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SERVICE TAX
(As amended by the Finance Act, 2012)
APPLICABILITY/NON-APPLICABILITY OF NEGATIVE LIST AND RELATED TOPICS IN SYLLABUS OF PART II: SERVICE TAX AND VAT OF PAPER 4: TAXATION (IPCC) FROM MAY 2013 EXAMINATION ONWARDS
The Examination Committee at its 498th meeting held on September 23, 2012 has decided that the following sections of the Finance Act, 1994/rules will be covered under point no. 1 (Concepts and General principles) and point no. 2 (Charge of service tax and taxable services) of syllabus of Part II: Service tax & VAT in Paper 4: Taxation from May 2013 examination onwards:
(i) Section 64 - Extent, commencement and application

(ii) Sections 65B – Interpretations [only relevant ones which would be required to explain the concepts included]

(iii) Section 66B – Charge of service tax on and after Finance Act, 2012

(iv) Section 66D - Negative list of services

(v) Section 66F – Principles of interpretation of specified descriptions of services or bundled services.

(vi) Section 67A - Date of determination of rate of tax, value of taxable service and rate of exchange 

(vii) Point of Taxation Rules, 2011

It may be noted that the above-stated Sr. No.(i) - Section 64 and Sr. No.(vii) - Point of Taxation Rules, 2011 have already been covered in the existing syllabus so far. Thus, only Sr. Nos.(ii) to (vi) have been included as new topics in the syllabus under point no.1 (Concepts and General principles) and point no.2 (Charge of service tax and Taxable services).
The Committee further decided that the following topics pertaining to service tax law will not be included in the syllabus:
(i) Section 66C - Determination of place of provision of service

(ii) Section 66E – Declared services

(iii) Place of Provision of Service Rules, 2012

(iv) Section 68(2) and Reverse Charge notification

(v) Export of Services vide rule 6A of the Service Tax Rules, 1994

(vi) Mega exemption notification and other exemptions

(vii) Abatement notification

In furtherance to the above-mentioned decision, it is clarified that other topics viz., valuation of taxable service, payment of service tax and filing of returns, topics related to VAT etc. as covered in the Study Material will continue to apply as they used to apply before.
In view of the far-reaching changes effected with the introduction of negative list approach of taxation in service tax, Study Material and Practice Manual of Part-II: Service tax & VAT of Paper 4: Taxation (contained in Volume III) [November edition] have been completely revamped. Students may note that the revised Study Material and Practice Manual have been prepared in accordance with the abovementioned decision of the Examination Committee.
In other words, all the chapters of the revised Study Material and Practice Manual would be applicable for examination purposes.
Hence, students with the older editions of the Study Material and Practice Manual are advised to read the new edition [November edition].
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BASIC CONCEPTS OF SERVICE TAX
Introduction

In any Welfare State, it is the prime responsibility of the Government to fulfill the increasing developmental needs of the country and its people by way of public expenditure. India, being a developing economy, has been striving to fulfill the obligations of a Welfare State with its limited resources. The Government's primary sources of revenue are direct and indirect taxes. Central excise duty on the goods manufactured/produced in India and customs duties on imported goods constitute the two major sources of indirect taxes in India. However, revenue receipts from customs & excise have been declining due to World Trade Commitments and rationalization of commodity duties.

On the other hand, service sector has been growing phenomenally all over the world, though it may vary in degree and magnitude among the various countries. The growing importance of this sector can be gauged from the ever increasing contribution made by the service sector to GDP, thereby pushing back the contribution of traditional contributors like agriculture and manufacturing sectors. India is also not an exception to this changed phenomenon. In 2002, the service sector accounted for 49.2% of GDP while agriculture accounted for 25% and industry 25.8% of GDP. Continued growth in GDP accompanied by higher rate of growth in service sector promises new and wider avenues of taxation to the Government.

In the present day context, services are so widespread and encompass almost all activities like   management, banking, insurance, hospitality, administration, communication, entertainment, travel, wholesale distribution, retailing, research and development activities, other professional services, etc. Service sector is now occupying the center stage of the economy so much so that in the contemporary world, development of service sector has become synonymous with the advancement of the economy. Economists believe that with the phenomenal  development  of the service sector, the exclusion   of  the service sector from indirect taxation leads not only to the loss of considerable potential revenue, but also creates distortion in the allocation  of resources.  The distortion arises because the consumer starts making the choice between the consumption of goods and services.

Hence, the Government's argument was that substantial revenue should come from the service sector and the tax on goods (excise duty) should be complemented with the tax on services. The tax on services reduces the degree of intensity of taxation on manufacturing and trade without forcing the Government to compromise on the revenue needs, it will enable better pricing of its products by the manufacturing sector in the global market.

With these objectives in mind, service tax was introduced in India in 1994 and today it is envisaged as the tax of the future.

Genesis of service tax in India

The imposition of service tax was in sequel to the Report of the Chelliah Committee on Tax Reforms. On these recommendations, Dr. Manmohan Singh, the then Union Finance Minister, in his Budget speech (year 1994-95) introduced the new concept to tax services by mentioning
'There is no sound reason for exempting services from taxation, when goods are taxed and many countries treat goods and services alike for tax purposes. The Tax Reforms Committee has also recommended imposition of tax on services as a measure for broadening the base of indirect taxes. I, therefore, propose to make a modest effort in this direction by imposing a tax on services of telephones, non-life insurance and stock brokers." Thus, initially service tax was imposed on 3 services.

The baton then passed on to successive finance ministers who widened the service tax net in their rein. With the introduction of the Finance Act, 2012, India has embraced the new system of taxation of services by way of the introduction of negative list. Hence, with effect from July 1, 2012, there is comprehensive taxation of the entire service sector.

Constitutional Authority

The Government derives its power to levy taxes from the Constitution of India. Elaborate provisions have been made in the Constitution of India to regulate the power of taxation of both the Central Government and the State Governments.   Article 265 of the Constitution of India prohibits arbitrary collection of tax. It reads as:

"No tax shall be levied or collected except by authority of law."
Thus the Government may levy a tax on the citizens only under the authority of the Constitution of India. 
The Constitution, in its Schedule VII, has enumerated the matters on which the Central Government and the State Government can make laws. Such matters are divided into three categories--

a) List – I : Union List (It contains the matters in respect of which only the Central Government has the power of legislation)

b) List – II : State List (It contains the matters in respect of which only the State Government has the power of legislation)

c) List – III: Concurrent List (It contains the matters in respect of which both the Central and the State Governments have power of legislation).
Entries 82 to 92C of List I enumerate the subjects where the Central Government has power to levy taxes. Entries 45 to 63 of List II enumerate the subjects where the State Governments have the power to levy taxes.

Entry 92C of the Union List of the Seventh Schedule to the Constitution of India enables the Union to levy “Taxes on Services”. Initially there was no specific entry in the Union List for levying service tax. Service tax was levied by the Central Government by drawing power from entry 97 of the Union List. Entry 97 is a 'residuary entry' in List-I, which has been reproduced below:
“97 - Any other matter not enumerated in List II or List III including any tax not mentioned in either of those Lists.”

The 'residuary entry' provides wide powers to the Central Government in respect of taxation of the subjects not mentioned in the Lists given by the constitution.

However, as a result of deliberations between the States and the Centre and as per the recommendations of the various expert committees, entry 92C was introduced in the VII Schedule in the Union List vide Constitution (92nd Amendment) Act, 2003 with effect from 07.01.2004. Entry 92C reads as under: 

“92C - Taxes on services.”

A new Article 268A was inserted in the Constitution which reads as follows:

"268A (1) Taxes on services shall be levied by the Government of India and such tax shall be collected and appropriated by the Government of India and the State in the manner provided in clause (2).
(2) The proceeds in any financial year of any such tax levied in accordance with the provisions of clause (1) shall be--

(a) Collected by the Government of India and the States;
(b)  Appropriated by the Government of India and the States,

in accordance with such principles of collection and appropriation as may be formulated by the Parliament by law."

A consequential amendment to Article 270 of the Constitution was also made to enable Parliament to formulate by law, principles for determining the modalities of levying the service tax by the Central Government  and collection of  the proceeds thereof by the Central Government and the State Government.

With this amendment in the Constitution, the Central Government has become competent to enact a separate legislation on service tax.

Note: Although Parliament has passed the Constitutional amendment making entry 92C to Union List, this provision has not yet been made effective by the Parliament. Consequently, service tax is presently collected under the powers of Entry 97 only.

Service Tax Law

Service tax was introduced in the year 1994 but till date, there is no independent statute for levying service tax. However, following sources provide statutory provisions relating to service tax and can be broadly grouped under the following categories:

(a) Finance Act, 1994: The statutory provisions relating to levy of service tax on services were first promulgated through Chapter V of the Finance Act, 1994. Since then, Chapter V of the Finance Act, 1994 is working as the Act for the service tax levy. Later, in the year 2003, the Finance Act 2003 inserted Chapter VA to deal with advance rulings. In the year 2004, the provisions relating to levy of    'education cess' on the amount of service tax were made applicable through Chapter VI of the Finance (No.2) Act, 2004.

(b)  Rules on service tax: Section 94 of Chapter  V and section 96 -1 of Chapter VA of the Finance Act, 1994 grants power to the Central Government for making rules for effective carrying out the provisions  of these Chapters. Using these powers, the Central Government has issued Services Tax Rules 1994, Service Tax (Advance Rulings) Rules, 2003, Service Tax (Registration  of Special Category  of Persons) Rules, 2005, Service Tax (Determination  of Value) Rules, 2006, Point of Taxation  Rules, 2011 and Place of Provision of Service Rules, 2012.

Rules should be read with the statutory provisions contained in the Act. Rules are made for carrying out the provisions of the Act and the rules cannot override the provisions contained in the Act i.e. in short, the rules can never override the Act and in case of conflict Act will prevail.
(c)  Notifications on service tax: Sections 93 and 94 of Chapter V, and section 96-1 of Chapter VA of the Finance Act, 1994 empower the Central Government to issue notifications to exempt any service from service tax and to make rules to implement service tax provisions. Accordingly, notifications on service tax have been issued by the Central Government from time to time.   These notifications usually declare date of enforceability   of service tax provisions, provide rules relating to service tax, make amendments therein, provide or withdraw exemptions from service tax or deal with any other matter which the Central Government may think would facilitate the governance of service tax matters.

(d) Circulars or Office Letters (Instructions) on service tax: The Central Board of Excise and Customs (CBEC) issues departmental circulars or instruction letters from time to time to explain the scope of taxable services and the scheme of service tax administration etc. These circulars/instructions have to be read with the statutory provisions and notifications on service tax.

The circulars clarify the provisions of the Act and thus, bring out the real intention of the legislature. However, the provisions of any Act of the Parliament cannot be altered or contradicted or changed by the departmental circulars.

(e) Orders on service tax: Orders on service tax may be issued either by the CBEC or by the Central Government. Rule 3 of the Service Tax Rules, 1994, empowers the CBEC to appoint such Central Excise Officers as it thinks fit for exercising the powers under Chapter V of the Finance Act, 1994. Accordingly, orders have been issued by the CBEC, from time to time, to define jurisdiction of Central Excise Officers for the purposes of service tax.
(f) Trade Notices on service tax: Trade Notices are issued by the Central Excise/Service Tax Commissionerates. These Commissionerates receive various instructions from the Ministry of Finance or Central Board of Excise & Customs for effective implementation and administration of the various provisions of service tax law. The same are circulated among the field officers and the instructions which pertain to trade are communicated to them in the form of trade notices. Trade Associations are supplied with the copies of these trade notices.

Individual assesses may also apply for copies of trade notices. The trade notice disseminate the contents of the notifications and circulars/letters/orders, define their jurisdiction; identify the banks in which service tax can be deposited; give clarifications regarding service tax matters, etc.

The various components making service tax law have been represented in the following diagram:
SOURCES OF SERVICE TAX LAW



Selective vs. comprehensive coverage

Depending on the socio-economic compulsions, each country evolved a taxation system on services adopting either a comprehensive approach or a selective approach. In comprehensive approach all services are made taxable and a negative list is provided to exempt some of the services. In selective approach, selective services are subjected to service tax. While most of the developed countries, tax is levied on all the services with very few and limited exemptions.

