dominant nature).
Step 3: If services are not naturally bundled, then it shall be treated as provision of the single service which results in higher tax liability.
Example: 
A person provides Pandal & Shamiana as well as Catering Services.  The services will be better described as a Pandal & Shamiana Operator (for which no abatement is prescribed), rather than a person providing Catering Services *for which abatement is prescribed)
Examination Problems for Practice: Now, Kindly do Question 9 relating to Bundled Services, before proceeding further.  Students normally, ignore practical questions for this portion.  This is a grey area and examiner may choose this and provide with a full fledged practical question.  So be prepared.















Section 66B: Charge of Service Tax



1. There shall be levied a tax @ 12% of the value of all services (other than specified in –ve list), “provided or agreed to be provided”in Taxable Territory.
2. Education Cess shall be levied @2%, on the value computed in point 1 above.
3. SHEC @1% shall be levied on the amount of 1 above.
Alternatively, 12.36% may also be applied on the Value of Taxable Services.
Examination Problems for Practice: Now, Kindly do Question 9, before proceeding further.  Q9 will help you to better understand the implication of the words “provided or agreed to be provided”.  This is a “must do” question for the students.

















Section 67: Valuation of Taxable Services




Section 67 (1):
	Situation
	Value of Taxable Services

	Consideration in Money
	Gross Amount Charged by the service provider

	Consideration in Kind
	Market Value of such consideration shall be taxable.  Consideration shall be deemed to be inclusive of service tax.

	Consideration not ascertainable
(Partly money/partly kind)
	a) Value of Similar Service: Gross Amount Charged by the service provider to provide smilar service to any other person in ordinary course of business, where price is the sole consideration.
b) Similar Service not available: Ascertain the Cost of Provision of Service using costing principles and allocation of overheads plus reasonable profit margin i.e.  Cost + Margin basis.



Note: The term Similar does not mean identical, but it means resembling in many respects.  It does not mean same in all respects.






Important





Section 67 (2):
Where the Gross Amount Charged is inclusive of Service Tax Payable, service tax shall be calculated as under:
Service Tax Payable= Gross Amount Charged x 12.36
(Round off )						  112.36



Important Issue relating to TDS:
Whether Service Tax should be charged after deduction of TDS or before that?
· As per Section 67, Service Tax should be charged on “Gross Amount Charged”
· Service Tax should be charged before deducting TDS.  This means that if any TDS is deducted from payment, then first add back the amount of TDS and then compute Service Tax.
Examination Problems for Practice: Now, Kindly do Question 10 to 15, before proceeding further.  These 6 questions are very important from examination point of view.  Again “Must Do” questions.







2 to 3 Times asked in examination






Deduction from Gross Amount Charged- N/N-29/2012
(Valuation of Renting of Immovable Property)

	


· Valuation of Renting of Immovable Property, a deduction of Property Taxes Paidin respect of property is allowed from Gross Amount
· If property taxes are not paid then no deductions shall be allowed
· If late payment of property tax is done then deduction can be taken when it is paid.  Superintendent of central excise shall be intimated within 15 days from the date of taking deduction.
Important Issue: Property Tax paid after payment of Service Tax
Rent from Immovable Property received and property tax not deducted (as not paid).  The Service Tax is then paid.  As a result of this, excess service tax was paid since deduction of property tax was not taken.  Can deduction of Property Tax paid later on be taken when it is paid after payment of Service Tax?

Resolution of Issue:
As per Rule 6 (4C) of Service Tax Rules 1994:
Where any amount in excess of the amount required to be paid towards Service Tax liability has been paid on account of non-availment of property tax deduction, such excess may be adjusted within 1 yearfrom the payment of Property Tax.





Exemptions under Service Tax



Exemption Notification No. 33/2012: Small Service Provider (SSP)
	Conditions:
· This exemption is applicable to Small Service Provider (SSP)
· When Aggregate Value of Taxable Services 			Rs 10 Lakhs
during the preceeding FY					

· To check whether assesse is SSP in Current FY, the Value of Taxable Service to be checked is for Preceding FY.
· For the purpose of calculation of Threshold limit of Rs 10 Lakhs, Aggregate Value of Taxable Service rendered from all the premises shall be taken into consideration.
Quantum of Exemption:
The sum total of first consecutive payments received by Service Provider/Invoices raised up to Rs 10 Lakhs
Note:
In every financial year, receipts of only immediately preceding year are checked i.e., we are not concerned with the taxable services provided in the remaining years and threshold exemption has to be checked every year. 








Exemption Notification No. 25/2012-ST:

Public Authorities constituted under or setup by the Government performing functions which are statutory in nature are not taxable services.
Example: Issuing fitness certificates by RTO is of Statutory in nature and hence not a Taxable Services.
Other Significant Exemptions:
1. Services provided to United Nations or International Organization
2. Services by way of training or coaching in recreational activities relating to arts, culture or sports

Examination Problems for Practice: Now, Kindly do Question 16 to 19, before proceeding further.  













Point of Taxation Rules, 2011
(Applicable from 1-4-2011)




General:
As per existing system, Service Tax was payable on Receipt of Payment in respect of taxable services provided.  But with the introduction of Point of Taxation Rules, 2011, service tax will be paid on accrual basis, except in certain specified cases
[image: http://ts1.mm.bing.net/th?id=HN.608002872071948510&pid=1.7]Accrual Basis means Date of Payment or Date of Invoice/Date of completion (as the case may be) whichever is earlier

Practical Significance of POT Rules 2011:
“Point of Taxation” mean the time when a service shall be “Deemed to have been Provided”.
After finding out the Point of Taxation, we will be able to find out the Due date of Payment of Service Tax.(I.e. date and month of payment.






Step 1: Find out Point of Taxation applying POT Rules 2011.
Step 2: Find out Due Date of Payment of Service Tax.
 Let us see, how to apply this concept


[image: http://ts1.mm.bing.net/th?id=HN.608002872071948510&pid=1.7]Before reading Rule 3 below, let’s read the note:
Author’s Note: A Service Tax Invoice issued beyond  (after) 30 days of completion of service is an Invalid Invoice.





Rule 3 Determination of Point of Taxation (Service treated to be provided when)

If Invoice is not issued in 30 days of completion of service (i.e. Invalid Invoice)

If Invoice is issue in 30 days from completion of service (i.e. Valid Invoice)



Date of Payment
	Or
Date of Invoice
Whichever is earlier

Date of Payment
	Or
Date of Completion
Whichever is earlier











Note: 
1. The limit is 45 days in case of “Banks and Financial Institutions”

2. The word “from” in above diagram should be read as “after”.  Therefore, date of completion of service shall be excluded for computation of 30 days.


3. If any advance is received before the work/Invoice, then Date of receipt of advance shall be taken as Point of Taxation.

Rule 4: Change in Effective Rate of Tax (ERT)

Situation I: Taxable Service is provided before Change in ERT
	Situation
	Deemed Date of Provision of Service

	a) Invoice issued before change but payment received after change
	Date of Issue of Invoice

	b) Invoice issued after change but payment received before change
	Date of Payment

	c) Both Invoice and Payment is received after change
	Date of Invoice 

Or

Date of Payment

Whichever is earlier











Situation II: Taxable Service is provided after the Change in ERT
	Situation
	Deemed Date of Provision of Service

	a) Invoice issued before change but payment received after change
	Date of Payment

	b) Invoice issued after change but payment received before change
	Date of Issue of Invoice

	c) Both Invoice and Payment is received before change
	Date of Invoice 

Or

Date of Payment

Whichever is earlier



Rule 5: Taxability of New Service (Brought to tax net for the first time)

	Situation
	Taxability

	a) Both Invoice Issued and Payment was received, before becoming taxable
	No Tax Payable

	b) Payment was received before becoming taxable and invoice issued in 14 days of the date when service is taxed for the first time
	No Tax Payable



Note: Any other type of situation as discussed in Rule 5, Service Tax shall be payable.








Rule 2A: Date of Payment (For Rule 4 & 5)
	Situation
	Date of Payment

	a) If cheque is credited in bank within 4 working days from the date of entry in books
	Date of Entry in Books of Accounts

	b) If cheque is credited in bank after 4 working days from the date of entry in books
	Date of credit in the Bank Account                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 



Payment of Service Tax
Rule 6 of Service Tax Rules, 1994




	Due Date of Payment
	The Service Tax shall be paid, in case of:

          Others
Individual s or Partnership Firms



5th of month following the Calendar month
5th of month following the Quarter






But the Service Tax on the service deemed to be provided during March, or the quarter ending in March, shall be paid by the 31st March
Note: 6th, if PAID ELECTRONICALLY in both the cases

	


	

	Challan for Payment
(GAR-7 Challan)
	Duly filled GAR-7 Challan to be deposited only into the Designated Bank Branches

	
	

	Mode of Payment
	
Payment in Cash
Payment in Cheque


Date of payment is the date on which cash is tendered to the Designated Bank
· Cheque should be deposited into bank on or before the due date
· If cheque is realized after the due date, payment will be deemed to have been made before the due date.
· If the cheque is dishonoured, it will be deemed that Service Tax was never paid.













	






	

	Cash Payment Facility-
 Individuals and Partnership Firms
	In case of Individuals and Partnership firms:
· Whose total taxable services provided during the previous year is up to 50 Lakhs
· Shall have the option
· To pay tax on cash basis
· On the taxable services provided or agreed to be provided up to 50 Lakhs.  

	Payment of Excess Tax on his own
[Rule 6(1A)]
(Advance Service Tax)
	Every person liable to pay service tax, may, on his own
· Pay service tax in advance to the credit of CG and 
· Adjust the amount so paid against the service tax of subsequent period.
Assesse shall
a) Intimate the amount deposited to the Supdtt within 15 days from the date of payment
b) Indicate the details of advance payment and adjustment in the subsequent return.

	Adjustment of tax paid but amount Refunded/Changed
[Rule 6(3)]
	1. Refund of Payment:
Assesse has received any payment for service to be provided
· Which is not provided wholly or partially for any reason
· And the assesse has refunded the payment
The assesse may take the credit of the excess service tax so paid.
2. Invoice amount Changed:
Where the assesse has issued an invoice and 
· The amount of invoice is RENEGOTIATED (due to change in terms of contract. Eg. Special discounts) and
· The assesse has issued a CREDIT NOTE. 
The assesse may take the credit of the excess Service Tax so paid.

	


	

	Provisional Assessment (PA)
	
	Circumstance
	When 

· at the date of deposit of Service Tax
· assesse is unable to correctly estimate, the actual amount of ST for any month or quarter.

	Conditions
	a) Request to jurisdictional AC/DC for making PA
b) Reason should be mentioned in the Request so made.
c) AC/DC after considering the Request shall specify the Value to be considered for PA

	Filing of Memorandum
	Assesse opting for PA has to file a memorandum in Form ST-3A along with Half Yearly return (Form ST-3)

	
Final 

Assessment

	
AC/DC shall make Final Assessment Order within 6 months from the date of communication of PA.