India began its journey of taxation of services on July 1, 1994 with a selective approach for taxation of services. The first year had very modest collections of `407 crore. 

After appearing largely as just-another-tax for the first 8 years, with collections touching `3,302 crore in 2001-02, service tax took some giant leaps in the next 7 years, both on the back of wider coverage as well as increase in tax rate, reaching `60,941 crore in 2008-09.

Next two years saw the growth somewhat moderating with collections reaching `70,896 crore in 2010-11.

The buoyancy began once again on the back of some policy initiatives and Service Tax contributed `97,444 crore during 2011-12, an increase of nearly 37% over the previous year.
While the revenue expectations were often exceeded in all these years the administrative challenge began to assume unmanageable proportions. The newer additions to the list of services often raised issues of overlaps with the previously existing services, confounding both sides as to whether some activities were taxed for the first time or were already covered under an earlier, even if a little less specific head.
There was also a near unanimity across a wide section of thinkers that potential of service tax remained huge and largely untapped. Part of the problem identified was the lack of comprehensive taxation of services, not so much in the lack of coverage but more on account of lack of clarity and significant gaps in existing definitions, exposing the tax collection process to avoidable leakages and litigation.
Budget 2012 has ushered a new system of taxation of services; popularly known as Negative List. The new changes are a paradigm shift from the existing system where only services of specified descriptions are subjected to tax. In the new system all services, except those specified in the negative list, will be subject to taxation.
Administration of service tax

The Department of Revenue of the Ministry of Finance exercises control in respect of matters relating to all the direct and indirect taxes through two statutory Boards, namely, the Central Board of Direct Taxes (CBDT) and the Central Board of Excise and Customs (CBEC). Matters relating to the levy and collection of all the direct taxes (income tax, wealth tax etc.) are looked after by CBDT, whereas those relating to levy and collection of indirect taxes (customs duties, central excise duties etc.) fall within the purview of CBEC. The two Boards were constituted under the Central Board of Revenue Act, 1963.
The responsibility of administration and collection of service tax has also been vested upon the CBEC ('Board'). The Board administers service tax matters through the Central Excise Zones and each Zone, in turn works through Central Excise Commissionerate falling under its territory. Each zone is headed by a Chief Commissioner of Central Excise, while each Commissionerate is headed by a Commissioner of Central Excise.

The Chief Commissioner of Zone exercises supervision and control over the working of the Commissionerates in the Zone and is mainly responsible for monitoring revenue collection, disposal of pendencies, redressal of grievances of trade, etc. He also ensures coordination among the Commissionerates within the Zone.

(a) Director General (Service Tax): Considering the increasing workload due to the expanding coverage of service tax, it was decided to centralise all the work and entrust the same to a separate unit supervised by a very senior official. Accordingly, the office of Director General (Service Tax) was formed in the year 1997. It is headed by the Director General (Service Tax). The functions and powers of Director General (Service Tax) are as follows:
(1) To ensure that proper establishment and infrastructure has been created under different Central Excise Commissionerates to monitor the collection and assessment of service tax.

(2) To study the staff requirement at field level for proper and effective implementation of service tax.

(3) To study as to how the service tax is being implemented in the field and to suggest measures as may be necessary to increase revenue collection or to streamline procedures.

(4) To undertake study of law and procedures in relation to service tax with a view to simplify the service tax collection and assessment and make suggestions thereon.

(5) To form a data base regarding the collection of service tax from the date of its inception in 1994 and to monitor the revenue collection from service tax.

(6) To inspect the service tax cells in the Commissionerate to ensure that they are functioning effectively.

(7) To undertake any other functions as assigned by the Board from time to time.

The Directorate of Service Tax coordinates between the CBEC and Central Excise Commissionerates. It also monitors the collection and the assessment of service tax. It compiles the service tax revenue reports received from various Central Excise Commissionerates and monitors the performances of the Commissionerates. It scrutinises the correspondences received from field formations and service providers and replies to the clarifications sought for, wherever possible. In cases where the doubts/clarification sought

involves policy matter, the Directorate appraises the Board for issuing clarification/instruction.

The administrative machinery of the service tax law can be understood with the help of the following diagram:
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Role of a Chartered Accountant

Since with the introduction of the negative list the gamut of service tax has expanded substantially, there would be a great need for professionals to advice and assist the assessees. A chartered accountant with strong grounding in accounting coupled with his training and experience is well-equipped to position himself in the role as an advisor and facilitator for due compliance of service tax law. The nature of professional services could be:

(a) Advisory services : With the comprehensive coverage of service tax, a great deal of professional acumen would be required to interpret and understand the law and advise the applicability of service tax qua an activity or service. A chartered accountant would be able to fill this void.

(b) Procedural compliance: The service tax law envisages registration, payment of tax, filing returns and assessments involving interface with the excise department. A chartered accountant with his experience and expertise would be the best person to assist the assessee in all the above functions and ensure compliance.

(c) Personal representation: As per the service tax law read with the Central Excise Act and Rules, a chartered accountant is allowed to appear before the assessment authority, Commissioner (Appeals) (first appeal) and Tribunal (second appeal). Here too with his experience and expertise a chartered accountant would be well positioned to represent his clients. When the matter goes up to the High Court or Supreme Court, the chartered accountant can assist/ advise the advocates.

(d) Certification and audit: With the widening of tax base there will be a phenomenal growth in the number of service tax assessees. In the ensuing years the department would have to evolve a mechanism where there is management by exception i.e. generally accept all the returns as correct and pick and choose those returns which need detailed scrutiny. In this mechanism a chartered accountant could be of great assistance. Service tax returns and financial statements could be certified by the chartered accountant from the perspective of service tax similar to an audit under section 44AB of the Income-tax Act.

(e) Onerous task to keep pace : The service tax like excise is administered more by way of trade notices issued by various Commissionerates. A chartered accountant will have to keep himself abreast of the latest notifications and trade notices in addition to the changes in law so as to meet the client expectations. Thus, in order to render good value added services in the area of service tax a chartered accountant has an onerous task to keep pace with the latest in the legal front.

Extent, Commencement and Application [Section 64]

I. Extent & commencement: The Finance Act, 1994 came into force from 1.7.1994. Vide section 64(1), the provisions of the Act extends to the whole of the country except the State of Jammu and Kashmir, and vide section 64(3), the levy applies to all “taxable services provided”.

Provisions of the Act do not extend to Jammu & Kashmir

(a) Service provided in Jammu & Kashmir not liable to service tax: Since the provisions of the Finance Act, 1994 do not extend to Jammu & Kashmir, services provided in the State of Jammu and Kashmir are not liable to service tax.

(b) Reason: As per Article 370 of the Constitution, any Act of Parliament applies to Jammu & Kashmir only with concurrence of State Government. Since, no such concurrence has been obtained in respect of Finance Act, 1994; the provisions of service tax are not applicable in the state of Jammu and Kashmir.

(c) Services provided from Jammu & Kashmir outside Jammu & Kashmir liable to service tax: Service tax will not be payable if services are provided in Jammu & Kashmir. However, if a person from Jammu & Kashmir provides the service outside Jammu & Kashmir in any other part of India, the service will be liable to service tax, as the location where service is consumed is relevant. Merely because the office of the service provider is situated in Jammu & Kashmir, it does not mean that service is provided in Jammu & Kashmir.

II. Levy of service tax: Levy of service tax extends to whole of India except Jammu and Kashmir.
‘India’ means,—

(a) the territory of the Union as referred to in clauses (2) and (3) of article 1 of the Constitution;

(b) its territorial waters, continental shelf, exclusive economic zone or any other maritime zone as defined in the Territorial Waters, Continental Shelf, Exclusive Economic Zone and other Maritime Zones Act, 1976;

(c) the seabed and the subsoil underlying the territorial waters;

(d) the air space above its territory and territorial waters; and

(e) the installations, structures and vessels located in the continental shelf of India and the exclusive economic zone of India, for the purposes of prospecting or extraction or production of mineral oil and natural gas and supply thereof [Section 65B(27)].
Indian territorial waters extend upto 12 nautical miles from the Indian land mass.

Definition of Service [Section 65B(44)]

Earlier, under the selective approach of taxation of services, the word “service” was nowhere defined in the Finance Act, 1994. In the negative list approach of taxation of services, the definition of service gains paramount importance. In order to determine whether a person is liable to pay service tax, the first question he needs to answer is whether the activity undertaken by him comes within the ambit of definition of “service”. Consequently, section 65B(44) defines the word “service”. For ease of understanding, the definition of service tax may be divided into three sections:-

I. Meaning of service

Service means

(i) any activity for consideration

(ii) carried out by a person for another and

(iii) includes a declared service.

II. Exclusions

However, a service shall not include:-
(a) an activity which constitutes merely,—
(i) a transfer of title in goods or immovable property, by way of sale, gift or in any other manner; or

(ii) such transfer, delivery or supply of any goods which is deemed to be a sale within the meaning of clause (29A) of article 366 of the Constitution; or

(iii) a transaction in money or actionable claim;

(b) a provision of service by an employee to the employer in the course of or in relation to his employment;

(c) fees taken in any Court or tribunal established under any law for the time being in force.

III. Explanations

Explanation 1

For the removal of doubts, it is hereby declared that nothing contained in this clause shall apply to,—
(A) the functions performed by the Members of Parliament, Members of State Legislative, Members of Panchayats, Members of Municipalities and Members of other local authorities who receive any consideration in performing the functions of that office as such member; or 
(B) the duties performed by any person who holds any post in pursuance of the provisions of the Constitution in that capacity; or

(C) the duties performed by any person as a Chairperson or a Member or a Director in a body established by the Central Government or State Governments or local authority and who is not deemed as an employee before the commencement of this section.
Explanation 2

For the purposes of this clause, transaction in money shall not include any activity relating to the use of money or its conversion by cash or by any other mode, from one form, currency or denomination, to another form, currency or denomination for which a separate consideration is charged.

Explanation 3

For the purposes of this Chapter,—

(a) an unincorporated association or a body of persons, as the case may be, and a member thereof shall be treated as distinct persons;

(b) an establishment of a person in the taxable territory and any of his other establishment in a non-taxable territory shall be treated as establishments of distinct persons.

Explanation 4

A person carrying on a business through a branch or agency or representational office in any territory shall be treated as having an establishment in that territory.

Each of these sections has been discussed /analysed in detail as follows:

(i) Meaning of service

Service means

I. ANY ACTIVITY FOR CONSIDERATION

(a) What is an Activity?

The word ‘activity’ is a term with very wide connotation. It has not been defined in the Finance Act, 1994. However, in terms of the common understanding of the word, activity would include:-
(i) an act done

(ii) a work done

(iii) a deed done

(iv) an operation carried out

(v) execution of an act

(vi) provision of a facility etc.

Activity could be active or passive and would also include forbearance to act.

(b) What is a consideration?

Explanation (a) to section 67 of the Act provides an inclusive definition of consideration. Hence, for better understanding, it would be preferable to refer definition of the ‘consideration’ as given in section 2 (d) of the Indian Contract Act, 1872 as follows-
“When, at the desire of the promisor, the promisee or any other person has done or abstained from doing, or does or abstains from doing, or promises to do or to abstain from doing, something, such act or abstinence or promise is called a consideration for the promise”.

In other words, ‘consideration’ means everything received or recoverable in return for a provision of service which includes monetary payment and any consideration of non- monetary nature or deferred consideration as well as recharges between establishments located in a non-taxable territory on one hand and taxable territory on the other hand.
Monetary consideration and non-monetary consideration

1. Monetary consideration means any consideration received in the form of money. Money means legal tender, cheque, promissory note, bill of exchange, letter of credit, draft, pay order, traveller cheque, money order, postal or electronic remittance or any such similar instrument but shall not include any currency that is held for its numismatic value.
2. Non-monetary consideration essentially means compensation in kind such as the following:

· Supply of goods and services in return for provision of service 

· Refraining or forbearing to do an act in return for provision of service

· Tolerating an act or a situation in return for provision of a service

· Doing or agreeing to do an act in return for provision of service.

Examples of non-monetary consideration are as follows:-

(a) Rohit agrees to dry clean Shobit’s clothes, and in return, Shobit agrees to click Rohit’s photograph.