	











	

	Mandatory E-payment
(EASIEST  Scheme)
	The system is called “Electronic Accounting System in Central Excise and Service Tax (EASIEST)”
This applies mandatorily only to those assesses who have paid Service Tax of Rs 10 Lakhs or more during the preceding financial year.
E- Payment

Multiple Premises
Single Premises


Aggregate ST Liability ≥ 10 Lakhs in Previous Financial Year

Aggregate ST Liability ≥ 10 Lakhs for each Independent Reg.
Aggregate ST Liability ≥ 10 Lakhs for Centralized Reg.





	








	

	Special Provisions
a) Concessional Rate of Tax
b) Composition Scheme
	
Concessional Rate of Tax:
1. Life Insurance Business:
An insurer carrying on Life Insurance Business shall have following two options instead of paying tax at the rate specified in Section 66B.
a) Option I: Service Tax can be paid on:
Gross Premium Changed
Less: Amount allocated for investment/savings on behalf of the policy holder







Provided the allocated amount is intimated to the policy holder.

b) Option II: In other cases, ST shall be:
First Year: 3% of the Gross Premium Charged
Second & Subsequent Years: 1.5% of Gross Premium Charged.











2. Transport of Passenger by Air (Economy Class):


International  Journey
Domestic Journey




a) Rs 150 per Journey                     a) Rs 750 per Journey
                    OR                                                       OR
b) 10% of Gross Value of                 b) 10% of Gross Value Ticket                                     Value of Ticket
Whichever is lower                    Whichever is lower











3. Forex Brokers and Dealers:
[image: ]
	Gross Amount of Currency Exchanged
	Rate applied on Gross Amount Charged (GAC)

	Upto 1Lakhs
	0.012% of GAC (Minimum: Rs 30)

	1laks to 10 Lakhs
	Rs 120 + (0.06% of GAC minus 1lakhs

	More than 10 Lakhs


	Rs 660 + (0.012% of GAC minus 10 Lakhs minus Rs 6000



Composition Scheme for Selling Agent of Lottery:
[image: ]
	Situation
	Service Tax Liability

	Guaranteed Prize payout > 80%
	Rs. 7000 on every Rs 10 Lakhs ( or part of Rs 10 Lakhs) of aggregate face value of lottery tickets printed by the organizing State for a draw.

	Guaranteed Prize Payout is <= 80%
	Rs 11000 on every Rs 10 Lakh ( or part of Rs 10 Lakh) of aggregate face value of lottery tickets printed by the organizing State for a draw.



Examination Problems for Practice: Now, Kindly do Question 20to 30, before proceeding further.  







Service Tax Payment & Collection situations



				Delayed (late) Payment [Section 75]
				
Non-Payment of Service Tax [Section 76]

				Excess collection of Service Tax [Section 73A/73B]

Delayed (late) Payment of Service Tax [Section 75]:
If payment is made after due date, interest has to be paid u/s75 on
· Amount of Service Tax liable to be paid
· For the period for which such amount of Service Tax or part thereof is delayed.
CG shall fix the Rate of Interest not less than 10%, but not more than 36%. 




At present Rate of Interest is 18%.
The present Rate of Interest @ 18% shall be reduced to 15%, if the value of Taxable Service provided during the current year or in the preceding financial year does not exceed 60 lakhs.
Present Rate of Interest= 18%





[image: ]Reduced Rate of Interest= 18%
Condition:
Value of Taxable services ≤ 60 Lakhs
(Current/Preceding Year)










Non-Payment of Service Tax [Section 76]:
	Penalty of Rs 100 for every day 
	                Or	Maximum up to 50%    of ST liable to be paid
                              1% per month of Service Tax
		Whichever is higher

Note: No penalty shall be imposed, if assesse proves that there was a reasonable cause for such failure.

Excess Collection of Service Tax [Section 73A]:
Assesse who has collected an amount in excess of the amount required to be collected, should deposit such amount with the Government.
Where excess amount has been collected from the recipient of services, the person liable shall pay the excess amount together with interest @ 18% [Section 73B]

Examination Problems for Practice: Now, Kindly do Question 31& 32, before proceeding further.  












Registration under Service Tax
Section 69 of Finance Act 1994 & Rule 4 of Service Tax Rules, 1994



	Requirement
	Every person liable for paying Service Tax


	How to apply
	Application in Form ST-1 to Suptd of Central Excise


	Time Limit
	
Within 30 days from the date when receipts exceed Rs 9 Lakhs
Important Note:
Service Tax has to be deposited only after crossing Threshold Exemption Limit of 10 Lakhs, but Application for Service Tax Registrationhas to be made after crossing the limit of 9 lakhs.

[image: http://ts1.mm.bing.net/th?id=HN.608002872071948510&pid=1.7]









	Documents Required
	Following documents are required to be attached with ST-1 Form:

1. Copy of PAN
2. Proof of Address (eg. Rent Agreement)
3. ID proof of Service Provider like Election Card
4. Copy of MOM, AOA & particulars of Directors
5. In case of partnership firm, copy of Partnership Deed and particulars of partners.

	






	

	Multiple Taxable Services
	Single application is required

	Multiple Premises
	

Meaning of Centralized Billing/Accounting System:
When services are provided from different places of the service provider but all the bills/receipts are maintained at one place.  This is known as Centralized Billing/Accounting System.

Meaning of De-Centralized Billing/Accounting System:
When services are provided from different places and the bills/receipts are maintained at respective places.  This is known as De-Centralized Billing/Accounting System.


	Registration Certificate in ST-2 Form
	The Jurisdictional Supttd shall:

· After verification of the application (ST-1), grant a Registration Certificate in Form ST-2, within 7 days from receipt of ST-1 application form.

If the Registration Certificate is not granted within the said period, the registration applied for shall be deemed to have been granted.

	





	

	Transfer of Business
	The transferee shall obtain a fresh certificate of registration

	Provision of Taxable Service Ceased
	A registered assesse, who ceases to provide the taxable service for which he is registered, shall Surrender his registration certificate immediately to the Supttd of central excise.

After the surrender, the Registration Certificate shall be cancelled.  Before cancellation, Supttd shall ensure that the assesse has paid all Service Tax dues to the CG.


Examination Problems for Practice: Now, Kindly do Question 33to 36, before proceeding further.  




Service Tax Code (STC)





General:
STC is a 15 digit alphanumeric code obtained by Service Provider from Jurisdictional Supptd of Central Excise by making an application.
STC will be allotted within 3 working days from the date of application.  However, it can be obtained immediately using online facility, on acceptance of ST-1 form.
Combination of STC:
	Digits
	Particulars

	First 10 Digits
	Permanent Account Number (PAN)

	Next 2 Digits
	Alpha Code: ST

	Next 3 Digits
	Premises Code: Eg: 001






Use/Benefits of STC:
· Mandatory quoting of STC on all documents (like Invoice, Returns, Challans) of Service Tax
· STC can be used (in Invoices, Returns, and Challans) in case Registration Certificate is not issued within 7 days.  But intimation to this fact to department is necessary.
Examination Problems for Practice: Now, Kindly do Question 39, before proceeding further.  



Service Tax Returns
Section 70 of Finance Act 1994 + Rule 7 & 7B of Service Tax Rules 1994





Every person liable to pay Service Tax, shall
· Himself assess (i.e. Self-Assessment) the tax due on services provided by him and
· Furnish a Return in Form No. ST-3 (3 copies)
· By 25th day of the end of the Half Year (i.e. Frequency of Return: Half Yearly)
Therefore, for 1st April to 30th Sept the due date= 25th Oct
&   1st Oct to 31st Mar the due date = 25th Apr




Contents of Return:
a) Total amount of Taxable Services
b) Amount billed for exempted services 
c) Amount received in advance
d) Exemption Notification, if any
e) Credit details of service tax provider/receiver
f) Ecess& SHEC payable
g) GAR-7 challan date and number
h) Service Tax Payable
E-Filing of Service Tax Return [N/N: 43/2011]
W.e.f from 01.10.2011, all assesses have to file returns electronically.
Revised Return [Rule 7B]:
a) Time Limit: Within 90 days from the date of filing the Original Return
b) Reason: To rectify mistakes or omissions in the Original Return
Note: Even if assesse files Belated Return, it can still be revised.
Author’s Notes:
1. Students should understand difference between Payment of Tax (GAR-7 Challan) and Furnishing of Return (Form ST-3).  Deposit of Tax means giving cash to govt. while furnishing of return means giving summary of transactions of a particular period to CBEC.  Officers of CBEC shall analyze the transaction mentioned in the Return, and on the basis of such analysis then evaluate the correctness of the Payment of Tax.
2. NN 43/2011: Service Tax Half Yearly return to be submitted electronically.
3. No documents are required to be filed along with E-filing
4. Unlike Income tax returns, there is no need to file a hard copy of Service Tax return after E-filing of such return













Examination Problems for Practice: Now, Kindly do Question 37& 38, before proceeding further.  





Service Tax Return Preparer
Section 71
Kkk






1. The Board may frame a scheme enabling specified persons to prepare and furnish a return under section 70 through an authorized Service Tax Return Preparer.

2. Scheme framed shall specify the manner in which the Service Tax Return Preparer shall assist the persons furnishing the return of Service Tax.


3. The scheme may provide for the following:

· Educational and other qualification, training and other conditions required to be fulfilled
· Code of Conduct (Professional Behavior)
· Duties and Obligations
· Circumstances under which the authorization to act as Service Tax Return Preparer may be withdrawn.

Examination Problems for Practice: Now, Kindly do Question 39, before proceeding further.  



	



Books and Records
Rule 5 of Service Tax Rules, 1994







1. Service Tax Law does not require any specific records to be maintained by the Assesse.

2. Reasonable records should be maintained so as to facilitate:
a) Proper valuation of taxable services
b) Collection of billed amount from the Service Receivers
c) Payment of Service Tax

3. All the records should be preserved for at-least 5 years after the financial year to which the records pertain.

Examination Problems for Practice: Now, Kindly do Question 40, before proceeding further.  












Role of Chartered Accountant in Service Tax Administration







1. Compliance of
· Registration
· Payment of Tax
· Returns and Assessment

2. Representations before
· Service Tax Assessment Authorities
· Commissioner (Appeals) & Tribunals

3. Advisory Services relating to Service Tax 

4. Continuous Updationin respect of various Service Tax Notification















Penalties under Service Tax





Author’s Note: Penalties are given under the separate section with the reason to provide the students with ready material to memorize the provisions relating to penalties.  Penalties are very important from examination point of view and should not be taken lightly.




Penalty for Delay in Filing of Service Tax Return [Section 70 & Rule 7C]:
	Period of Delay from last day of due date of furnishing return
	Amount of Penalty

	15 days
	Rs. 500

	Beyond 15 days and within 30 days
	Rs. 1000

	Beyond 30 days
	
Rs 1000 + Rs 100 for each day

Or                                               Least

Rs 20000

















Non-Payment of Service Tax [Section 76]:
	Penalty of Rs 100 for every day 
	                Or	Maximum up to 50%    of ST liable to be paid
                              1% per month of Service Tax
		Whichever is higher
Note: No penalty shall be imposed, if assesse proves that there was a reasonable cause for such failure.

Penalty relating to Books & Records to be maintained under Rule 5 of STR 1994:
As per Section 77, penalty shall be leviable upto Rs 10,000 in the case of following persons:
a) Person who issues Invoice with incorrect/incomplete details, or
b) Fails to account for any Invoice in his books.











Examination Problems for Practice

Q1. Service Tax is Destination Based Consumption Tax. Explain
Ans.
· Service Tax is “Destination Based Consumption Tax”.  This means that tax shall be payable only if service tax is imposed at the place where the service is used.

· Service Tax is applicable all over India except the state of J&K.  This means that if services are used in J&K or outside India then it shall not be taxable. Therefore, if Services are consumed (Used) in J&K or outside India, the Service Tax shall not apply.
· Example: Mr. Ram of Delhi provided service to Mr. Raj of J&K.  The service was provided and used in J&K.  No service tax shall be payable in such case

Q2. Reliance Ltd. Is a company which provides telecommunication services under the name of Reliance Telecommunications.  The company’s registered office is at Delhi.  MrFarvez is a resident of Kashmir (Baramulla) and is a subscriber of the mobile connection of Reliance.
Advice whether the Reliance Ltd should charge Service Tax from Mr. A?
Ans.
Advice:
No, Reliance Ltd can’t charge service tax from Mr. Farvez
Legal Position:
Section 64 provides that the provisions of Service Tax shall apply to whole of India except to the services provided in the state of Jammu and Kashmir.  Service Tax is a Destination Based Consumption Tax, therefore if any services are consumed in J&K then it shall not be taxable.
Q3. State with reasons whether the following statements are correct or incorrect under the Service Tax provisions:						[May 2013- Part question]
1. M/s SR Brothers having office in Jammu, provide the services to M/s QR Ltd. In Patna.  These services are not liable to service tax
2. Jaipur Branch of ABC Ltd. Provides services to Baroda Branch of ABC LTD.  These services are not liable to service tax.
Ans.
1. The Statement is incorrect.Section 64 of Finance Act 1994, Chapter V extends to whole of Indiaexcept the State of Jammu and Kashmir.  This means that Service Tax shall apply, if services are consumed outside J&K/Outside India.

In the given case the service are consumed by M/s QR Ltd in Patna.  Therefore, Service Tax shall be applicable.  No matter that service are provided from J&K.

2. The Statement is correct.  Section 64 of Finance Act 1994, Chapter V extends to whole of Indiaexcept the State of Jammu and Kashmir.  This means that Service Tax shall apply, if services are consumed outside J&K/Outside India.

In the given case the service are consumed by Baroda Branch of ABC Ltd.  Therefore, Service Tax shall be applicable.
Q4. Provide brief answer to the following questions on Service Tax: [May-2010- Part question]
Is Service Tax payable in respect of services provided in the Indian Territorial Waters?







Ans.
Yes, Service Tax shall be payable in respect of services provided in Indian Territorial Waters.
· Section 64 of Finance Act 1994, Chapter V extends to whole of India except the    State of Jammu and Kashmir

· Further as per Section 65B: India is up to 200 Nautical Miles (i.e. Exclusive Economic Zone) from the land. 

Q5. An association is going to be incorporated on Jan 1, 2014.  Prior to Jan 1, 2014, it has provided services to its members (total bills raised: Rs 17, 40000).  Will it be liable to Service Tax in respect of bills raised during April 1, 2013 and December 31, 2013?
Ans.
Any services provided by an unincorporated association/body to its member for cash, deferred payment or any other valuable considerations is liable to Service Tax. Consequently, Rs. 17,40,000 will be subject to service tax @12.36%.
Q6. Mr. Vasudevan has rendered freely, s service to a client which is taxable, but has not charged or received any fee from the client.  Is Service Tax payable on such free service?						         [May- 2008- 3 Marks]
Ans.
No, Service Tax shall not be payable on such free service.
Legal Position:
Section 65B (44) defines Service to mean,\
a) Any activity carried out by one person for another
b) For Consideration
c) ……………….
Therefore, Service rendered free of charge is not liable to Service Tax.




Q7. Discuss Service Tax liability in following cases with reasons:
1. Mr. A an IT professional, employee of B Ltd.  He has sought your opinion that whether he is liable to pay service tax on service provided to B Ltd.
2. Is Service Tax leviable on fee collected by Public authorities while performing statutory functions under the provisions of law? [May 2010 – 2 Marks]
3. Services rendered by a sub-contractor.
4. Services rendered to associated enterprise.
Ans.
1. Advise: 
Mr. A is not liable to charge Service Tax

Reason:
· Section 65B (44) defines Service to mean,
· Any activity carried out by one person for another
· For Consideration
· ……………….

· Employer and Employee shall be treated as one person for the purpose of Service Tax.  Employee work on the behalf of employer and employer will charge service tax when he provides service to the client.

2. No Service Tax shall be leviable on fee collected by public authorities while performing statutory functionsunder the provisions of law. [CBEC Circular]

Example: Fee charged by Court or Tribunal.
3. Yes, Services rendered by sub-contractor are liable to Service Tax.

Reason: 
A sub-contractor is essentially a Taxable Service Provider.  He is not employee of contractor.







4. Yes, Service rendered to associated enterprise shall be liable to Service Tax.
Reason:
· Associated enterprise mean when two organizations have some dealings, connection with each other.
          Further,
· Section 65B (44) defines Service to mean,
· Any activity carried out by one person for another
· For Consideration
· ………………. 
Q8. Discuss whether the following services are chargeable to service tax:
1. Job work on which excise duty is not payable as there is no “manufacture” involved in it.
2. Job work on which excise duty is payable by principal manufacturer (however, manufacturer has not paid any excise duty till date).
3. Sale of time slot by Zee TV.
4. Sale of time for broadcasting on Radio Mirchi.
5. Service charges for aerial advertising collected by X Ltd.  Total amount collected is Rs. 12.5 Lakh during the financial year 2013-14.
6. Manufacture of excisable goods.  Excise duty has been reduced to nil by the Government by issue of a notification.
7. Collections from a standalone ride set up in “World of Wonders” in Noida.
8. ALtd is a commission agent.  It provides services for sale or purchase of agricultural produce in Agra.
9. Charges recovered from passengers by Delhi Metro.
10. Collection from running a school up to 10th Std.
11. Fees charged by IIT Delhi from different companies for campus recruitment.
12. A Ltd has constructed Delhi-Panipat-Ambala express Highway under Public Private Partnership Agreement with the Haryana Government.  After construction ALtd has been authorized to collect toll charges for providing access to newly developed 8 lane highway.  ALtd has given the job of toll collection on its behalf to B Ltd (commission being 10% of toll collection).  Whether toll collected by A Ltdand commission received by B Ltd is subject to Service Tax.




13. Service by way of transmission/ distribution of electricity by BSES.
14. Rent of residential property let out for commercial purpose.
15. Transportation of goods by inland waterways
16. Postal Services for Registered Post.
Ans.
1. Since excise duty is not levied, it is chargeable to Service Tax.  It is not covered by negative list or Mega exemption.
2. If job work is subject to excise duty (whether excise duty is paid or not), it is covered by the negative list.  It is not chargeable to tax.
3. Time slot by a telecasting channel is not in the negative list and therefore chargeable to tax.
4. Sale of space or time for advertisement to be broadcast on radio or TV, is not in negative list and chargeable to Service Tax.
5. Aerial advertising is a negative list item.  Amount collected by X Ltd is, therefore not chargeable to Service Tax
6. Manufacture of excisable goods which are exempted (duty reduced to nil).  It is covered in negative list.  It is not chargeable to Service Tax.
7. A standalone amusement ride in a mall is a facility in which fun or recreation is provided by means of a ride.  Access to such amusement ride on payment of charges would be covered by negative list.  Therefore not chargeable to Service Tax.
8. Services provided by a commission agent for sale/purchase of agricultural produce, is a negative list item.  A Ltd is not subject to Service Tax.
9. A charge collected by Delhi Metro is covered by negative list.  Hence not chargeable to Service Tax.
10. Fees collected by School to provide education up to higher secondary are covered by negative list.  Hence not chargeable to Service Tax.
11. Fees collected by IIT Delhi from various companies for Campus Recruitment is not covered by negative list.  Hence chargeable to Service Tax.
12. A Ltd is not subject to Service Tax, as it is covered by negative list.  Service Tax on toll collected by BLtd on behalf of A Ltd are in the nature of services used for providing a negative list service.  Such service provided by B Ltd is chargeable to tax.



13. Services provide for transmission/distribution of electricity is covered in negative list.  Hence not chargeable to Service Tax.
14. If a residential house, taken on rent, is used only (majorly) for commercial or non-residential use, renting of such property is not covered by the negative list and chargeable to Service Tax.
15. Goods transported by inland waterways is covered in the negative list and not chargeable to Service Tax.
16. Registered Post Services are not taxable services, since they are covered under Negative List.
Q9. Lajawab Banquets is engaged in providing the following services for the month of January 2014, it provided the following information:
	S.No.
	Particulars
	Amount

	1.
	Banquet Hall let out for Marriage Function:  The gross amount charged for Banquet Hall including Catering Charges (Catering have been separately indicated in the invoice)
	
6,00,000

	2,
	Amount received for Rooms let out for stay of Guests attending the Marriage
	
40,000

	3.
	Amount collected for letting out the Hall for Indian Medical Association (IMA) conference. No food was supplied along with it
	
5,00,000

	4.
	Mandap for shooting of marriage sequence,
	2,40,000


Compute the amount of Service Tax, ECess and SHEC payable by Lajawab Banquets for month of January, 2014
Other Information:
1. All the amounts stated above are exclusive of Service Tax
2. Lajawab Banquets is not eligible for SSP exemption (N/N: 33/2012)
3. Under N/N 26/2012, the service of provision of food in a premises along with the rending of such premises is eligible for a reduction in the value of taxable service to the extent of 30%.






Ans
Computation of Service Tax Payable
	Particulars
	Amount

	Banquet Hall let out for Marriage Function                    6,00,000
Amount received for Room Let Out of stay
Of Guests attending the Marriage                                    40,000
Total                                                                               6,40,000
Less: 30% abatement                                                    1,92,000

(See Note below)
	



4,48,000

	Amount collected for letting out of Hall for IMA conference
	5,00,000

	Amount collected for providing mandap for shooting of marriage sequence
	2,40,000

	Total
	11,88,000

	Service Tax Payable
	

	Service Tax Payable @12%
Ecess @2%
SHEC @1%
	  1,42,560
       2,851
       1,426

	




	

	Total Service Tax Payable
	  1,46,837



Note: Assuming that the amount received for banquet hall and for rooms let out for stay of guest (Rs 40,000) are collected from the same service receiver, in which case as per the Section 66F the same would also be classified together being Bundled Services, and hence bot the services would be eligible for abatement of 30%.