(b) Sagar agrees not to open dry clean shop in Naresh’s neighborhood, and in return, Naresh agrees not to open photography shop in Sagar’s neighborhood.

(c) Pushkar agrees to design Bharat’s house, and in return, Bharat agrees not to object to construction of Pushkar’s house in his neighborhood.

(d) Akash agrees to construct 3 flats for Bhola on land owned by Bhola, and in return, Bhola agrees to provide one flat to Akash without any monetary consideration.

(c) Activity for consideration
(i) Implications of the condition that activity should be carried out for a ‘consideration’:-
· To be taxable, an activity should be carried out by a person for a ‘consideration’.

· Activity carried out without any consideration like donations, gifts or free charities are therefore outside the ambit of service. For example, grants given for a research where the researcher is under no obligation to carry out a particular research would not be a consideration for such research.

· An act by a charity for consideration would be a service and taxable unless otherwise exempted.

· Conditions in a grant stipulating merely proper usage of funds and furnishing of account also will not result in making it a provision of service.

(ii) Concept of activity for consideration

The concept ‘activity for a consideration’ involves an element of contractual relationship wherein the person doing an activity does so at the desire of the person for whom the activity is done in exchange for a consideration.

An activity done without such a relationship i.e. without the express or implied contractual reciprocity of a consideration would not be an ‘activity for consideration’ even though such an activity may lead to accrual of gains to the person carrying out the activity. 
The significant points to be noted in this regard are as follows:-
(a) Direct and immediate link between activity and consideration

(i) Direct link: It implies that there should be a direct link and not any casual link between activity and consideration.
· Services received from government against taxes paid not taxable per se, as no direct link is there.

· Free seminar to educate about prudent investment indirectly promoting a mutual fund, in this case also direct link is missing.

· Services received from a club against membership, there is a direct link of making the facilities available for use, whether or not immediately used.

(ii) Immediate connection: It implies that there should be an immediate and not remote connection between activity and consideration. Consideration may actually be payable at a later point of time but linkage should be immediate. 

For instance, in case an award is received in consideration for life time contribution, there is no immediate connection and hence, it is not taxable e.g. Nobel Prize.
(b) Not to include any activity where no such reciprocity

(i) Activity without consideration not taxable
Examples of an activity without consideration are as follows:-
· Tourism information free of charge

· Access to free TV channels

· An artist performing on a street where passersby may drop some coins in his bowl kept either after feeling rejoiced or out of compassion

· Large number of governmental activities for citizens
(ii) Consideration without activity not taxable
Examples of consideration without an activity are as follows:-
· Personal obligations e.g. pocket money

· Amount paid as alimony for divorce

· Donations without conditions

· Pure gifts

· Tips and ex-gratia payments

(c) Consideration for service may be paid by a person other than the person receiving the benefit of the service

The consideration for a service may be provided by a person other than the person receiving the benefit of service 

For example, holding company may pay for services that are provided to its associated companies.
Whether following payments constitute a consideration for provision of service?
	S. No. 
	Nature of payment
	Whether it is consideration for service?

	1.
	Imposition of a fine or a penalty for violation of a provision of law. Is fine or penalty the consideration for the activity of breaking the law?
	In order to be service, an activity has to be carried out for a consideration. Therefore fines and penalties which are legal   consequences of   a   person's actions are not in the nature of consideration for an activity.

	2.
	Amount received in settlement of dispute.
	Would depend on the nature of dispute. Per se such amounts are not consideration unless it represents a portion of the consideration for an activity that has been carried out. If the dispute itself pertains to consideration relating to service then it would be a part of consideration.

	3.
	Amount received as advances for performance of service.
	Such advances are consideration for the agreement to perform a service.

	4.
	Deposits returned on cancellation of an agreement to provide a service.
	Returned deposits are in the nature of a returned consideration. If tax has already been paid the tax payer would be entitled to refund to the extent specified and subject to provisions of law in this regard.

	5.
	Advance forfeited for cancellation of an agreement to provide a service.
	Since service becomes taxable on an agreement to provide a service such forfeited deposits would represent consideration for the agreement that was entered into for provision of service.

	6.
	Security deposit that is returnable on completion of provision of service. 
	Returnable deposit is in the nature of security and hence do not represent consideration for service. However if the deposit is in the nature of a colorable device wherein the interest on the deposit substitutes for the consideration for service provided or the interest earned has a perceptible impact on the consideration charged for service then such interest would form part of gross amount received for the service. Also security deposit should not be in lieu of advance payment for the service.

	7.
	Security deposits forfeited for damages done by service receiver in the course of receiving a service.
	If the forfeited deposits relate to accidental damages due to unforeseen actions not relatable to provision of service then such forfeited deposits would not be a consideration in terms of

clause (vi) of sub-rule (2) of rule 6 of the Valuation Rules.

	8.
	Excess payment made as a result of a mistake
	If returned it is not consideration. If not returned and retained by the service provider it becomes a part of the taxable value.

	9.
	Demurrages payable for use of services beyond the period initially agreed upon e.g.

retention of containers beyond the normal period.
	This will be consideration.


II. ACTIVITY MUST BE CARRIED OUT BY A PERSON FOR ANOTHER

The phrase ‘provided by one person to another’ signifies that there must be two distinct entities-service provider and service receiver. Hence, services provided by a person to self are outside the ambit of taxable service. For instance, a service provided by one branch of a company to another or to its head office or vice-versa are not services provided by one person to another.

Person includes,—

(i) an individual,

(ii) a Hindu undivided family,

(iii) a company,

(iv) a society,

(v) a limited liability partnership,

(vi) a firm,

(vii) an association of persons or body of individuals, whether incorporated or not,

(viii) Government,

(ix) a local authority, or

(x) every artificial juridical person, not falling within any of the preceding sub-clauses

[Section 65B(37)].
Exceptions

General rule - Only services provided by a person to another are taxable. Explanation 3carves out two exceptions to the general rule:-
· an establishment of a person located in taxable territory and another establishment of such person located in non-taxable territory are treated as establishments of distinct persons.

· an unincorporated association or body of persons and members thereof are also treated as distinct persons.

Hence, such persons shall be deemed to be separate persons and thus, services provided by these persons would be taxable.

For example, services provided by a club to its members and services provided by the branch office of a multinational company to the headquarters of the multi-national company located outside India would be taxable provided other conditions relating to taxability of service are satisfied.
III. SERVICE INCLUDES DECLARED SERVICE

Declared service means any activity carried out by a person for another person for consideration and declared as such under section 66E [Section 65B(22)]. The provisions relating to declared service have been explained in detail in Paper 8: Indirect Tax Laws at the Final level.
(ii) Exclusions
Exclusions from definition of service

                                                                   I   mmovable property

                                                                  M  ovable property

                                                                  A   ctionable claims

                                                                  G   oods

                                                                  E   mployee
(a) Clause (a)(i) of exclusions

Activity to be taxable should not constitute only a transfer in title of goods or immovable property by way of sale, gift or in any other manner

Mere transfer of title in goods or immovable property by way of sale, gift or in any other manner for a consideration does not constitute service. However, a transaction which in addition to a transfer of title in goods or immovable property involves an element of another activity carried out or to be carried out by the person transferring the title would not be outrightly excluded from the definition of service.
Meaning of goods and immovable property

Goods means every kind of movable property other than actionable claim and money; and includes securities, growing crops, grass, and things attached to or forming part of the land which are agreed to be severed before sale or under the contract of sale [Section 65B(25)].
Immovable property has not been defined in the Act. Therefore the definition of immovable property in the General Clauses Act, 1897 will be applicable which defines immovable property to include land, benefits to arise out of land, and things attached to the earth, or permanently fastened to anything attached to the earth.
(b) Clause (a)(ii) of exclusions

Activity to be taxable should not constitute merely a transfer, delivery or supply of goods which is deemed to be a sale of goods within the meaning of clause (29A) of article 366 of the Constitution

It may be noted that although the transfer of title by way of sale of goods is already excluded under clause (i) above, deemed sales have been excluded specifically by this clause. The reason for the same is that some categories of deemed sales do not involve transfer of title in goods like transfer of goods on hire-purchase or transfer of right to use goods. Accordingly, deemed sales have been specifically excluded. 

The six categories of deemed sales as defined in article 366(29A) of the Constitution are –
· transfer, otherwise than in pursuance of a contract, of property in any goods for cash, deferred payment or other valuable consideration

· transfer of property in goods (whether as goods or in some other form) involved in the execution of a works contract

· delivery of goods on hire-purchase or any system of payment by installments 

· transfer of the right to use any goods for any purpose (whether or not for a specified period) for cash, deferred payment or other valuable consideration

· supply of goods by any unincorporated association or body of persons to a member thereof for cash, deferred payment or other valuable consideration

· supply, by way of or as part of any service or in any other manner whatsoever, of goods, being food or any other article for human consumption or any drink (whether or not intoxicating), where such supply or service, is for cash, deferred payment or other valuable consideration.
(c) Clause (a)(iii) of exclusions

Transactions only in money or actionable claims do not constitute service

Clause (a)(iii) of exclusions has to be read in conjunction with Explanation 2.

Explanation 2 clarifies that for the purposes of this clause, transaction in money shall not include any activity relating to the use of money or its conversion by cash or by any other mode, from one form, currency or denomination, to another form, currency or denomination for which a separate consideration is charged.
The implications of this explanation are that while mere transactions in money are outside the ambit of service, any activity related to a transaction in money by way of its use or conversion by cash or by any other mode, from one form, currency or denomination to another form, currency or denomination would not be treated as a transaction in money if a separate consideration is charged for such an activity. While the transaction in money, per-se, would be outside the ambit of service the related activity, for which a separate consideration is charged, would not be treated as a transaction of money and would be chargeable to service tax if other elements of taxability are present. 

For example, a foreign exchange dealer while exchanging one currency for another also charges a commission (often inbuilt in the difference between the purchase price and selling price of forex). The activity of exchange of currency, per-se, would be a transaction only in money, the related activity of providing the services of conversion of forex, documentation and other services for which a commission is charged separately or built in the margins would be very much a ‘service’.
Whether the following transactions come under ‘transaction only in money’?
	S. No. 
	Nature of transactions
	Whether come under transaction only in money?

	1.
	A business chit fund
	In business chit fund since certain commission received from members is retained by the promoters as consideration for providing services in relation to the chit fund, it is not a transaction only in money. The consideration received for such services is therefore chargeable to service tax.

	2.
	Making of a draft or a pay order by a bank be a transaction
	No. Since the bank charges a commission for preparation of a bank draft or a pay order it is not a transaction only in money. However, for a draft or a pay order made by bank the service provided would be only to the extent of commission charged for the bank draft or pay order.

The money received for the face value of such instrument would not be consideration for a service since to the extent of face value of the instrument it is only a transaction in money.

	3.
	An investment
	Investment of funds by a person with another for which the return on such investment is returned or repatriated to the investors without retaining any portion of the return on such investment of funds is a transaction only in money. Thus a partner being admitted in a partnership against his share

will be a transaction in money. However, if a commission is charged or a portion of the return is retained as service charges, then such commission or portion of return is out of the purview of transaction only in money and hence taxable.

Also, if a service is received in lieu of an investment it would cease to be a transaction only in money to the extent the investment represents the consideration for the service received.

	4.
	Debt collection services or credit control services
	No. Such services provided for consideration are taxable.

	5.
	Sale, purchase, acquisition or assignment of a

secured debt like a mortgage
	Yes. However, if a service fee or processing fee or any other charge is collected in the course of transfer or assignment of a debt then the same would be chargeable to service tax.


Money means legal tender, cheque, promissory note, bill of exchange, letter of credit, draft, pay order, traveller cheque, money order, postal or electronic remittance or any such similar instrument but shall not include any currency that is held for its numismatic value [Section 65B(33)].

Actionable claim means a claim to any debt, other than a debt secured by mortgage of immovable property or by hypothecation or pledge of movable property, or to any beneficial interest in movable property not in the possession, either actual or constructive, of the claimant, which the civil courts recognize as affording grounds for relief, whether such debt or beneficial interest be existent, accruing, conditional or contingent [Section 65B(1)].
Illustrations of actionable claims are -

--Unsecured debts

--Right to participate in the draw to be held in a lottery.