Q9. In the context of chargeability of Service Tax, what are the implications of the term “provided or agreed to be provided”?
Ans.
Section 66B of Finance Act 1994 is the charging section, which provides as under:
· There shall be levied a tax @ 12% of the value of all services (other than specified in –ve list), “provided or agreed to be provided”in Taxable Territory.
The phrase “provided or agreed to be provided” has following implications:
1. Services which have been provided are chargeable to Service Tax.
2. Services which have only been agreed to be providedbut are yet to be provided, are also chargeable to Service Tax.
3. Receipt of Advancesfor services agreed to be providedbecome chargeable to Service Tax before the actual provision of service.
4. Advance which are received, but contract is cancelledalso become chargeable to Service Tax as they represent consideration for a service that was agreed to be provided.
Q10. How the value of taxable services determined when the consideration against taxable services is received in other than monetary terms?      [May-2009 – 3 Marks]
Ans.
Section 67 (1) of Finance Act 1994 provides that:
The Value of Taxable Services shall be “Gross Amount Charged” by the service provider, where the consideration is in monetary terms.
However, if consideration received is in other than monetary terms, then “Market Value of such consideration” shall be the taxable value of such service.  In such case, consideration shall be deemed to be inclusive of Service Tax.  In other words, it will be deemed that the consideration includes the amount of Service Tax.





Q11. How will a taxable service be valued when the consideration thereof is not wholly or partly in terms of money?						[Nov 2010 – 4 Marks]
			Or
How the value of the service under service tax provisions is determined where such value is not ascertainable?						[May 2013 – 4 Marks]
Ans.
Section 67 (1) provides that:
Where consideration is not wholly of partly in terms of money, the Value of Taxable Services shall be determined as under:
a) Take Value of Similar Service, that is Gross Amount Chargedby the service provided to provide “Similar service”to any other person in ordinary course of business, where price is the sole consideration

b) If Value of Similar Service is not available, ascertain the “Cost of Provisions of Service using Costing Principles”.  That is, take marginal cost & allocate overhead on reasonable basis plus profit margin.
Q12. Mr A is a well-known interior designer.  He has recently designed 10,000 sq. ft. office of an air conditioner manufacturing company.  For this job, she has been paid by the recipient of service Rs. 12,00,000.  Besides, the recipient of service has gifter a unit of 5 ton centrally AC system to him.  Service Tax liability (if any) would be met by the recipient of service in addition to the aforesaid payment.  Find out the tax liability under the following situations:
1. For a similar job, Mr. A generally charges @ Rs 280 per sq. ft.
2. Mr. A has not provided similar service to any other manufacturing company.  Equivalent money value of 5 ton AC system is Rs. 9,20,000.  The cost of provision of taxable service provided by Mr. A in this case is Rs 22.00.000



Ans.
Legal Provision:
Section 67 (1) provides that:
Where consideration is not wholly of partly in terms of money, the Value of Taxable Services shall be determined as under:
a) Take Value of Similar Service, that is Gross Amount Chargedby the service provided to provide “Similar service”to any other person in ordinary course of business, where price is the sole consideration

b) If Value of Similar Service is not available, ascertain the “Cost of Provisions of Service using Costing Principles”.  That is, take marginal cost & allocate overhead on reasonable basis plus profit margin.
On the basis of above provisions the answers to the situation is as under:
1. For similar services Mr. A charges @ Rs. 280 per sq. ft.  It comes to Rs. 28,00,000 (for a space of 10,000 sq. ft.).  Rs. 28,00,000 will be taken as taxable value of service.  Service Tax Liability =28,00,000 X 12.36% = 3,46,080.

2. Amount received in cash is Rs. 12,00,000.  Monetary value of consideration in kind is Rs. 9,20,000.  The total amount comes to Rs. 21,20,000.  However, cost to Mr. A for providing the service is Rs. 22,00,000.  Therefore, higher value i.eRs. 22.00.000 shall be taken as Value of Taxable Service.  Service Tax Liability = 22,00,000X 12.36% = Rs. 2,71,920














Q13. Mr. Rajesh, a service provider (providing Restaurant and accommodation services) who pays Service Tax regularly, was of the opinion that a particular service was not liable to Service Tax.  Later on, he found that the service provided by him is not covered in negative list.  He received the bill amount without Service Tax.  How will Service Tax liability of Mr. Rajesh, be determined in such case?
Ans.
· Every person providing taxable service shall pay Service Tax at the rate specified in Section 66B.   The liability does not extinguish where the Service provider fails to realize or Charge the Service Tax from Service Receiver.

· The Service Tax shall be calculated as per Section 67 (2):
Service Tax Payable= Gross Amount Charged x 12.36
(Round off )						  112.36

Q14. TRC & Co. is a partnership firm.  Ajesh & Neena are two partners (profit sharing in 80:20 ratio.  The firm is in the business of providing tailoring services to different fashion designers.  Cine Designers is sole proprietary concern entirely owned by Ajesh.  TRC&Co. provides failoring service to Ciner Designers for a consideration of Rs 35,00,000 during the half year ending on March 31, 2014.  Service Tax is not charged in the invoice on the plea that the service is provided by a partnership firm to its partner (firm and partners are same entity under partnership act).  Do you agree?  If not, calculate Service Tax Liability.  Nothing can be further recovered from Cine Designers.
Ans.
An unincorporated association or body of persons and members thereof are treated as two different persons.  If a firm provides a service for a consideration to one of its partners, it is chargeable to Service Tax.  
· The Service Tax shall be calculated as per Section 67 (2):
Service Tax Payable= 35,00,000 x 12.36= Rs 3,85,012
(Round off )				112.36




Q15. State with reason in brief whether the following statement is true or false with reference to the provisions of Service Tax
Mr. Salim, an architect has received the fees of Rs. 4,48,500 after deduction of TDS of Rs. 51.500.  The Service Tax payable on Rs. 4,48,500.              [Nov 2009 – 2 Marks]
Ans.
The statement is false.
Reason:
As per Section 67, Service Tax should be charged on “Gross Amount Charged”
Service Tax should be charged before deducting TDS.  This means that if any TDS is deducted from payment, then first add back the amount of TDS and then compute Service Tax.
Therefore, Service Tax is payable on Rs. 5,00,000 (Rs 4,48,500 + Rs. 51,500). 
Service Tax Payable= 5,00,000 x 12.36= Rs 55,002
			                     112.36
Q16. Briefly discuss about the adjustment of excess amount of service tax paid in case of Renting of Immovable Property service, owing to property tax payment 
						          [May 2011- 2 Marks]
			Or
Explain the provisions regarding adjustment of Excess amount of Service Tax paid in case of renting of Immovable Property, owing to Property Tax Payment 
				                              [May 2014 – 4 Marks]
Author’s Note: These are two same questions asked with different marks.  Here, examiner wants to check your skills, whether you can express the complete knowledge in short or not.  The information in both the question will be same but when it comes in 2 Marks, you have to demonstrate all you knowledge in short.  When it comes in 4 marks you can write the answer in detail.  Less information provided by you in 2 marks question will be a definite curtailment in marks to be awarded.








Answer when asked for 2 Marks:
N/N-29/2012 provides for deduction of property tax paid for the purpose of valuation of Renting of Immovable Property.
But if Property tax is not paid, excess amount of Service tax shall be paid.
Rule 6 (4C) provides for adjustment of excess amount of Service Tax in this case as under:
Where any amount in excess of the amount required to be paid towards Service Tax liability has been paid on account of non-availment of property tax deduction, such excess may be adjusted within 1 yearfrom the payment of Property Tax.
Answer when asked for 4 Marks
N/N-29/2012 provides for deduction of property tax paid for the purpose of valuation of Renting of Immovable Property.
No deduction shall be allowed if property tax is outstanding.  
As the deduction of property tax is on payment basis, the service provider will have to pay excess amount of Service Tax.  Late on, if property tax is paid then assesse will be denied with the benefit of the deduction under N/N 29-2012.  
To facilitate the Service Provider to avail the benefit of the notification Rule 6 (4C) of Service Tax Rule 1994 is provided.  As per the said rule:
Where any amount in excess of the amount required to be paid towards Service Tax liability has been paid on account of non-availment of property tax deduction, such excess may be adjusted within 1 yearfrom the payment of Property Tax.







17. Mr. R provides fashion designing service from his head quarter of Delhi.  Value of Taxable Services provided during different years is given below:
Financial Year 2010-11							21,00,000
Financial Year 2011-12							22,00,000
Financial Year 2012-13							10,00,000
During the quarter ending June 30, 2013, value of Taxable Services provided by Mr. R is Rs 8,00,000.  Can he claim the threshold exemption available to SSP?
Ans.
MR. R can avail the Threshold Exemption available to SSP
Legal Provision: N/N: 33/2012
Threshold Exemption of SSP is available:
· When Aggregate Value of Taxable Services 			Rs 10 Lakhs
during the preceeding FY					
· To check whether assesse is SSP in Current FY, the Value of Taxable Service to be checked is for Preceding FY.
Application of Legal Provision:
Current financial year is 2013-14.  In the immediate preceding financial year 2012-13, Value of Taxable Services provided by him is not more than Rs 10,00,000.  Therefore, in current financial year, he can avail threshold exemption of Rs.10,00,000.  In current financial year, the value of taxable service shall be NIL.







Q18. Mr. X the owner of a property had entered into an agreement with a bank.  The agreement entered into on 1st April 2013 to give ground floor of the property on the rent on monthly rent of Rs 75000 PM.
The bank had taken the property for commercial purpose.  Explain whether Mr. X is liable to pay service tax on the transaction with bank?
Ans.
Renting of commercial property is not covered by negative list, hence it is taxable.
Legal Provision: N/N: 33/2012
Threshold Exemption of SSP is available:
· When Aggregate Value of Taxable Services 			Rs 10 Lakhs
during the preceeding FY					

· To check whether assesse is SSP in Current FY, the Value of Taxable Service to be checked is for Preceding FY.