(d) Clause (b) of exclusions

Provision of service by an employee to the employer is outside the ambit of service Not all services provided by an employee to the employer are outside the ambit of services. Only services that are provided by the employee to the employer in the course of employment are outside the ambit of services. Services provided outside the ambit of employment for a consideration would be a service. For example, if an employee provides his services on contract basis to an associate company of the employer, then this would be treated as provision of service.
Whether the following be regarded as services in course of employment
	S. No. 
	Nature of services
	Whether regarded as services in course of employment

	1.
	Services provided on contract basis by a

person to another
	No. Services provided on contract basis i.e. principal-to-principal basis are not services provided in the course of employment.

	2.
	Services provided by a casual worker to employer who gives wages on daily basis to the worker.
	Yes. These are services provided by the worker in the course of employment.

	3.
	In case the casual workers are employed by

a contractor, like a building contractor or

security agency ser vices, who deploys them for execution of a contract or for provision of security services to a client.
	Yes. Services provided by the worker to the contractors are in the course of employment.

However, services provided by the contractor to his client by deploying such workers would not be a service provided by the workers to the client in the course of employment. The consideration received by the contractor would therefore be taxable if other conditions of taxability are present.


(iii) Explanations

Explanation 1 clarifies that ‘service’ does not cover functions or duties performed by Members of Parliament, State Legislatures, Panchayat, Municipalities or any other local authority, any person who holds any post in pursuance of the provisions of the Constitution or any person as a Chairperson or a Member or a Director in a body established by the Central or State Governments or local authority and who is not deemed as an employee.

Explanation 2 & 3 have already been discussed at the relevant places.
Explanation 4 explains that a branch or an agency of a person through which the person carries out business is also an establishment of such person.

Charge of Service Tax [Section 66B]

Section 66B is the charging section of the Act, which provides that there shall be levied a tax (hereinafter referred to as the service tax) at the rate of 12% on the value of all services, other than those services specified in the negative list, provided or agreed to be provided in the taxable territory by one person to another and collected in such manner as may be prescribed. The effective rate of service tax is 12%; plus education cess of 2% and secondary & higher education cess of 1%.
(a) Provided or agreed to be provided: The implications of this phrase are –
· Services which have only been agreed to be provided but are yet to be provided are also taxable.

· Receipt of advances for services agreed to be provided become taxable before the actual provision of service.

· Advances that are retained by the service provider in the event of cancellation of contract of service by the service receiver become taxable as these represent consideration for a service that was agreed to be provided.

However, it is important to note that the liability to pay the service tax on a taxable service arise the moment it is agreed to be provided without actual provision of service. The liability to pay tax arises in such cases at the point of taxation which is determined as per the Point of Taxation Rules, 2011 (discussed in detail in Chapter 2).

(b) Provided in the taxable territory

The service must have been provided in the taxable territory.

Taxable territory means the territory to which the provisions of this Chapter apply i.e. the whole of territory of India other than the State of Jammu and Kashmir [Section 65B(52)].
(c) Service should not be specified in the negative list

As per section 66B, to be taxable a service should not be specified in the negative list. The negative list of services has been specified in section 66D of the Act.
Education Cess and Secondary and Higher Education Cess

(a) Education cess (EC): An education cess is levied @ 2%, calculated on the service tax on all taxable services. The education cess so collected is utilized for providing and financing universalized quality basic education.
(b) Secondary and higher education cess (SHEC): Further, with effect from 11.05.2007, a secondary and higher education cess @ 1% is also being imposed on services liable to service tax.
Thus, the effective rate of service tax becomes 12.36%.
Points to be noted regarding EC & SHEC

(a) Service tax, education cess and secondary and higher education cess should be shown separately in the invoice.

(b) These cesses paid on input services are available as credit for payment of cesses on output services or final products.

(c) The education cess and secondary and higher education cess on taxable services are in addition to the tax chargeable on such taxable services, under Chapter V of the Finance Act, 1994.

(d) The provisions of Chapter V of the Finance Act, 1994 and the rules made thereunder, including those relating to refunds and exemptions from tax and imposition of penalty, apply in relation to the levy and collection of the education cess and secondary and higher education cess also, as they apply in relation to the levy and collection of tax on such taxable services.

Negative list of services [Section 66D]

The charging section-section 66B of the Finance Act, 1994, inter alia, provides that service tax shall be levied on all services, except the services specified in the negative list. Accordingly, section 66D of the Act has specified the list of services consisting of 17 heads of services which is termed as 'Negative List'. In a comprehensive tax regime, this 'Negative List' is of paramount importance because every activity not covered under this list is chargeable to service tax.
The negative list shall comprise of the following services, namely:—

(a) services by Government or a local authority excluding the following services to the extent they are not covered elsewhere—
(i) services by the Department of Posts by way of speed post, express parcel post, life insurance, and agency services provided to a person other than Government;

(ii) services in relation to an aircraft or a vessel, inside or outside the precincts of a port or an airport;

(iii) transport of goods or passengers; or

(iv) support services, other than services covered under clauses (i) to (iii) above, provided to business entities;
(b) services by the Reserve Bank of India;
(c) services by a foreign diplomatic mission located in India;
(d) services relating to agriculture or agricultural produce by way of—
(i) agricultural operations directly related to production of any agricultural produce including cultivation, harvesting, threshing, plant protection or seed testing;

(ii) supply of farm labour;

(iii) processes carried out at an agricultural farm including tending, pruning, cutting, harvesting, drying, cleaning, trimming, sun drying, fumigating, curing, sorting, grading, cooling or bulk packaging and such like operations which do not alter the essential characteristics of agricultural produce but make it only marketable for the primary market;

(iv) renting or leasing of agro machinery or vacant land with or without a structure incidental to its use;

(v) loading, unloading, packing, storage or warehousing of agricultural produce;

(vi) agricultural extension services;

(vii) services by any Agricultural Produce Marketing Committee or Board or services provided by a commission agent for sale or purchase of agricultural produce;

(e) trading of goods;

(f) any process amounting to manufacture or production of goods;

(g) selling of space or time slots for advertisements other than advertisements broadcast by radio or television;

(h) service by way of access to a road or a bridge on payment of toll charges;

(i) betting, gambling or lottery;

(j) admission to entertainment events or access to amusement facilities;

(k) transmission or distribution of electricity by an electricity transmission or distribution utility;

(l) services by way of—
(i) pre-school education and education up to higher secondary school or equivalent;

(ii) education as a part of a curriculum for obtaining a qualification recognised by any law for the time being in force;

(iii) education as a part of an approved vocational education course;

(m) services by way of renting of residential dwelling for use as residence;

(n) services by way of—
(i) extending deposits, loans or advances in so far as the consideration is represented by way of interest or discount;

(ii) inter se sale or purchase of foreign currency amongst banks or authorised dealers of foreign exchange or amongst banks and such dealers;

(o) service of transportation of passengers, with or without accompanied belongings, by—
(i) a stage carriage;

(ii) railways in a class other than—
(A) first class; or

(B) an airconditioned coach;

(iii) metro, monorail or tramway;

(iv) inland waterways;

(v) public transport, other than predominantly for tourism purpose, in a vessel between places located in India; and

(vi) metered cabs, radio taxis or auto rickshaws;

(p) services by way of transportation of goods—
(i) by road except the services of—
(A) a goods transportation agency; or

(B) a courier agency;

(ii) by an aircraft or a vessel from a place outside India up to the customs station of clearance in India; or

(iii) by inland waterways;

(q) funeral, burial, crematorium or mortuary services including transportation of the deceased.
ANALYSIS

Analysis of each of the entries of negative list in detail:-
1. Entry (a): Services by Government or Local Authority, entry (o): Transportation of passengers & entry (p): Transportation of goods
All the services provided by the Government or a local authority are not chargeable to service tax.
Meaning of Government

Government has no where been defined in the Finance Act, 1994 or the rules made thereunder. As per General Clauses Act, 1897,
Government shall include both the Central Government and any State Government [Section 3(23) of the General Clauses Act, 1897].

It would include various departments and offices of the Central or State Government or the Union Territory Administrations which carry out their functions in the name and by order of the President of India or the Governor of a State.
Meaning of local authority
Local authority means—

(a) Panchayat as referred to in clause (d) of article 243 of the Constitution.

(b) Municipality as referred to in clause (e) of article 243P of the Constitution.

(c) Municipal Committee and a District Board, legally entitled to, or entrusted by the Government with, the control or management of a municipal or local fund.

(d) Cantonment Board as defined in section 3 of the Cantonments Act, 2006.

(e) Regional council or a district council constituted under the Sixth Schedule to the Constitution.

(f) Development board constituted under article 371 of the Constitution.

(g) Regional council constituted under article 371A of the Constitution [Section 65B(31)].

Exceptions:

However, the following services, even if provided by the Government or local authority, are taxable:-
(i) Services by the Department of Posts by way of speed post, express parcel post, life insurance, and agency services provided to a person other than Government;

(ii) Services in relation to an aircraft or a vessel, inside or outside the precincts of a port or an airport;

(iii) Transport of goods or passengers; or

(iv) Support services, other than services covered under clauses (i) to (iii) above, provided to business entities.
Rationale behind taxing certain activities of the Government or local authorities

Only those activities of Government or local authorities are taxed where similar or substitutable services are provided by private entities. The rationale is as follows-
· to provide a level playing field to private entities in these areas as exemption to Government in such activities would lead to competitive inequities; and
· to avoid break in CENVAT chain as the support services provided by Government are normally in the nature of intermediary services.

I. SERVICES BY THE DEPARTMENT OF POSTS PROVIDED TO A PERSON OTHER THAN GOVERNMENT

Following services provided to a person other than Government, by the Department of Posts are taxable:-

(a) Speed post: provides time-bound and express delivery of letters, documents and parcels across the nation and around the world. Now-days, speed posts can be tracked on a daily basis with the help of speed post tracking service started by Postal Department of India.

(b) Express parcel post: Express Parcel Post is fast and reliable service for sending the parcels upto 35 kg within India. It provides convenience to the customers by picking up from customer’s premises and delivering to consignee.

(c) Life insurance: Post offices offer insurance under two schemes:
(a) Postal Life Insurance

(b) Rural Postal Life Insurance.

(d) Agency services: includes distribution of mutual funds, bonds, passport applications, collection of telephone and electricity bills, which are provided by the Department of Posts to non-Government entities.

Services provided by Department of Posts NOT liable to service tax

Therefore, the following services provided by Department of Posts are not liable to service tax:-
· Basic mail services known as postal services such as post card, inland letter, book post, registered post provided exclusively by the Department of Posts to meet the universal postal obligations.

· Transfer of money through money orders, operation of savings accounts, issue of postal orders, pension payments and other such services.

Illustration: Lakhanpur Post Office provided the following services to persons other than Government during the quarter ending 31.03.2013:-
	Services rendered
	Amount (`)

	Basic mail services 
	1,00,000

	Transfer of money through money orders
	5,00,000

	Operation of saving accounts
	1,50,000

	Rural postal life insurance services
	2,00,000

	Distribution of mutual funds, bonds and passport applications
	5,00,000

	Issuance of postal orders
	3,00,000

	Collection of telephone and electricity bills
	1,00,000

	Pension payment services
	50,000

	Speed post services
	5,00,000

	Express parcel post services
	2,00,000


Compute the service tax liability of Lakhanpur Post Office for the quarter ending 31.03.2013.

Notes:

1. Point of taxation for all the aforesaid cases fall during the quarter ending 31.03.2013.

2. All the service charges stated above are exclusive of service tax.

3. Small Service Providers’ exemption need not be taken into account while solving the aforesaid question.
Solution:

Services provided by the Government or a local authority are not chargeable to service tax as they are included in the negative list. However, following services provided to a person other than Government, by the Department of Posts are excluded from the negative list:-
(i) Speed post

(ii) Express parcel post

(iii) Rural postal Life Insurance

(iii) Agency services which include distribution of mutual funds, bonds, passport applications, collection of telephone and electricity bills, etc. 
Hence, the aforesaid services are taxable.

Thus, the amount of service tax payable by Lakhanpur Post Office for the quarter ending 31.03.2013 would be as follows:-
	Particulars
	Amount(`)

	Basic mail services
	Nil

	Transfer of money through money orders
	Nil

	Operation of saving accounts
	Nil

	Rural postal life insurance services
	2,00,000

	Distribution of mutual funds, bonds and passport applications
	5,00,000

	Issue of postal orders
	Nil

	Collection of telephone and electricity bills
	1,00,000

	Pension payments
	Nil

	Speed post services
	5,00,000

	Express parcel post
	  2,00,000

	Value of taxable service
	15,00,000

	Service tax @ 12% [15,00,000×12%]
	1,80,000

	Education cess @ 2% [1,80,000×2%]
	3,600

	Secondary and higher education cess @ 1% [1,80,000×1%]
	     1,800

	Service tax liability
	1,85,400


II. SERVICES IN RELATION TO AN AIRCRAFT OR A VESSEL, INSIDE OR OUTSIDE THE PRECINCTS OF A PORT OR AN AIRPORT

Services in relation to an aircraft or a vessel, inside or outside the precincts of a port or an airport provided by Government or local authority are taxable.

1. Aircraft means any machine which can derive support in the atmosphere from reactions of the air, other than reactions of the air against the earth's surface and includes balloons, whether fixed or free, airships, kites, gliders and flying machines [Section 65B(7)].
2. Airport means a landing and taking off area for aircrafts, usually with runways and aircraft maintenance and passenger facilities and includes aerodrome**[Section 65B(8)]. 
**Aerodrome means any definite or limited ground or water area intended to be used, either wholly or in part, for the landing or departure of aircraft, and includes all buildings, sheds, vessels, piers and other structures thereon or appertaining thereto.

3. As per section 65B(38), port covers two types of ports:-
(i) Major ports as defined under section 2(q) of the Major Port Trusts Act, 1963 

Port means any major port to which this Act applies within such limits as may, from time to time, be defined by the Central Government for the purposes of this Act by notification in the Official Gazette, and, until a notification is so issued, within such limits as may have been defined by the Central Government under the provisions of the Indian Ports Act.
(ii) Other ports as defined under section 3(4) of the Indian Ports Act, 1908

Port includes also any part of a river or channel in which this Act is for the time being in force.

4. Vessel includes anything made for the conveyance, mainly by water, of human beings or of goods and a caisson [Section 65B(53)].

III. TRANSPORT OF GOODS OR PASSENGERS

Services of transport of passengers and goods have been specifically dealt with in clause (o) and (p). Here we are discussing the complete taxability of transport of passengers and goods. As a result of the combined study of the clause (o), (p) and this part of entry (a), the taxability of transport of passengers and goods is under:-

A. Transport of passengers

Transport of passengers by Government or local authority is generally taxable. However, following services of transportation of passengers,(whether provided by Government or otherwise) with or without accompanied belongings are not taxable:—
(i) Transport of passengers by a stage carriage

Vehicles which can carry more than six passengers shall be included here. In other words, carriages running under public transport shall not be taxable.
It may be noted that transport of passengers by vehicles under contract carriage is outside the purview of this entry. However, specific exemption is available to services of transport of passengers by a contract carriage for transportation of passengers, excluding tourism, conducted tours, charter or hire.

Stage carriage means a motor vehicle constructed or adapted to carry more than six passengers excluding the driver for hire or reward at separate fares paid by or for individual passengers, either for the whole journey or for stages of the journey [Section 65B(46)].

(ii) Transport of passengers by railways in a class other than—
(A) first class; or

(B) an air conditioned coach

Transport of passengers in railways in first class or an air conditioned coach is taxable. Thus, journey by rail in 2nd class, sleeper class or general class is not taxable.
(iii) Transport of passengers by metro, monorail or tramway

Transport of passengers by metro, monorail or tramway is not taxable.

(iv) Transport of passengers by inland waterways

Inland waterways means:-
(i) National waterways as defined in section 2(h) of the Inland Waterways Authority of India Act, 1985, or

(ii) Other waterway on any inland water as defined in section 2(b) of the Inland Vessels Act, 1917

[Section 65B(29)].
As per section 2(h) of the Inland Waterways Authority of India Act, 1985,
National waterway means the inland waterway declared by section 2 of the National Waterway (Allahabad-Haldia Stretch of the Ganga-Bhagirathi-Hooghly River) Act, 1982, to be a national waterway.

Explanation–If Parliament declares by law any other waterway to be a national waterway, then from the date on which such declaration takes effect, such other waterway–

(i) shall be deemed also to be a national waterway within the meaning of this clause; and

(ii) the provisions of this Act shall, with necessary modifications (including modification for construing any reference to the commencement of this Act as a reference to the date aforesaid), apply to such national waterway.

As per section 2(b) of the Inland Vessels Act, 1917,
Inland water means any canal, river, lake or other navigable water.

(v) Transport of passengers by public transport, other than predominantly for tourism purpose, in a vessel between places located in India

The words ‘other than predominantly for tourism purpose’ qualify the preceding words “public transport”. This implies that the public transport by a vessel should not be predominantly for tourism purposes. Normal public ships or other vessels that sail between places located in India would be covered in the negative list entry even if some of the passengers on board are using the service for tourism as predominantly, such service is not for tourism purpose. 
However, services provided by leisure or charter vessels or a cruise ship, predominant purpose of which is tourism, would not be covered in the negative list even if some of the passengers in such vessels are not tourists.

For instance, services by way of transportation of passengers on a vessel, from Kolkata to Port Blair (mainland – island) or Port Blair to Rose Island (inter island), is covered in the negative list entry.
(vi) Metered cabs, radio taxis or auto rickshaws

Metered cab means any contract carriage on which an automatic device, of the type and make approved under the relevant rules by the State Transport Authority, is fitted which indicates reading of the fare chargeable at any moment and that is charged accordingly under the conditions of its permit issued under the Motor Vehicles Act, 1988 and the rules made there under [Section 65B(32)].
B. Transportation of goods

Transport of goods by Government or local authority is generally taxable. However, following services of transportation of goods, (whether provided by Government or otherwise) are not taxable:-—

(i) Services by way of transportation of goods by road except the services of—
(A) a goods transportation agency; or

(B) a courier agency.

Transportation of goods by road is not taxable. However, services of goods transportation agency and courier agency services are excluded from the negative list entry relating to transportation of goods by road thereby making these two services taxable.
(A) Goods transportation agency services

When the goods are transported by road by a goods transport agency, it is liable to tax.
Further, the provisions relating to reverse charge, i.e. service tax is liable to be paid by the consigner or consignee in specified cases, are applicable even after the introduction of negative list.

Goods transport agency means any person who provides service in relation to transport of goods by road and issues consignment note, by whatever name called [Section 65B(26)].

(B) Courier agency

Courier agency services are liable to service tax.

Express cargo service: The nature of service provided by ‘Express Cargo Service’ falls within the scope and definition of the courier agency. Hence, the said service is liable to service tax.

Angadia: ‘Angadia’ undertakes delivery of documents, goods or articles received from a customer to another person for a consideration. Therefore, ‘angadias’ are covered within the definition of a ‘courier’ and services provided by angadia are liable to service tax.
Courier agency means any person engaged in the door-to-door transportation of time sensitive documents, goods or articles utilising the services of a person, either directly or indirectly, to carry or accompany such documents, goods or articles [Section 65B(20)].
(ii) Services by way of transportation of goods by an aircraft or a vessel from a place outside India up to the customs station of clearance in India

Transportation of goods either by air or by sea from outside India upto custom station of clearance in India is not taxable. 

1. Aircraft means any machine which can derive support in the atmosphere from reactions of the air, other than reactions of the air against the earth's surface and includes balloons, whether fixed or free, airships, kites, gliders and flying machines [Section 65B(7)].
2. Vessel includes anything made for the conveyance, mainly by water, of human beings or of goods and a caisson [Section 65B(53)].
3. Customs station means any customs port, customs airport or land customs station [Section 65B(21)].
(iii) Services by way of transportation of goods by inland waterways

Almost any water transport within India would be covered under the negative entry for transportation of goods by inland waterways.
IV. SUPPORT SERVICES, OTHER THAN SERVICES COVERED UNDER CLAUSES I. TO III. ABOVE, PROVIDED TO BUSINESS ENTITIES

Other support services provided by the Government or a local authority to the business entities are taxable services.
1. Business entity means any person ordinarily carrying out any activity relating to industry, commerce or any other business or profession [Section 65B(17)].

2. Support services means infrastructural, operational, administrative, logistic, marketing or any other support of any kind comprising functions that entities carry out in ordinary course of operations themselves, but may obtain as services by outsourcing from others for any reason whatsoever and shall include advertisement and promotion, construction or works contract, renting of immovable property, security, testing and analysis [Section 65B(49)].

2. Entry (b): Services provided by Reserve Bank of India
All the services by the Reserve Bank of India gets covered in the negative list, and becomes non taxable.

Accordingly, the services provided by banks to RBI would be taxable as these are neither in the negative list nor covered in any of the exemptions.
Note: Services PROVIDED TO the Reserve Bank of India are NOT in the negative list and would be taxable unless otherwise covered in any other entry in the negative list or in any exemption.
3. Entry (c): Services by a Foreign Diplomatic Mission located in India
All the services rendered by a foreign diplomatic mission located in India are not chargeable to service tax. This entry does not cover services, if any, provided by any office or establishment of an international organization.

Note: In the past regime there was no exemption or exclusion similar to the above. This entry in the negative list may have been inserted in view of every activity for consideration becoming a taxable service.

4. Entry (d): Services relating to agriculture or agricultural produce
Following services relating to agriculture or agricultural produce are not taxable-
(i) Agricultural operations directly related to production of any agricultural produce including cultivation, harvesting, threshing, plant protection or seed testing

· Activities like breeding of fish (pisciculture), rearing of silk worms (sericulture), cultivation of ornamental flowers (floriculture) and horticulture, forestry are included in the definition of agriculture.

· Plantation crops like rubber, tea or coffee would be also covered under agricultural produce.

· The processes contemplated in the definition of agricultural produce are those as are 'usually done by the cultivator or producer'. Thus agricultural products like cereals, pulses, copra and jaggery where certain amount of processing on these products is done by a person other than a cultivator or producer may not get covered in the ambit of 'agricultural produce'.
1. Agriculture means the cultivation of plants and rearing of all life-forms of animals, except the rearing of horses, for food, fibre, fuel, raw material or other similar products [Section 65B(3)].

2. Agricultural produce means any produce of agriculture on which either no further processing is done or such processing is done as is usually done by a cultivator or producer which does not alter its essential characteristics but makes it marketable for primary market [Section 65B(5)].

(ii) Supply of farm labour

The service provider who is providing the desired farm labour to the service receiver is not liable to pay service tax on the said services.
(iii) Processes which do not alter the essential characteristics of agricultural produce but make it only marketable for the primary market
The processes carried out at an agricultural farm including tending, pruning, cutting, harvesting; drying, cleaning, trimming, sun drying, fumigating, curing, sorting, grading, cooling or bulk packaging and such like operations which do not alter the essential characteristics of agricultural produce but make it only marketable for the primary market are not taxable.
(a) Process which alters the essential characteristics of the agricultural produce 

Potato chips or tomato ketchup does not qualify as agricultural produce because in terms of the definition of agricultural produce, only such processing should be carried out as is usually done by cultivator producers which does not alter its essential characteristics but makes it marketable for primary market. Potato chips or tomato ketchup are manufactured through processes which alter the essential characteristic of farm produce (potatoes and tomatoes in this case).

(b) Process which makes agricultural produce marketable in the retail market

The processes of grinding, sterilizing, extraction packaging in retail packs of agricultural products, which make the agricultural products marketable in retail market, would NOT be covered in the negative list. Only such processes are covered in the negative list which makes agricultural produce marketable in the primary market.

(iv) Renting or leasing of agro machinery or vacant land with or without a structure incidental to its use

Leasing of vacant land with a green house or a storage shed meant for agricultural produce would be covered in the negative list. In terms of the specified services relating to agriculture, ‘leasing’ of vacant land with or without structure incidental to its use’ is covered in the negative list. Therefore, if vacant land has a structure like storage shed or a green house built on it which is incidental to its use for agriculture then its lease would be covered under the negative list entry.