Application of Legal Provision:
Total rent of the year comes out to 75000X 12= 9,00,000.  There are no taxable service provided by Mr. X in preceding financial year.  Therefore, Rs. 9,00,000 shall be exempt.
Further, it appears that no other taxable services are rendered by him in the year 2013-14.  Therefore in Financial year 2014-15 he will be treated as SSP as well because in financial Year the Aggregate Value of Taxable Service in 2013-14 is does not exceed 10 Lakhs








Q19 Is Service Tax leviable on fee collected by Public authorities while performing statutory functions under the provisions of law? [May 2010 – 2 Marks]
Ans.
No, Service Tax shall not be levied on fee collected by Public Authorities while performing statutory functions.
Legal Provision:
Exemption Notification No. 25/2012-ST:
Public Authorities constituted under or setup by the Government performing functions which are statutory in nature are not taxable services.
Example: Issuing fitness certificates by RTO is of Statutory in nature and hence not a Taxable Services.

Q20. Determine Point of Taxation & Due Date of Payment of Service Tax, under following Situations:
	Date of Completion
	Date of Invoice
	Date of Payment
	Point of Taxation
	Due Date
(Ind/Part)
	Due Date
(Others)

	30.09.2013
	03.10.2013
	05.10.2013
	
	
	

	30.09.2013
	03.10.2013
	02.10.2013
	
	
	

	31.08.2013
	06.10.2013
	08.10.2013
	
	
	

	31.08.2013
	06.10.2013
	01.10.2013
	
	
	

	31.08.2013
	06.10.2013
	30.08.2013
	
	
	

	05.09.2013
	20.08,2013
	06.09.2013
	
	
	

	06.09.2013
	20.08.2013
	25.08.2013
	
	
	

	06.09.2013
	20.08.2013
	15.08.2013
	
	
	








Ans.
	Date of Completion
	Date of Invoice
	Date of Payment
	Point of Taxation
	Due Date
(Ind/Part)
	Due Date
(Others)

	30.09.2013
	03.10.2013
	05.10.2013
	03.10.2013
	05.01.2014
	05.11.2013

	30.09.2013
	03.10.2013
	02.10.2013
	02.10.2013
	05.01.2014
	05.11.2013

	31.08.2013
	06.10.2013
	08.10.2013
	31.08.2013
	05.10.2013
	05.09.2013

	31.08.2013
	06.10.2013
	01.10.2013
	31.08.2013
	05.10.2013
	05.09.2013

	31.08.2013
	06.10.2013
	30.08.2013
	30.08.2013
	05.10.2013
	05.09.2013

	05.09.2013
	20.08.2013
	06.09.2013
	20.08.2013
	05.10.2013
	05.09.2013

	06.09.2013
	20.08.2013
	25.08.2013
	20.08.2013
	05.10.2013
	05.09.2013

	06.09.2013
	20.08.2013
	15.08.2013
	15.08.2013
	05.10.2013
	05.09.2013



Q21. Mr. Ram took advance of Rs. 10,000 from client on 31.05.2013.  Services were provided in December 2013 and invoice was also issued in Dec. 2013.  When is service deemed to be provided.  Decide when the service tax has to be deposited.
Ans.
Rule 3 of Point of Taxation Rules 2011 provides that:
If any advance is received, the date of receipt of each advance shall be point of taxation.  Accordingly, the service is deemed to be provided on 31.05.2013.

Q22. Mr X provided services on 8th April 2014 for Rs. 2,00,000 and received the amount on the same date.  Decide how much tax should be deposited by him upto which date.  Invoice was also issued on the same day.  Also mention the Point of Taxation.








Ans.	
Legal Provision:
As per Rule 3 of Point of Taxation Rules 2011:
If the Invoice is received within 30 days after the completion of service then,
Date of Invoice 
Or	Earlier
Date of Payment

Shall be the Point of Taxation
Rule 6 of Service Tax Rules 1994 provides that:
In case of Individual or Partnership, the due date of payment shall be 5th day from the end of the quarter
Therefore,
Point of Taxation:	8th April 2014
Due Date of Payment	5th July 2014 (5th day from the end of quarter April to June)
Taxable value of service provided						2,00,000
Service Tax (2,00,00012.36%)						   24,720	









Q23. X Ltd provides technical consultancy services in Bhopal.  One of the clients of X Ltd is Y Ltd. (a firm of software developers), X Ltd provides consultancy service to Y Ltd on Nov 20, 2013.  The effective rate of tax has been changed (because of an abatement) from Dec 1, 2013.  Earlier the effective rate of tax was 12.36%.  After abatement with effect from Dec 1, 2013 it is 8.24%.  
Invoice is issued on Dec 20, 2013.  Payment is, however, received partly in advance on Nov 19, 2013 (Rs. 68,00,000) and partly on Dec 29, 2013 (Rs. 96,00,000).  Find out the Service Tax Liability on the assumption that the figures given in the problem are exclusive of Service Tax which is collected separately. 
Ans.
Legal Provision:
As per Rule 4 of Point of Taxation Rules 2011:
Where Taxable Services is provided before Change in ERT
a) Invoice is issue after change but payment is received before change, then Date of Issue of Payment shall be the Point of Taxation.   Hence old rate shall apply.
b) Where both Invoice and Payment is received after change, then Date of Invoice or Date of Payment, whichever is earlier is the Point of Taxation.  Hence new rate shall apply.
Applying above provisions: 
For Advance of Rs 68,00,000:
Date of Payment= Nov 19, 2013 [Arrived by applying (a) above]
Effective Rate on Nov 19, 2013 = 12.36% [Old Rate]
Service Tax Liability= 68,00,000X12.36%= 					Rs. 8,40,480	





Remaining Payment of Rs. 96,00,000
Date of Invoice= Dec 20, 2013			Earlier i.e. Dec 20, 2013
Date of Payment= Dec 29, 2013			[Arrived by applying (b) above]
Hence Effective Rate of Tax on Dec 20, 2013 shall apply i.e 8.24% (New Rate)
Service Tax Liability= 96,00,000X 8,24%= 					Rs. 7,91,040
Total								    16,31,520

Q24, Mr. A provides coaching classes for MBA entrance exams  The rate of 
Service Tax was changed from 10.3% to 12.36% on 01.08.2013.  The date of completion of class was on 15.07.2013:-
a) On 01.04.2013, Mr X came for enquiry.  He was given the invoice of the amount of classes on the same date.  But he came on 05.08.2013 to make payment.   He attended the full batch without giving the payment.  Whether Service Tax shall be charged from him at the new rate?
b) Mr. Y made advance payment on 01.04.2013 but invoice was not given to him.  He was given invoice on 14.08.2013 when he came to attend the classes.  Should Service Tax be deposited at the revised rate?
c) Mr. Z made advance payment on 01.05.2013 and bill was also issued to him on the same date.  Whether Service Tax shall be charged at the revised rate when he will come to attend the classes?









Ans.
Legal Provision:
As per Rule 4 of Point of Taxation Rules:
If Taxable Service is provided before Change in ERT then,
a) Where Invoice issue before change but payment received after change, then Date of Issue of Invoice shall be the Point of Taxation (i.e. Old Rate).
b) Where Invoice issued after change but payment received before change, then Date of Payment shall be the Point of Taxation (i.e. Old Rate)
c) Where both Invoice and Payment is received after change, the Date of Invocie or Date of Payment whichever is earlier shall be the Point of Taxation (i.e. New Rate)
The crux of the above provision is that the New Rate shall only be applicable only if the issue of invoice and the payment by client occur after the date on which the rate has been changed.
Applying above provision:
a) In case of Mr. X, the invoice was issued before the new rate came into force.  Hence, the new rate of Service Tax cannot be applied.
b) In the case of Mr. Y, the payment had already been received in advance from him.  So, service tax cannot be charged from him at the revised rate.
c) In case of Mr. Z, the payment as well as the issue of invoice had already occurred before the revised rate came into force.  Hence Service Tax cannot be charged at the revised rate from him.
.
Q25. X Ltd provides erection, commissioning and installation services.  One of the clients of X Ltd is ALtd. To whom installation service is provided on Oct 20, 2013.   The effective rate of tax has been change w.e.f Oct 15, 2013.
	Situation
	Date of Issue of Invoice
	Date of Payment
	Point of Taxation

	1
	October 14, 2013
	October 12, 2013
	

	2
	October 14, 2013
	October 16, 2013
	

	3
	October 16, 2013
	October 14, 2013
	

	4
	October 21, 2013
	October 22, 2013
	





Ans.
Legal Provision: Rule 4 of Point of Taxation 2011
Where Taxable Service is provided after the change in ERT:
a) Invoice issued before change but payment received after change, then Point of Taxation shall be the Date of Payment
b) Invoice issue after change but payment received before change, then Point of Taxation shall be Date of Issue of Invoice.
c) Both Invoice and Payment is received before change, then Date of Invoice or Date of Payment, whichever is earlier will be the Point of Taxation.

	Situation
	Date of Issue of Invoice
	Date of Payment
	Point of Taxation

	1
	October 14, 2013
	October 12, 2013
	October 12, 2013
(Old Rate)
(As per c above)

	2
	October 14, 2013
	October 16, 2013
	October 16, 2013
(New Rate)
(As per a above)

	3
	October 16, 2013
	October 14, 2013
	October 16, 2013
(New Rate)
(As per b above)

	4
	October 21, 2013
	October 22, 2013
	October 21, 2013
(New Rate)
(As per Rule 3 POT, 2011)











Q26. A service becomes taxable with effect from 01.07.2012.  Determine in each of the following independent cases whether Service Tax is leviable in accordance with Point of Taxation 2011 with reason.
	Date of Invoice
	Invoice Amount
	Date of Payment
	Payment Amount

	25.06.2012
	1,00,000
	26.06.2012
	1,00,000

	25.06.2012
	1,00,000
	26.06.2012
	   60,000

	25.06.2012
	   60,000
	26.06.2012
	1,00,000

	24.06.2012
	1,00,000
	20.06.2012
	1,00,000

	03.07.2012
	1,00,000
	30.06.2012
	1,00,000

	24.07.2012
	1,00,000
	20.06.2012
	1,00,000



Ans.
Legal Provision: Rule 5 of Point of Taxation 2011
Rule 5: Taxability of New Service (Brought to tax net for the first time)
	Situation
	Taxability

	a) Both Invoice Issued and Payment was received, before becoming taxable
	No Tax Payable

	b) Payment was received before becoming taxable and invoice issued in 14 days of the date when service is taxed for the first time
	No Tax Payable


Note: Any other type of situation as discussed in Rule 5, Service Tax shall be payable










	DOI
	DOP
	Taxability
	Reasons

	25.06.2012 for Rs. 1,00,000
	26.06.2012 for Rs 1,00,000
	Not Taxable
	DOI and DOP before effective date

	25.06.2012 for Rs. 1,00,000
	26.06.2012 for Rs 60,000
	Not Taxable to the extent of Rs. 60,000
	Rs 40,000 received after effective date will be subject to Service Tax

	25.06.2012 for Rs. 60,000
	26.06.2012 for Rs. 1,00,000
	Not Taxable to the extent of Rs 60,000
	The taxability of Rs 40,000 will be determined as follow:
Case 1: If invoice of Rs 40,000 is issued within 14 days from the effective date [i.e. within 14.07.2012]- Not Taxable
Case 2: If invoice  for Rs. 40,000 is not issued within 14 days from the effective date- Taxable

	24.06.2012 for Rs 1,00,000
	20.06.2012 for Rs. 1,00,000
	Not Taxable
	DOI and DOP are before the effective date

	




	
	
	

	03.07.2012 for Rs 1,00,000
	30.06.2012 for Rs. 1,00,000
	Not Taxable
	DOP before effective date and DOI within 14 days of effective date.

	24.07.2012 for Rs. 1,00,000
	20.06.2012 for Rs. 1,00,000
	Taxable
	DOI after 14 days of effective date.







Q27. Mr. Z provides the service in March 2012.  He receives the payment by cheque on 30.03.2012, and the cheque is cleared on 15.04.2012.  The Service Tax Rate changed from 10% to 12% w.e.f 01.04.2012.  What will be the Rate of Service Tax?
Ans
Legal Provision: Rule 2A of Point of Taxation Rule 2011
Rule 2A Date of Payment for the purpose of Rule 5 (i.e. Change in ERT) of the above said rules, shall be as under
	Situation
	Date of Payment

	a) If cheque is credited in bank within 4 working days from the date of entry in books
	Date of Entry in Books of Accounts

	b) If cheque is credited in bank after 4 working days from the date of entry in books
	Date of credit in the Bank Account                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 



Ans. The Service Tax Rate is changed from 10% to 12% w.e.f 01.04.2012.  In case of change in ERT, Date of Payment is the date of Credit in the Bank Account (Date of Clearing) if the credit is after 4 working days from the date of change.  Hence, in the given case Date of Payment shall be 15.04.2012 (i.e. after change in effective rate)
To arrive at Service Tax Rate, Date of Invoice is also relevant.
a) In the given case if Date of Invoice is before change in effective rate, then POT shall be Date of Invoice i.e. old rate @10% shall apply.
b) If the Date of Invoice is after the change in effective rate, the New Rate shall apply. i.e @ 12%.




Q28. Answer the following questions:
a) What are the due dates of payment of Service Tax	        [Nov 2007 &Nov 2008 – 3 Marks]
b) Briefly explain the provision relating to advance payment of Service Tax  [May 2011 & Nov 2012 – 4 Marks]
		Or
How can an assesse adjust the excess payment of Service Tax against his liability of Service Tax for subsequent periods?  What is the basic condition for it? [Nov 2010 – 4 marks]

c) What is meant by EASIEST scheme?  Enlist the benefits of EASIEST scheme to an assesse under the Service Tax Provisions.
d) When does e-payment of Service Tax become mandatory   [Nov 2011 – 2 Marks]
e) State the “Due Date” for e-payment of Service Tax by individuals and companies. [Nov – 2011 – 2 Marks]
f) Write a not in brief on Provisional payment of Service Tax.
g) How can an assessee adjust the excess payment of Service Tax against his liability of Service Tax for subsequent periods?  What is the basis Conditions? [Nov 2010 – 4 Marks]













Ans.
a) Rule 6 of Service Tax Rule 1994:
	Due Date of Payment
	The Service Tax shall be paid, in case of:

          Others
Individual s or Partnership Firms



5th of month following the Calendar month
5th of month following the Quarter






But the Service Tax on the service deemed to be provided during March, or the quarter ending in March, shall be paid by the 31st March
Note: 6th, if PAID ELECTRONICALLY in both the cases

	Challan for Payment
(GAR-7 Challan)
	Duly filled GAR-7 Challan to be deposited only into the Designated Bank Branches











b) Rule 6 of Service Tax Rule 1994:
	Payment of Excess Tax on his own
[Rule 6(1A)]
(Advance Service Tax)
	Every person liable to pay service tax, may, on his own
· Pay service tax in advance to the credit of CG and 
· Adjust the amount so paid against the service tax of subsequent period.
Assesse shall
c) Intimate the amount deposited to the Supdtt within 15 days from the date of payment
d) Indicate the details of advance payment and adjustment in the subsequent return.



c) Rule 6 of Service Tax Rule 1994:

	EASIEST  Scheme
	The system is called “Electronic Accounting System in Central Excise and Service Tax (EASIEST)”
This applies mandatorily only to those assesses who have paid Service Tax of Rs 10 Lakhs or more during the preceding financial year.
E- Payment

Multiple Premises
Single Premises


Aggregate ST Liability ≥ 10 Lakhs in Previous Financial Year

Aggregate ST Liability ≥ 10 Lakhs for each Independent Reg.
Aggregate ST Liability ≥ 10 Lakhs for Centralized Reg.








d)  Rule 6 of Service Tax Rule 1994:
	Mandatory E- Payment
	The system is called “Electronic Accounting System in Central Excise and Service Tax (EASIEST)”
This applies mandatorily only to those assesses who have paid Service Tax of Rs 10 Lakhs or more during the preceding financial year.
E- Payment

Multiple Premises
Single Premises


Aggregate ST Liability ≥ 10 Lakhs in Previous Financial Year

Aggregate ST Liability ≥ 10 Lakhs for each Independent Reg.
Aggregate ST Liability ≥ 10 Lakhs for Centralized Reg.


















e) Rule 6 of Service Tax Rule 1994:
	Due Date for E- Payment
	The Service Tax shall be paid, in case of:

          Others
Individual s or Partnership Firms



6thof month following the Calendar month
6th of month following the Quarter






But the Service Tax on the service deemed to be provided during March, or the quarter ending in March, shall be paid by the 31st March















f) Rule 6 of Service Tax Rule 1994:

	Provisional Assessment (PA)
	
	Circumstance
	When 

· at the date of deposit of Service Tax
· Assesse is unable to correctly estimate, the actual amount of ST for any month or quarter.

	Conditions
	d) Request to jurisdictional AC/DC for making PA
e) Reason should be mentioned in the Request so made.
f) AC/DC after considering the Request shall specify the Value to be considered for PA

	Filing of Memorandum
	Assesse opting for PA has to file a memorandum in Form ST-3A along with Half Yearly return (Form ST-3)

	
Final 

Assessment

	
AC/DC shall make Final Assessment Order within 6 months from the date of communication of PA.















g)
	Payment of Excess Tax on his own & its adjustment
[Rule 6(1A)]

	Every person liable to pay service tax, may, on his own
· Pay service tax in advance to the credit of CG and 
· Adjust the amount so paid against the service tax of subsequent period.
Conditions to be met by Assessee:
Assesse shall
a) Intimate the amount deposited to the Supdtt within 15 days from the date of payment
b) Indicate the details of advance payment and adjustment in the subsequent return.



29. Explain optional composition scheme under Service Tax for distributor or selling agents of lotteries.					                   [Nov 2011 – 4 Marks]
Ans. The distributor or selling agent promoting, marketing or organizing/assisting in organizing lottery have an option to pay Service Tax in the following manner instead of paying the same @12%
	Situation
	Service Tax Liability

	Guaranteed Prize payout > 80%
	Rs. 7000 on every Rs 10 Lakhs ( or part of Rs 10 Lakhs) of aggregate face value of lottery tickets printed by the organizing State for a draw.

	Guaranteed Prize Payout is <= 80%
	Rs 11000 on every Rs 10 Lakh ( or part of Rs 10 Lakh) of aggregate face value of lottery tickets printed by the organizing State for a draw.









Q30. Does a service provider have an option to pay Service Tax at a rate different from the general rate applicable on gross value of taxable services, in case of purchase and sale of foreign currency?
Ans.
Yes, an option to pay Service Tax in the following manner instead of paying the same @12% is available in case of purchase and sale of foreign currency.

	Gross Amount of Currency Exchanged
	Rate applied on Gross Amount Charged (GAC)

	Upto 1Lakhs
	0.012% of GAC (Minimum: Rs 30)

	1laks to 10 Lakhs
	Rs 120 + (0.06% of GAC minus 1lakhs

	More than 10 Lakhs


	Rs 660 + (0.012% of GAC minus 10 Lakhs minus Rs 6000



Q31. What are the consequences of non-payment or delayed payment of Service Tax?
					                   [Nov 2012 – 4 Marks]
Ans: Consequences of Non-payment or Delayed payment of Service Tax are as under:

Delayed (late) Payment of Service Tax [Section 75]:
If payment is made after due date, interest has to be paid u/s75 on
· Amount of Service Tax liable to be paid
· For the period for which such amount of Service Tax or part thereof is delayed.
CG shall fix the Rate of Interest not less than 10%, but not more than 36%. 



At present Rate of Interest is 18%.
The present Rate of Interest @ 18% shall be reduced to 15%, if the value of Taxable Service provided during the current year or in the preceding financial year does not exceed 60 lakhs.


Non-Payment of Service Tax [Section 76]:
	Penalty of Rs 100 for every day 
	                Or	Maximum up to 50%    of ST liable to be paid
                              1% per month of Service Tax
		Whichever is higher

Note: No penalty shall be imposed, if assesse proves that there was a reasonable cause for such failure.
Q32. Explain the treatment for excess amount of Service Tax collected from the Recipient under Service Tax.					                   [Nov 2012 – 4 Marks]
		Or
What will be the obligation of Service Provider in respect of excess Service Tax collected from the recipient under the Service Tax Law?	        [Nov 2013 – 4 Marks]






Ans.
Section 73A of Finance Act 1994 provides as under
Assesse who has collected an amount in excess of the amount required to be collected, should deposit such amount with the Government.
Where excess amount has been collected from the recipient of services, the person liable shall pay the excess amount together with interest @ 18% [Section 73B]
Q33. What are the documents to be attached by a Service Provider along with an application for registration under Service Tax?                                [May 2012 – 4 Marks]
Ans.
Following documents are required to be attached with ST-1 Form:
1. Copy of PAN
2. Proof of Address (eg. Rent Agreement)
3. ID proof of Service Provider like Election Card
4. Copy of MOM, AOA & particulars of Directors
5. In case of partnership firm, copy of Partnership Deed and particulars of partners.
Q34. When does a Small Service Provider (SSP) require to register under the Rules, but not liable to collect and pay Service Tax?			        [May 2009 – 2 Marks]
Ans.
Service Tax has been exempted on services whose aggregate value of Taxable Services does not exceed 10 Lakhs.  However, he is liable to get registration when the Aggregate Value of Taxable Service exceeds Rs 9 Lakhs.  In such a case, SSP is liable to get himself registered within 30 days from the date of exceeding the threshold limit of Rs 9 Lakhs








Q35. Can Vignesh& Co., providing services from different locations and billing the client from each location, opt for centralized service tax registration? [May 2007 – 3 Marks]
Ans.
No 
Legal Provision:
Rule 4 of Service Tax Rules 1994 provides that:
Where an assessee is providing a taxable service from and has centralized billing or accounting systems, only the he can opt for centralized registration.
In the given case, no centralized billing is done.
Therefore, Vignesh& Co., can not opt for centralized service tax registration in this case
Q36. Mr. Suman is a registered Service Provider.  He transfers his business to Mr. Manu on 31st July 2011.
Explain the requirement to be complied with by Mr. Suman and Mr. Manu on such transfer under the provisions of Service Tax.
Ans.
Compliance by Mr. Manu
Rule 4 of Service Tax Rules 1994 provides that:
Where a registered assesse transfers his business to another person, the transferee shall obtain a fresh registration certificate.  
Therefore, Mr. Manu has to obtain a fresh Registration Certificate.\
Compliance by Mr. Suman
Every registered assesse, who ceases to provide the taxable service for which he is registered, shall surrender his registration certificate immediately to the Suptt.
Therefore, Mr. Suman has to surrender his registration certificate to the Suptt.