(v) Loading, unloading, packing, storage or warehousing of agricultural produce 

(vi) Agricultural extension services

Agricultural extension means application of scientific research and knowledge to agricultural practices through farmer education or training [Section 65B(4)].

(vii) Services by any Agricultural Produce Marketing Committee or Board or services provided by a commission agent for sale or purchase of agricultural produce

Agricultural Produce Marketing Committees or Boards are set up under a State Law for purpose of regulating the marketing of agricultural produce. Such marketing committees or boards have been set up in most of the States and provide a variety of support services for facilitating the marketing of agricultural produce by provision of facilities and amenities like, sheds, water, light, electricity, grading facilities etc. They also take measures for prevention of sale or purchase of agricultural produce below the minimum support price. APMCs collect market fees, license fees, rents etc. Services provided by such Agricultural Produce Marketing Committee or Board are covered in the negative list. However any service provided by such bodies which is not directly related to agriculture or agricultural produce will be liable to tax e.g. renting of shops or other property.
Service provided by commission agent for sale or purchase of agricultural produce are also covered under the negative list entry.
5. Entry (e): Trading of goods
The above entry refers to the activity of trading of goods.

Thus, the check has to be twofold –

(1) the activity should be of trading and

(2) trading, should be of goods.

Whether the following would be covered under trading of goods?

(a) Activities of a commission agent/CHA selling goods on behalf of another for a commission

The services provided by commission agent or a clearing and forwarding agent (CHA) are not in the nature of trading of goods. These are auxiliary for trading of goods. In terms of the provision of clause (1) of section 66F (discussed later in this chapter in heading 13.) reference to a service does not include reference to a service used for providing such service. Moreover the title in the goods never passes on to such agents to come within the ambit of trading of goods.
(b) Forward contracts in commodities

Forward contracts would be covered under trading of goods as these are contracts which involve transfer of title in goods on a future date at a pre-determined price.
(c) Commodity futures

Commodity futures would be covered under trading of goods. In commodity futures actual delivery of goods does not normally take place and the purchaser under a futures contract normally offset all obligations or closes out by selling an equal quantity of goods of the same description under another contract for delivery on the same date. These are in the nature of derivatives.

(d) Auxiliary services relating to future contracts or commodity futures

Such services provided by commodity exchanges clearing houses or agents would not be covered in the negative list entry relating to trading of goods. 

Note: It is relevant to note here that in common parlance whenever the term 'trading' is used, it is considered as 'trading in goods'. The term 'trading of service' seems to be little uncommon to use but these kind of activities commonly takes place where a person procures services from one person and provides to another, practically such transactions most of the times get recognised as commission agent's services though may not be strictly commission based.

Goods means every kind of movable property other than actionable claim and money; and includes securities, growing crops, grass, and things attached to or forming part of the land which are agreed to be severed before sale or under the contract of sale [Section 65B(25)].
Securities include —

(i) shares, scrips, stocks, bonds, debentures, debenture stock or other marketable securities of a like nature in or of any incorporated company or other body corporate;

(ia) derivative;

(ib) Units or any other instrument issued by any collective investment scheme to the investors in such schemes;

(ii) Government securities;

(iia) such other instruments as may be declared by the central Government to be Securities; and

(iii) rights or interest in securities [Section 65B(43)].

6. Entry (f): Processes amounting to manufacture or production of goods
Any process amounting to manufacture or production of goods shall not be taxable.

Points to be noted

· This entry covers manufacturing activity carried out on contract or job work basis, which does not involve transfer of title in goods, provided duties of excise are leviable on such processes under the Central Excise Act, 1944 or any of the State Acts.

· In other words, if Central Excise duty is leviable on a particular process, as the same amounts to manufacture, then such process would be covered in the negative list even if there is a central excise duty exemption for such process.

· However if central excise duty is wrongly paid on a certain process which does not amount to manufacture, with or without an intended benefit, it will not save the process on this ground.

Process amounting to manufacture or production of goods means a process on which duties of excise are leviable under section 3 of the Central Excise Act, 1944 or any process amounting to manufacture of alcoholic liquors for human consumption, opium, Indian hemp and other narcotic drugs and narcotics on which duties of excise are leviable under any State Act for the time being in force [Section 65B(40)].

7. Entry (g): Selling of space or time slots for advertisements other than advertisements broadcast by radio or television
This entry covers selling of space or time slots for advertisements other than advertisements broadcast by radio or television.

	Taxable/Not covered by negative list

entry (g)
	Non-taxable

	Sale of space or time for advertisement to be broadcast on radio or television
	Sale of space for advertisement in print media

	Sale of time slot by a broadcasting organization.
	Sale of space for advertisement in bill boards public places (including stadia), buildings, conveyances, cell phones, automated teller machines, internet

	
	Aerial advertising*


*Aerial advertising is a form of advertising that incorporates the use of aircraft, balloons or airships to create, transport, or display, advertising media. The media can be static, such as a banner, logo, lighted sign or sponsorship branding. It can also be dynamic, such as animated, lighted or audio.
Advertisement means any form of presentation for promotion of, or bringing awareness about, any event, idea, immovable property, person, service, goods or actionable claim through newspaper, television, radio or any other means but does not include any presentation made in person [Section 65B(2)].
Points to be noted

1. Making or preparing advertisements

Services provided by advertisement agencies relating to making or preparation of advertisements would not be covered in this entry and thus, would be taxable. This would also not cover commissions received by advertisement agencies from the broadcasting or publishing companies for facilitating business, which may also include some portion for the preparation of advertisement.
2. Composite service of providing space for advertisement coupled with designing and preparation of the advertisement

In case a person provides a composite service of providing space for advertisement that is covered in the negative list entry coupled with taxable service relating to design and preparation of the advertisement, this would be a case of bundled services taxability of which has to be determined in terms of the principles laid down in section 66F (discussed later in this chapter in heading 13.) of the Act.
As per section 66F, if such services are bundled in the ordinary course of business then the bundle of services will be treated as consisting entirely of such service which determines the dominant nature of such a bundle. 

If such services are not bundled in the ordinary course of business then the bundle of services will be treated as consisting entirely of such service which attracts the highest liability of service tax.
3. Canvassing advertisement for publishing on a commission basis

Merely canvassing advertisement for publishing on a commission basis by persons/agencies is not covered in the negative list entry and is taxable.
8. Entry (h): Access to a road or a bridge on payment of toll charges 

This entry covers the services of providing access to road and charging toll charges.

Whether the following are covered in this entry of negative list?

1. Access to national highways or state highways

National highways or state highways are also roads and hence covered in this entry.

2. Collection charges or service charges paid to any toll collecting agency

The negative list entry only covers access to a road or a bridge on payment of toll charges.
Services of toll collection on behalf of an agency authorized to levy toll are in the nature of services used for providing the negative list services. As per the principle laid down in sub section (1) of section 66F of the Act the reference to a service by nature or description in the Act will not include reference to a service used for providing such service.
9. Entry (i): Betting, gambling or lottery
Services in relation to betting, gambling or lottery are included in this entry.

Auxiliary services used for organizing/promoting betting/gambling events NOT covered 

The auxiliary services that are used for organizing or promoting betting or gambling events are NOT covered in this entry. These services are in the nature of services used for providing the negative list services of betting or gambling. As per the principle laid down in sub section (1) of section 66F of the Act, the reference to a service by nature or description in the Act will not include reference to a service used for providing such service.
Betting or gambling means putting on stake something of value, particularly money, with consciousness of risk and hope of gain on the outcome of a game or a contest, whose result may be determined by chance or accident, or on the likelihood of anything occurring or not occurring [Section 65B(15)].
10. Entry (j): Entry to Entertainment Events and Access to Amusement Facilities

Following two services are not taxable:-
(i) Entry to entertainment events

(ii) Access to amusement facilities

Points to be noted

1. Cultural programme, drama or a ballet held in an open garden and not in a theatre qualifies as an entertainment event

The words used in the definition are ‘theatrical performances’ and not ‘performances in theatres’. A cultural programme, drama or a ballet preformed in the open does not cease to be a theatrical performance provided it is performed in the manner it is performed in a theatre, i.e. before an audience.

2. Standalone ride set up in a mall qualifies as an amusement facility

A standalone amusement ride in a mall is also 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 in the negative list.

3. Entry to video parlors exhibiting movies played on a DVD player and displayed through a TV screen covered in the entry

Entry to video parlors exhibiting movies played on a DVD player and displayed through a TV screen is covered in the entry because such exhibition is an exhibition of cinematographic film. 

4. Membership of a club DOES NOT qualify as access to an amusement facility 

A club does not fall in the definition of an amusement facility. Hence, membership of a club does not mean access to an amusement facility.

5. Auxiliary services for organizing an entertainment event or for providing the entertainment to an entertainment event organizer NOT covered in this entry

Auxiliary services provided by a person, like an event manager, for organizing an entertainment event or by an entertainer for providing the entertainment to an entertainment event organizer would NOT be covered in this entry. Such services are in the nature of services used for providing the service specified in this negative list entry and would not be covered in the ambit of such specified service by operation of the rule of interpretation contained in clause (1) of section 66F of the Act.
1. Entertainment event means an event or a performance which is intended to provide recreation, pastime, fun or enjoyment, by way of exhibition of cinematographic film, circus, concerts, sporting event, pageants, award functions, dance, musical or theatrical performances including drama, ballets or any such event or programme [Section 65B(24)]. 

2. Amusement facility means a facility where fun or recreation is provided by means of rides, gaming devices or bowling alleys in amusement parks, amusement arcades, water parks, theme parks or such other places but does not include a place within such facility where other services are provided [Section 65B(9)].
11. Entry (k): Transmission or distribution of electricity 

The above entry covers the services of transmission or distribution of electricity by an electricity transmission or distribution utility.
1. Electricity transmission or distribution utility means

· the Central Electricity Authority

· a State Electricity Board

· the Central Transmission Utility

· a State Transmission Utility notified under the Electricity Act, 2003

· a distribution or transmission licensee

· any other entity entrusted with such function by the Central or State Government [Section 65B(23)].

12. Entry (I): Specified services relating to education
The following services relating to education are specified in the negative list –:-
(i) Pre-school education and education up to higher secondary school or equivalent;

(ii) Education as a part of a curriculum for obtaining a qualification recognised by any law for the time being in force;

(iii) Education as a part of an approved vocational education course.
(i) Pre-school education and education up to higher secondary school or equivalent

1. Services provided by international schools giving certifications like IB (International Baccalaureate) are also covered in this entry.

2. Private tuitions are NOT covered in this entry. Hence, they are liable to pay service tax if their aggregate values of taxable services exceed the threshold exemption.

3. Boarding schools provide service of education coupled with other services like providing dwelling units for residence and food. This may be a case of bundled services if the charges for education and lodging and boarding are inseparable. Their taxability will be determined in terms of the principles laid down in section 66F of the Act. 
Such services in the case of boarding schools are bundled in the ordinary course of business. Therefore the bundle of services will be treated as consisting entirely of such service which determines the dominant nature of such a bundle. In this case since dominant nature is determined by the service of education other dominant service of providing residential dwelling is also covered in a separate entry of the negative list, the

entire bundle would be treated as a negative list service.
(ii) Education as a part of a curriculum for obtaining a qualification recognised by any law for the time being in force

(a) In order to be covered in the negative list, a course should be recognized by an Indian law. Services provided by way of education as a part of a prescribed curriculum for obtaining a qualification recognized by a law of a foreign country are NOT covered in the negative list entry.

(b) If a course in a college leads to dual qualification only one of which is recognized by law, service in respect of each qualification would, therefore, be assessed separately.

Provision of dual qualifications is in the nature of two separate services as the curriculum and fees for each of such qualifications are prescribed separately. If an artificial bundle of service is created by clubbing two courses together, only one of which leads to a qualification recognized by law, then by application of the rule of determination of taxability of a service which is not bundled in the ordinary course of business contained in section 66F of the Act it is liable to be treated as a course which attracts the highest liability of service tax. However incidental auxiliary courses provided by way of hobby classes or extra-curricular activities in furtherance of overall well being will be an example of naturally bundled course. One relevant consideration in such cases will be the amount of extra billing being done for the unrecognized component viz-a-viz the recognized course.

Education as a part of curriculum for obtaining a qualification recognized by law means that only such educational services are in the negative list as are related to delivery of education as ‘a part’ of the curriculum that has been prescribed for obtaining a qualification prescribed by law. It is important to understand that to be in the negative list the service should be delivered as part of curriculum. Conduct of degree courses by colleges, universities or institutions which lead grant of qualifications recognized by law would be covered. Training given by private coaching institutes would not be covered as such training does not lead to grant of a recognized qualification.

(iii) Education as a part of an approved vocational education course 
Approved vocational education course means,— 
(i) a course run by an industrial training institute or an industrial training centre affiliated to the National Council for Vocational Training offering courses in designated trades notified under the Apprentices Act, 1961; or

(ii) a Modular Employable Skill Course, approved by the National Council of Vocational Training, run by a person registered with the Directorate General of Employment and Training, Union Ministry of Labour and Employment; or

(iii) a course run by an institute affiliated to the National Skill Development Corporation set up by the Government of India [Section 65B(11)].

Points to be noted

1. Educational institutes such as IITs, IIMs charge a fee from prospective employers like corporate houses/ MNCs, who come to the institutes for recruiting candidates through campus interviews. Service tax is liable on services provided by such institutions in relation to campus recruitment as such services are not covered in the negative list.

2. Services of conducting admission tests for admission to colleges are exempt in case the educational institutions are providing qualification recognized by law for the time being in force.

13. Entry (m): Services by way of renting of residential dwelling for use as residence

The above entry covers services -

· by way of renting

· of a residential dwelling

· for use as residence

1. Renting means allowing, permitting or granting access, entry, occupation, use or any such facility, wholly or partly, in an immovable property, with or without the transfer of possession or control of the said immovable property and includes letting, leasing, licensing or other similar arrangements in respect of immovable property [Section 65B(41)].

2. Residential dwelling: The phrase ‘residential dwelling’ has not been defined in the Act. It has therefore to be interpreted in terms of the normal trade parlance as per which it is any residential accommodation, but does not include hotel, motel, inn, guest house, camp–site, lodge, house boat, or like places meant for temporary stay.
Renting of a residential dwelling which is for use partly as a residence and partly for non residential purpose like an office of a lawyer or the clinic of a doctor would also be a case of bundled services as renting service is being provided both for residential use and for non residential use. Taxability of such bundled services has to be determined in terms of the principles laid down in section 66F of the Act.

Whether the following renting transactions are included in the negative entry?

1. Residential house taken on rent used only or predominantly for commercial or nonresidential use

The said renting transaction is not covered in this negative list entry.
2. House given on rent and the same is used as a hotel or a lodge

The said renting transaction is not covered in this negative list entry because the person taking it on rent is using it for a commercial purpose.
3. Rooms in a hotel or a lodge let out whether or not for temporary stay

The said renting transaction is not covered in this negative list entry because a hotel or a lodge is not a residential dwelling. 
4. Houses allotted by Government department to its employees and a license fee is Charged 
Such service would be covered in the negative list entry relating to services provided by Government and hence non- taxable.
5. Furnished flats given on rent for temporary stay (a few days)

Such renting as residential dwelling for the bonafide use of a person or his family for a reasonable period shall be residential use; but if the same is given for a short stay for different persons over a period of time the same would be liable to tax.
14. Entry (n): Specified financial services
Following services are included in this entry:-

(i) Services by way of extending deposits, loans or advances in so far as the consideration is represented by way of interest or discount;

(ii) Services by way of inter se sale or purchase of foreign currency amongst banks or authorised dealers of foreign exchange or amongst banks and such dealers.

(i) Services by way of extending deposits, loans or advances in so far as the consideration is represented by way of interest or discount

Any such service wherein moneys due are allowed to be used or retained on payment of interest or on a discount are covered here. It is important to note that the words ‘deposits, loans or advances’ have to be taken in the generic sense.
They would cover any facility by which an amount of money is lent or allowed to be used or retained on payment of what is commonly called the time value of money which could be in the form of an interest or a discount.
Examples of services covered in this entry:

· Loan or overdraft facility or a credit limit facility provided in consideration for payment of interest.

· Mortgages or loans with a collateral security to the extent that the consideration for advancing such loans or advances are represented by way of interest.

· Fixed deposits or saving deposits or any other such deposits in a bank or a financial institution for which return is received by way of interest.

· Corporate deposits to the extent that the consideration for advancing such loans or advances are represented by way of interest or discount.

Note: This entry would not cover investments by way of equity or any other manner where the investor is entitled to a share of profit.
Whether the following financial transactions are covered in this negative list entry?
	S. No.
	If
	Then

	1.
	any service charges or administrative Charges or entry charges are recovered in addition to interest on a loan, advance or a deposit
	such charges or amounts collected over and above the interest or discount amounts would not be part of this negative entry and thus would represent taxable consideration

	2.
	there is invoice discounting or cheque discounting or any other similar form of discounting
	such discounting is covered only to the extent consideration is represented by way of discount as such discounting is nothing else but a manner of extending a credit facility or a loan.

	3.
	services are provided by banks or authorized dealers of foreign exchange by way of sale of foreign exchange to general public
	such services would not be covered in this entry because this entry only covers sale and purchase of foreign exchange between banks or authorized dealers of foreign exchange or between banks and such dealers.

	4.
	transactions are entered into by banks in instruments like repos and reverse repos*
	they are more appropriately excluded from the definition of service itself being the sale and purchase of securities, which are goods.

	5.
	there is a subscription to or trading in Commercial Paper (CP) or Certificates of Deposit (CD)**
	since these are instruments for lending or borrowing money wherein consideration is represented by way of a discount, issue or subscription to CPs or CDs, they would be covered in the negative list entry relating to ‘services by way of extending deposits,

loans or advances in so far as consideration is represented by way of interest or discount’. It may also be borne in mind that promissory note is included in the definition of money in the Act as given in clause (33) of section 65B.


*Repos and reverse repos are financial instruments of short term call money market that are normally used by banks to borrow from or lend money to RBI. The margins, called the repo rate or reverse repo rate in such transactions are nothing but interest charged for lending or borrowing of money.

**Commercial Paper (‘CP’) and Certificate of Deposit (‘CD’) are understood as unsecured money market instruments which may be issued in the form of a promissory note or in a dematerialized form through any of the depositories approved by and registered with SEBI. 

CPs are normally issued by highly rated companies, primary dealers and financial institutions at a discount to the face value. CDs can be issued by Scheduled Commercial Banks (excluding RRBs and Local Area Banks) and All – India Financial Institutions (FIs) permitted by RBI.
Illustration: Euro Bank Ltd. furnishes the following information relating to services provided and the gross amount received:
	Particulars
	Amount (`)

	Interest on overdraft
	5,00,000

	Interest on loans with a collateral security
	6,00,000

	Interest on corporate deposits
	10,00,000

	Administrative charges (over and above interest) on loans, advances and deposits
	6,00,000

	Sale of foreign exchange to general public
	15,00,000*

	Service charges relating to issuance of Certificates of Deposit (CDs)
	20,00,000


Compute the value of taxable service and the service tax liability of Euro Bank Ltd. considering the rate of service tax at 12% assuming that it is not eligible for small service providers’ exemption under Notification No. 33/2012 – ST dated 20.06.2012.

*It represents the value of taxable service computed as per rule 2B of the Service Tax Valuation Rules.
Solution:

Computation of value of taxable service and service tax liability of Euro Bank Ltd.:-
	Particulars
	Amount (`)

	Interest on overdraft (Note-1)
	Nil

	Interest on loans with a collateral security (Note-1)
	Nil

	Interest on corporate deposits (Note-1)
	Nil

	Administrative charges (over and above interest) on loans, advances and deposits (Note-2)
	6,00,000

	Sale of foreign exchange to general public (Note-3)
	15,00,000

	Service charges relating to issuance of CD (Note-4)
	20,00,000

	Value of taxable service
	41,00,000

	Service tax @ 12% [` 41,00,000×12%]
	4,92,000

	Education cess @ 2% [` 4,92,000×2%]
	9,840

	Secondary and higher education cess @ 1% [` 4,92,000×1%]
	4,920

	Service tax liability
	5,06,760


Notes:

1. Following services provided in consideration of payment of interest are included in the negative list and hence are not taxable:-
· Overdraft facility.

· Loans with a collateral security.

· Corporate deposits.

2. Administrative charges or amounts collected over and above the interest or discount amounts would not be part of the negative list and thus would represent taxable consideration.

3. Sale of foreign exchange between banks or by banks to authorized dealers of foreign exchange is included in the negative list. However, sale of foreign exchange to general public is not so covered and hence taxable.

4. Since CDs are in the nature of promissory notes, transactions in CDs shall be considered as transaction in money. However, a related activity, for which a separate consideration is charged would not be treated as a transaction of money and would be taxable. Hence, service charges relating to issuance of CDs shall be chargeable to service tax.
15. Entry (q): Funeral, burial, crematorium or mortuary services
Funeral, burial, crematorium or mortuary services including transportation of the deceased are included in this entry and hence are not liable to service tax.
Principles of interpretation of specified descriptions of services or bundled services [Section 66F]

Unless otherwise specified, reference to a service (herein referred to as main service) shall not include reference to a service which is used for providing main service [Sub-section (1)].

Where a service is capable of differential treatment for any purpose based on its description, the most specific description shall be preferred over a more general description [Sub-section (2)].
Subject to the provisions of sub-section (2), the taxability of a bundled service shall be determined in the following manner, namely :—

(a) if various elements of such service are naturally bundled in the ordinary course of business, it shall be treated as provision of the single service which gives such bundle its essential character;

(b) if various elements of such service are not naturally bundled in the ordinary course of business, it shall be treated as provision of the single service which results in highest liability of service tax [Sub-section (3)].
ANALYSIS

Although the negative list approach largely obviates the need for descriptions of services, such descriptions continue to exist in –
· Negative list of services.

· Declared list of services.

· Exemption notifications.

· Place of Provision of Service Rules, 2012

· In a few other rules and notifications e.g. CENVAT Credit Rules, 2004.

Section 66F lays down the principles of interpretation of specified descriptions of services and bundled services.

(a) Sub-section (1)

Sub-section (1) can be better understood with the help of the following examples:-
· ‘Provision of access to any road or bridge on payment of toll’ is a specified entry in the negative list in section 66D of the Act. Any service provided in relation to collection of tolls or for security of a toll road would be in the nature of service used for providing such specified service and will not be entitled to the benefit of the negative list entry.
· Transportation of goods on an inland waterway is a specified entry in the negative list in section 66D of the Act. Services provided by an agent to book such transportation of goods on inland waterways or to facilitate such transportation would not be entitled to the negative list entry.
(b) Sub-section (3)-Taxability of bundled service

Two rules have been prescribed for determining the taxability of bundled services in subsection (3).

These rules, which are explained below, are subject to the provisions of the rule contained in sub section (2) of section 66F, viz a specific description will be preferred over a general description. In other words, if a bundled service falls under a service specified by way of a description, then such service would be covered by the description so specified:- 
(i) Services which are naturally bundled in the ordinary course of business

If various elements of a bundled service are naturally bundled in the ordinary course of business, it shall be treated as provision of a single service which gives such bundle its essential character.
Illustrations

1. A hotel provides a 4 days-3 nights package with the facility of breakfast. This is a natural bundling of services in the ordinary course of business. The service of hotel accommodation gives the bundle the essential character and would, therefore, be  treated as service of providing hotel accommodation.
2. A 5 star hotel is booked for a conference of 100 delegates on a lump sum package with the following facilities:
· Accommodation for the delegates

· Breakfast for the delegates,

· Tea and coffee during conference

· Access to fitness room for the delegates

· Availability of conference room

· Business centre

As is evident a bouquet of services is being provided, many of them chargeable to different effective rates of tax. None of the individual constituents are able to provide the essential character of the service. However, if the service is described as convention service it is able to capture the entire essence of the package. Thus the service may be judged as convention service and chargeable to full rate. 
However, it will be fully justifiable for the hotel to charge individually for the services as long as there is no attempt to offload the value of one service on to another service that is chargeable at a concessional rate.
(ii) Services which are not naturally bundled in the ordinary course of business

If various elements of a bundled service are not naturally bundled in the ordinary course of business, it shall be treated as provision of a service which attracts the highest amount of service tax.
Illustration -

A house is given on rent one floor of which is to be used as residence and the other for housing a printing press. Such renting for two different purposes is not naturally bundled in the ordinary course of business. Therefore, if a single rent deed is executed it will be treated as a service comprising entirely of such service which attracts highest liability of service tax. In this case renting for use as residence is a negative list service while renting for non-residence use is chargeable to tax. Since the latter category attracts highest liability of service tax amongst the two services bundled together, the entire bundle would be treated as renting of commercial property.
Manner of determining if the services are bundled in the ordinary course of business

Whether services are bundled in the ordinary course of business would depend upon the normal or frequent practices followed in the area of business to which services relate. 
Such normal and frequent practices adopted in a business can be ascertained from several indicators some of which are listed below –
· The perception of the consumer or the service receiver. If large number of service receivers of such bundle of services reasonably expect such services to be provided as a package then such a package could be treated as naturally bundled in the ordinary course of business.