Q37. Answer the following questions:
i. What are the due dates of filing of Service Tax Returns?
ii. Whether Service Tax Return can be furnished after the due date? [May 2009 – 2 Marks]
					Or
What is the late fee payable for delay in furnishing the Service Tax Return?  Can the same be waived?					[May 2010 – 3 Marks]
					Or
State the due dates for filing of Service Tax Return.  Will the delayed filling of service tax return result in payment of any late fee?  If so, show much?
iii. Can an assesse file a Revised Service Tax return?   	[May 2010 – 2 Marks]
iv. Ms. Amarapali, a registered Service Provider did not render any services during the financial year 2012-13.  Whether she is required to file Service Tax Return? [Nov 2009 – 3 Marks]                                       
v. Mr. Raju is a multiple service provider and files only a single return.  State with reasons whether he can do so?
vi. What are the contents of the Service Tax Return?                                            [Nov 2011 & May 2012 – 4 Marks]
Ans.
i. Section 70 of Finance Act provides that:
Every person liable to pay Service Tax, shall
· Himself assess (i.e. Self-Assessment) the tax due on services provided by him and
· Furnish a Return in Form No. ST-3 (3 copies)
· By 25th day of the end of the Half Year (i.e. Frequency of Return: Half Yearly)
Therefore, for 1st April to 30th Sept the due date= 25th Oct
&   1st Oct to 31st Mar the due date = 25th Apr
ii. The Service Tax Return can be furnished after the due date, provided the assesse pays penalty as under:





Penalty for Delay in Filing of Service Tax Return [Section 70 & Rule 7C]:
	Period of Delay from last day of due date of furnishing return
	Amount of Penalty

	15 days
	Rs. 500

	Beyond 15 days and within 30 days
	Rs. 1000

	

Beyond 30 days
	
Rs 1000 + Rs 100 for each day

Or                                                  Least

Rs 20000




iii. Yes, assesse can file Revised Return after filing Original Return.
Revised Return [Rule 7B]:
a) Time Limit: Within 90 days from the date of filing the Original Return
b) Reason: To rectify mistakes or omissions in the Original Return

iv. Yes, As per Section 70 of Finance Act 1994, even if no service has been provided or no tax is payable, assesse is still required to file return.  So, Amarapali, has to file nil return even if no service has been provided by him.

v. Yes, As per Section 70 of Finance Act 1994, Mr. Raju can file a single return giving details of the various services rendered, amount received etc.


vi. Service Tax Return has following contents:






Contents of Return:
a) Total amount of Taxable Services
b) Amount billed for exempted services 
c) Amount received in advance
d) Exemption Notification, if any
e) Credit details of service tax provider/receiver
f) Ecess& SHEC payable
g) GAR-7 challan date and number
h) Service Tax Payable
Q38. State with reasons, whether the following statements are True or False.
i. Mr. Vikas, an individual, has not provided any service in the half year period of April to September.  He need not file any return for this period. [May 2014 – 4 Marks]
ii. Mr. Sumeet has filed his Service Tax return belatedly.  He wants to revise the same.  He can file a revised return.                              [May 2014 – 4 Marks]

iii. A multiple service provider should file multiple Service Tax Returns, one for each service provided.  [Nov 2012 – 4 Marks]
Ans.
i. False
Reason:
As per Section 70 of Finance Act 1994, even if no service has been provided or no tax is payable, assesse is still required to file return.  So, Mr. Vikas, has to file nil return even if no service has been provided by him.
ii. True,
Reason:
As per Rule 7B of Service Tax Rules 1994, Belated Return can be revised.




iii. False,
Reason:
As per Section 70 of Finance Act 1994, a single return can be filed.  However, details of various services rendered, amount received etc should also be given.

Q39. Under Income Tax Act 1961, the concept of Tax Return Preparer is there.  Is there is any similar scheme in Finance Act 1994 in context of Service Tax?
Ans.
Yes, Section 71 provides for a scheme of Service Tax Return Preparer, which is as under:
1. The Board may frame a scheme enabling specified persons to prepare and furnish a return under section 70 through an authorized Service Tax Return Preparer.

2. Scheme framed shall specify the manner in which the Service Tax Return Preparer shall assist the persons furnishing the return of Service Tax.

3. The scheme may provide for the following:

· Educational and other qualification, training and other conditions required to be fulfilled
· Code of Conduct (Professional Behavior)
· Duties and Obligations
· Circumstances under which the authorization to act as Service Tax Return Preparer may be withdrawn.





Q40. What are the Books of Accounts required to be maintained under Service Tax.  Also provide the period for which Books of Accounts required to be maintained.?
Ans.

1. Service Tax Law does not require any specific records to be maintained by the Assesse.

2. Reasonable records should be maintained so as to facilitate:
a) Proper valuation of taxable services
b) Collection of billed amount from the Service Receivers
c) Payment of Service Tax

Period:

All the records should be preserved for at-least 5 years after the financial year to which the records pertain.
Attempt these question after reading all the notes and questions upto 40.  These questions tests you complete knowledge of the Service Tax Provisions



Q41. Mr. Gosh a practicing Chartered Accountant furnished the following information for the month of January 2014.
a) A bill for annual professional service was raised on Amco Ltd, for Rs 7,20,000 on 22nd December 2013.  However, he received Rs. 7,00,000 in full and final settlement of the above bill on 23rd January 2014.
b) An advance of Rs 3,00,000 was received from Atul Ltd, fro services to be provided in the month of April and May.





c) Services were provided to a friend free of cost in January 2014 for which Gosh normally charges Rs 1,20,000 from other clients.
d) Rs. 1,00,000 was received on 20th January 2014, from clients ‘C’ whom Gosh represented in the Income-Tax Appellate Tribunal which sent a notice to Mr. C.
e) Rs. 1,00,000 was received on 18th January 2014 fro services rendered as a part time lecturer in a local college.
Mr. Gosh provides the following additional information.
a) In all the aforesaid cases the service tax has not been charged separately.
b) He is not eligible for the exemption available to the Small Service Provider.
Compute the Service Tax, EC and SHEC payable by M. Gosh for the month of January 2014						[Nov 2012 – 5 Marks]
Computation of Service Tax Payable
	Particulars
	Amount

	a) Bill for Annual Professional Services raised to Amco Ltd  (Note 1)
b) Advance Received from Atul Ltd (Note 2)
c) Services provided free of cost – Services provided free of cost (without consideration) is not taxable
d) Fees received for representation of C in Income-Tax Appellate Tribunal
e) Services rendered as a part time lecturer in a local college
	Nil

3,00,000
Nil

1,00,000

Nil

	Total Taxable Value
	4,00,000

	Service Tax Payable @12% (4,00,000X12/112.36)
Add: Education Case @ 2%
Add: SHEC @1%
	42,720
     854
     427

	
	

	Service Tax Payable
	44,000



Notes:
1. Assuming that the invoice is issued within 30 days from the date of completion of service.   The POT shall be the date of invoice or receipt of payment, whichever is earlier.  In the given case, since the invoice is raid on 22nd December 2013, the service will be taxed on 22nd December 2013 (i.e. on accrual basis), not in January 2014.



2. Where any Advance is received by the Service Provider towards the provision of taxable service, the POT shall be the date of receipt of such advance.
3. Service provided to or by Educational Institutions, by way of imparting of any skill, knowledge or education are exempt.
Q42. A Ltd Is engaged in providing the taxable services.  Ascertain the amount of Service Tax Payable by it in the month of September, 2013 from the information given below:
	Particulars
	Amount

	a) Supply of farm labour for agriculture purpose
b) Service to people free of cost
c) Advance received in September, 2013 from clients for which no service has been rendered till date.
d) Amount received for services rendered in June, 2013 (bills for the same were issued on 25th June, 2013)
e) Bills raised for the services rendered in the month of September, 2013 against which no amount is received so far.
	1,00,000
  60,000

  85,000

  90,000

  75,000



The above amounts are exclusive of service tax.  A Ltd is not eligible for Small Service Provider’s exemption in the financial year 2013-14.    	                   [May – 2013 5 Marks]
Ans.
	Particulars
	Amount

	a) Supply of farm labour for agriculture purpose (WN1)
b) Service to people free of cost (WN2)
c) Advance received in September, 2013 from clients for which no service has been rendered till date. (WN3)
d) Amount received for services rendered in June, 2013 (bills for the same were issued on 25th June, 2013) [WN4]
e) Bills raised for the services rendered in the month of September, 2013 against which no amount is received so far.[WN5]
	    Nil
  Nil

  85,000

   Nil

  75,000

	Value of Taxable Services
	1,60,000

	Service Tax @ 12% 
E Cess @2%
SHEC @1&
	   19,200
        384
        192

	Total Service Tax
	    19,776





Notes:
1. Services relating to agriculture by way of supply of farm labour are included in negative list.  Hence not taxable.
2. Service rendered free of cost (without consideration) are not subject to Service Tax.
3. POT in case where advance is received is always the date of receipt of advance.
4. POT for services rendered in June would be 25th June 2013 (i.e. date of invoice or payment whichever is earlier).  In this case Rs. 90,000 was already taxed in the month of June, therefore not again taxable in the month of September.
5. POT for a service is date of invoice or payment whichever is earlier; therefore services rendered in the mount of September 2013 shall be taxable on accrual basis.  No matter whether the amount is received or not.
Q43. ALtd and B Ltd. Provide technical consultancy service.Shareholders of ALtd are X (90%) and Mrs. X (10%).Shareholders of B Ltd.Are X (10%) and Mrs. X (90%).Value of taxable services provided by A Ltd. And B Ltd for different years is as follows:
	Financial Years
	A Ltd
	B Ltd

	2010-11
	48,00,000
	5,00,000

	2011-12
	5,00,000
	48,00,000

	2012-13
	48,00,000
	5,00,000



Who can claim Small Service Provider’s exemption for the above financial years.
Ans.
The exemption relating to Small Service Provider is available:

When Aggregate Value of Taxable Services 			Rs 10 Lakhs
during the preceeding FY					






Service Provider: A Ltd
A Ltd will be treated as Small Service Provider for the financial year 2012- 13 (since Value of Taxable Service during Preceding FY is does not exceed 10 Lakhs).
Service Provider: B Ltd
B Ltd will be taken as Small Service Provider for financial years 2011-12 and 2013-14 (since in each of these years, the Aggregate Value of Taxable Service during the preceding FY does not exceed 10 Lakhs)
Q44. Mr. Visvakshena, who has been regularly assessed to Service Tax for the past 4 years, with taxable service receipts of Rs. 21,00,000 in the earlier financial year, furnishes the following details for the quarter ended 31.03.14:
	Particulars
	Amount (in Lakhs)

	1. Accounting services rendered to charitable trusts
	26

	2. Selling time slots for T.V advertisements
	32

	3. Selling time slots for advertisements in newspapers
	24



Compute the Value of Taxable Services and the total service tax payable by him.  Is he required to e-file his service tax return for the half year ended 31.03.2014?
							[Nov – 2013 4 Marks]Ans.
Computation of Value of Taxable Services
	Particulars
	Amount (in Lakhs)

	1. Accounting services rendered to charitable trusts (WN1)
	26

	2. Selling time slots for T.V advertisements (WN2)
	32

	3. Selling time slots for advertisements in newspapers (WN3)
	Nil


Computation of Service Tax Payable 
(Assuming that Service Tax is not Charged Seperately)
	Service Tax Payable @12.23%= 58X(12.36/112.36)
	6.38

	
	






Yes, Mr. Visvakshena is required to e-file his service tax return for the half year ended 31.03.2014.  Reason is as under:
E-Filing of Service Tax Return [N/N: 43/2011]
W.e.f from 01.10.2011, all assesses have to file returns electronically.
Notes:
1. Accounting services rendered to charitable trusts is not exempt and is liable to service tax.
2. Selling time slots for T.V advertisements is not covered in negative list U/S 66D.
3. Selling time slots for advertisements in newspaper is covered by negative list U/S 66D
Q45. RDC Institute provides the following service during the month of September 2013.
	Particulars
	Amount (in Lakhs)

	1. Fees collected from Creche (Nursery)
2. Collection of fees from students of Higher Secondary
3. Collection of fees from the students registered under Unapproved vocational educational course
4. Collection of fees for giving coaching for entrance exam of IIT
	2.50
5.00

3.00

2.50



Compute the Value of Taxable Services and the Service Tax Liablity of RDC Instute for the month of September, 2013.  Assume that the point of taxation in respect of all activities mentioned above falls in the month of September 2013.
RDC Institute has paid Service Tax of Rs 6 Lakhs for FY 2012-13








Ans.
Computation of Value of Taxable Service & Service Tax Liability
	Particulars
	Amount (in Lakhs)

	1. Fees collected from Creche (Nursery) [WN1]
2. Collection of fees from students of Higher Secondary [WN1]
3. Collection of fees from the students registered under Unapproved vocational educational course
4. Collection of fees for giving coaching for entrance exam of IIT
	Nil
Nil

3.00

2.50

	Total Value of Taxable Services
	5.50

	Service Tax Liability (5.50X12.36/112.36)
	0.61 (approx.)



Notes:
1. Pre-school education and education up to higher secondary school are covered under negative list U/S 66D
2. Since the assesse had paid servie tax of Rs 6 Lakhs for F/Y 2012-13, this indicates that his Aggregate Value of Taxable Services must have been more than 10 Lakhs in preceding FY.  Hence he is not eligible for SSP exemption.
Q46. A partnership firm gives the following particulars relating to the services provided to various clients by them for the half-year ended on 30.09.2013.
1. Total Bills raised for Rs 8,75,000 out of which bill of Rs. 75,000 was raised on an approved International Organization and payments of bills for Rs. 1.00,000 were not received till 30.09.2013.
2. Amount of Rs. 50,000 was received as an advance from XYZ Ltd on 25.09.2013 to whom the services were to be provided in October, 2013.  You are required to find out the:
a) Taxable Value of Services
b) Amount of Service Tax and education cess and secondary and higher education cess payable.





Ans.
Computation of Value of Taxable Services and Service Tax Payable
	Particulars
	Amount

	Total Amount of Bills Raised                                            8,75,000
Less: Bills raised on approved International 
Organization (WN1)75,000
Net Billing
Advance received on 25.09.2013
	

8,00,000

50,000

	Value of Taxable Services (inclusive of Service Tax) [WN2]
	8,50,000

	Value of Taxable Service (Exclusive of ST) 8,50,000X100/112.36
Service Tax @12%
Education Cess @2%
Secondary and Higher Education Cess @1%
	7,56,497
90,780    
   1,815
       908

	Total Service Tax Payable
	93,503



Notes
1. Services provided to approved international Organization are exempt from Service Tax.
2. Since question is silent, we assume that bills raised are inclusive of Service tax
3. Rs. 1,00,000 included in Rs. 8,75,000 which is not yet received is charged to Service Tax on accrual basis (i.e. Invoice or payment whichever is earlier)
4. It is also assumed that Partnership is not entitled to SSP exemption.
Q47. Pareesh& Co. is a partnership firm engaged in the business of recruitment and supply of labourers.  The firm which had rendered taxable services to the tune of Rs. 20.2 lakhs in the financial year 2012-13, furnishes the following detils pertaining to the half year ended on 30.09.2013.
1. Amounts collected from companies for pre-recruitment screening	2,50,000	
2. Amounts collected from companies for recruitment of 
	Permanent Staff						3,00,000
	Temporary Staff						4,00,000
3. Advances received from prospective employers for conduction 


campus interviews in colleges						1,00,000	
Wherever applicable, service tax has been charged separately and received from clients.  Compute the Value of Taxable Services rendered and the Service Tax Payable by the assesse for the relevant half year.		                  [May 2011 – 5 Marks]
Ans.
Computation of Taxable Value of Services
	Particulars
	Amount

	1. Amounts collected from companies for pre-recruitment screening
2. Amounts collected from companies for recruitment of 
Permenant Staff
Temporary Staff
3. Advance received from prospective employers for conducting campus interview in colleges
	2,50,000


3,00,000
4,00,000

1,00,000

	Total Value of Taxable Services
	10,50,000

	Service Tax @12%
E Cess @2%
SHEC @1%
	1,26,000
    2,520
     1,260

	Total Service Tax
	1,29,780



Notes
1. The question provides that service tax has been charged separately, therefore simple calculations are done including the advance tax
2. Since the Value of Taxable Services rendered in the preceding year is more than 10 Lakhs, the assesse is not a SSP and therefore, not eligible for exemption.






Q48. Infotech software systems is an information technology software company.  The receipts during financial year 2013-14 are as under:
	Particulars
	Amount

	1. Receipts for the analysis of Information technology software
2. Receipts for providing advice, consultancy and assistance on matter relating to specifications to secure a database
3. Receipts for providing the right to use the canned software on which the amount of excise duty has been paid
4. Receipts for the upgradation of the information technology software
5. Infotech software systems in the financial year 2012-13 has provided the taxable service valuing of Rs 15,00,000
	1,80,000

4,10,000

5,10,000

2,65,000



Determine the Value of Taxable Services and the amount of Service Tax, education cess and secondary and higher education cess payable by Infotech software systems for the financial year 2013-14.  The amount of Service Tax has been charged separately.
Ans.
	Particulars
	Amount

	1. Receipts for the analysis of Information technology software
2. Receipts for providing advice, consultancy and assistance on matter relating to specifications to secure a database
3. Receipts for providing the right to use the canned software on which the amount of excise duty has been paid [WN 1]
4. Receipts for the upgradation of the information technology software
5. Infotech software systems in the financial year 2012-13 has provided the taxable service valuing of Rs 15,00,000
	1,80,000

4,10,000

Nil

2,65,000

	Total Value of Taxable Services
	8,55,000

	Service Tax @12%
E Cess @2%
SHEC @1%
	1,02,600
     2,052
     1,026

	Total Service Tax
	1,05,678







Notes
1. It is assumed that excise duty paid in the above case has been determined on the basis of MRP provisions [Section 4A of CEA,1944].  In such case, Service Tax shall be exempt.
2. The question provides that service tax has been charged separately, therefore simple calculations are done including the advance tax
3. Since the Value of Taxable Services rendered in the preceding year is more than 10 Lakhs, the assesse is not a SSP and therefore, not eligible for exemption.
Q49. X Ltd is engaged in the business of manufacture of goods.  Find out Service Tax liability of X Ltd. In respect of the following pertaining to the financial year 2013-14
a) Interest on loan/advances given to different persons: Rs 18,00,000 (funds not immediately required for business purposes is given as loan or advance to different persons and interest is collected)
b) Rent of furnished flats given to employees for residential purpose: Rs. 8,00,000 (municipal tax paid is Rs. 70,000)
c) Rent of commenrial property: Rs 20,44,300 (municipal tax paid is Rs. 78,000)
Find out Service Tax Payable by X Ltd.  Above figures are inclusive of Service Tax.  If any service is there, it will be paid by X Ltd without collecting from recipient of service.
Ans.
Computation of Value of Taxable Services & Service Tax Payable
	Particulars
	Amount

	Interest on loan [WN 1]

Rent of Furnished flats given to employees [WN 2]

Rent of commercial property (20,44,300 less 78,000) [WN 3]
	Nil

Nil

19,66,300

	Total Value of Taxable Services
	19,66,300

	Service Tax Payable (19,66,300X12.36/112.36)
	2,16,300








Notes
1. Interest on loan is covered by negative list U/S 66D.
2. Rent of furnished flats given to employees is covered by negative list U/S 66D.
3. In valuation of Renting of Immovable Property, a deduction of Property Taxes Paidin respect of property is allowed from Gross Amount [N/N:29/2012]
4. Since all the figures in the question are inclusive of Service Tax & no tax is collected from recipient of service, therefore backward calculation is done.
Q50. A Ltd provides the following services:
1. Distribution of electricity by way of installation of generators Rs 6,50,000 (electricity is supplied in a residential area in a town)
2. Renting of air-conditioners to farmers for residential use in a village: Rs. 9,50,000
3. Renting of furniture to different semi-Government departments in Haryana: Rs 7,59,560
Find out Service Tax Payable by A Ltd.  Above figures are inclusive of Service Tax.  If any service tax is there, it will be paid by A Ltd without collecting from recipient of service.  
Ans.
Computation of Value of Taxable Service & Service Tax
	Particulars
	Amount

	1. Distribution of electricity [WN 1]
2. Rent of air-conditioners [WN 1]
3. Rent of furniture [WN 1]
	6,50,000
9,50,000
7,59,560

	Total Value of Taxable Services
	23,59,560

	Service Tax Payable (23,59,560X12.36/112.36)
	2,59,560



Note
1. Distribution of electricity, Rent of air-conditioners & Rent of furniture are not covered by negative list U/S 66D.
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