· Majority of service providers in a particular area of business provide similar bundle of services. For example, bundle of catering on board and transport by air is a bundle offered by a majority of airlines.

· The nature of the various services in a bundle of services will also help in determining whether the services are bundled in the ordinary course of business. If the nature of services is such that one of the services is the main service and the other services combined with such service are in the nature of incidental or ancillary services which help in better enjoyment of a main service. For example service of stay in a hotel is often combined with a service or laundering of 3-4 items of clothing free of cost per day. Such service is an ancillary service to the provision of hotel accommodation and the resultant package would be treated as services naturally bundled in the ordinary course of business.

· Other illustrative indicators, not determinative but indicative of bundling of services in ordinary course of business are –
· There is a single price or the customer pays the same amount, no matter how much of the package they actually receive or use.

· The elements are normally advertised as a package.

· The different elements are not available separately.

· The different elements are integral to one overall supply – if one or more is removed, the nature of the supply would be affected.

No straight jacket formula can be laid down to determine whether a service is naturally bundled in the ordinary course of business. Each case has to be individually examined in the backdrop of several factors some of which are outlined above.

Bundled service means a bundle of provision of various services wherein an element of provision of one service is combined with an element or elements of provision of any other service or services.

Example of bundled service: Air transport services provided by airlines wherein an element of transportation of passenger by air is combined with an element of provision of catering service on board. Each service involves differential treatment as a manner of determination of value of two services for the purpose of charging service tax is different. 
Date of determination of rate of tax, value of taxable service and rate of exchange [Section 67A]

Section 67A provides that the rate of service tax, value of a taxable service and rate of exchange will be the one as in force or as applicable at the time when the taxable service has been provided or agreed to be provided. 
For the purposes of this section, "rate of exchange" means the rate of exchange —
(i) determined by the Board, or

(ii) ascertained in such manner as the Board may direct, for the conversion of Indian currency into foreign currency or foreign currency into Indian currency.
Small Service Provider’s (SSP) exemption

Central Government has exempted the taxable services of aggregate value not exceeding `10 lakh in any financial year from the whole of the service tax leviable thereon under section 66B of the Finance Act, 1994 in case the aggregate value of taxable services rendered by the service provider from one or more premises, does not exceed `10 lakh in the preceding financial year. However, such exemption is not available to the taxable services provided by a person under a brand name or trade name, whether registered or not, of another person and to such value of taxable services in respect of which service tax is payable on reverse charge mechanism by a person (discussed in detail in Paper-8 Indirect Tax Laws at Final Level).
[Notification No. 33/2012 – ST dated 20.06.2012
PRACTICE MANUAL 
Question 1

Briefly answer the following:-

(a) Explain as to how and when the amendments made in Finance Bill, in respect of service tax matters come into force?

(b) Is service tax payable in respect of services provided in the Indian territorial waters?

Answer

(a) Amendments made by the Finance Bill, in respect of service tax matters, come into force from the date of enactment of the Finance Bill i.e., the date on which the Finance Bill receives the assent of the President of India. However, wherever it is specifically provided so in the Finance Bill, certain amendments become effective from a date to be notified after the enactment of the Finance Bill.

(b) Yes, services provided within Indian territorial waters are liable to service tax, as the levy of  service  tax  extends  to  the  whole  of  India  except  Jammu  and  Kashmir  and  India includes Indian territorial waters.  Indian territorial waters extend upto 12 nautical miles from the Indian land mass.

Question 2

What are the sources of service tax law?

Answer

There is no independent statute on service tax as yet.   However, the sources of service tax law are:-
(i) Finance Act, 1994
(ii) Rules on service tax
(iii) Notifications on service tax
(iv) Circulars or Office Letters (Instructions) on service tax
(v) Orders on service tax and

(vi) Trade notices on service tax                                                                                                                                                                                                                                          
Question3

State the provisions which enable the Central Government to make rules for administering service tax.  For what purposes are such rules made?  Name any four such rules issued by the Central Government so far.

Answer

Section 94 of Chapter V and section 96-I of Chapter VA of the Finance Act, 1994 grants power to Central Government to make rules for carrying out the provisions of these Chapters.  Rules should be read with the statutory provisions contained in the Act.  Rules can never override the Act and in case of conflict Act will prevail.

So far, the Central Government has issued the following rules for administering service tax –
(a)
Service Tax Rules, 1994

(b)
Service Tax (Advance Ruling) Rules, 2003

(c)
Point of Taxation Rules, 2011

(d)       Place of Provision of Service Rules, 2012

(e)
Service Tax (Registration of Special Category of Persons) Rules, 2005 

(f)
Service Tax (Determination of Value) Rules, 2006 and

Note: Any four rules may be mentioned.

Question 4

State  with  reasons  in  brief  whether  the  following  statement  is  correct  or  incorrect  with reference to the provisions of service tax:

Service tax provisions are not applicable in Jammu and Kashmir because State Government concurrence was not obtained in respect of Finance Act, 1994.

Answer

The statement is correct.  As per Article 370 of the Constitution, any Act of Parliament applies to Jammu and Kashmir only with the concurrence of the State Government.  Since, no such concurrence has been obtained in respect of Finance Act, 1994, service tax provisions are not applicable in Jammu and Kashmir.

Question 5

Briefly explain about the charge of service tax.

Answer

Section 66B is the charging section of the Act, which provides that there shall be levied a tax at the rate of 12% on the value of all services, other than those services specified in the negative list, provided or agreed to be provided in the taxable territory by one person to another and collected in such manner as may be prescribed. The effective rate of service tax is 12%; plus education cess of 2% and secondary and higher education cess of 1%.

Question 6

Define the following terms in terms of Finance Act, 1994
(i)     Advertisement

(ii)    Business Entity

(iii)   Goods

(iv)   Goods Transport Agency

(v)    Process amounting to manufacture

(vi)   Renting

(vii)  Support Services

(viii) Bundled Service

Answer

Section 65B has been inserted by Finance Act, 2012 with effect from 01.07.2012. Section 65B has statutory defined certain terms. Thus, statutory definitions of all the above terms as per section 65B are given in the following table:

	S. No.
	Term
	Relevant Definition
	Relevant

Section

	(i)
	Advertisement
	“Advertisement” means any form of presentation for promotion of, or bringing awareness about any event, idea, immovable property, person, service, goods or actionable claim through newspaper, television, radio or any other means but does not include any presentation made in person.
	65B(2)

	(ii)
	Business Entity
	“Business Entity” means any person ordinarily carrying out any activity relating to industry, commerce or any other business or profession.
	65B(17)

	(iii)
	Goods
	“Goods” means every kind of movable property other than actionable claim and money; and includes securities, growing crops, grass and things attached to or forming part of the land which are agreed to be severed before sale or under the contract of sale.
	65B(25)

	(iv)
	Goods Transport Agency
	“Goods Transport Agency” means any person who provides service in relation to transport of goods by road and issue consignment note, by whatever name called.
	65B(26)

	(v)
	Process amounting
to manufacture
	"Process amounting to manufacture or production of goods" means a process on which duties of excise are leviable under section 3 of the Central Excise Act, 1944 (1 of 1944) or any process amounting to manufacture of alcoholic liquors for human consumption, opium, Indian hemp and other narcotic drugs and narcotics on which duties of excise are leviable under any State Act for the time being in force.
	65B(40)

	(vi)
	Renting
	"Renting" means allowing, permitting or granting access, entry, occupation, use or any such facility, wholly or partly, in an immovable property, with or without the transfer of possession or control of the said immovable property and includes letting, leasing, licensing or other similar arrangements in respect of immovable property.
	65B(41)

	(vii)
	Support

Services
	"Support services" means infrastructural, operational, administrative, logistic, marketing or any other support of any kind comprising functions that entities carry out in ordinary course of operations themselves but may obtain as services by outsourcing from others for any reason whatsoever and shall include advertisement and promotion, construction or works contract, renting of immovable property, security, testing and analysis.
	65B(49)

	(viii)
	Bundled

Service
	“Bundled service” means a bundle of provision of various services wherein an element of provision of one service is combined with an element or elements of provision of any other service or services.

In order to truly appreciate the concept of ‘bundled service’, a couple of examples are given below:

(A)   Service of stay in a hotel is often combined with a service of laundering of certain specified items of clothing per day.

(B)   Transport   by   air   is   often   combined   by catering on board.
	Explanation to
Section

66F(3)


Question 7

State briefly whether service tax will be levied in the following case:
Services provided in the State of Rajasthan by a person having a place of business in the State of Jammu and Kashmir.
Answer

As per section 64(1) of the Finance Act, 1994, service tax provisions do not extend to the State of Jammu and Kashmir.  However, since service tax is a destination based consumption tax, service provided in Rajasthan from Jammu and Kashmir would be liable to service tax.

Question 8

Define  the  term  “Negative List”.  Specify  any  eight  services which  have  been  included in Negative List of Services.
Answer

According to Section 65B (34) of Finance Act, 1994 “negative list” means the services which have been listed in section 66D. Following Seventeen services have been listed in Section 66D.

	S. No.
	Description

	1.
	Services by Government or a local authority excluding the following services to the extent they are not covered elsewhere—

(i) services by the Department of Posts by way of speed post, express parcel post, life   insurance  and   agency  services  provided  to   a   person  other   than Government;

(ii) services in relation to an aircraft or a vessel, inside or outside the precincts of a port or an airport;

(iii)
transport of goods or passengers; or

   (iv)
support services, other than services covered under clauses (i) to (iii) above, provided to business entities;

	2.
	services by the Reserve Bank of India;

	3.
	services by a foreign diplomatic mission located in India;

	4.
	services relating to agriculture or agricultural produce by way of—

(i) agricultural operations directly related to production of any agricultural produce including cultivation, harvesting, threshing, plant protection or seed testing;

(ii) supply of farm labour;

(iii) processes carried out at an agricultural farm including tending, pruning, cutting, harvesting, drying, cleaning, trimming, sun drying, fumigating, curing, sorting, grading, cooling or bulk packaging and such like operations which do not alter the essential characteristics of agricultural produce but make it only marketable for the primary market;
(iv)
renting or leasing of agro machinery or vacant land with or without a structure incidental to its use;

(v)
loading, unloading, packing, storage or warehousing of agricultural produce; (vi)
agricultural extension services;

(vii)
services by any Agricultural Produce Marketing Committee or Board or services provided by a commission agent for sale or purchase of agricultural produce;


	5.
	trading of goods;

	6.
	any process amounting to manufacture or production of goods;

	7.
	selling of space or time slots for advertisements other than advertisements broadcast by radio or television;

	8.
	service by way of access to a road or a bridge on payment of toll charges;

	9.
	betting, gambling or lottery;

	10.
	admission to entertainment events or access to amusement facilities;

	11.
	transmission or distribution of electricity by an electricity transmission or distribution utility;

	12.
	services by way of—

(i)
pre-school  education  and  education  up  to  higher  secondary  school  or equivalent;

(ii)
education as a part of a curriculum for obtaining a qualification recognised by any law for the time being in force;

(iii)
education as a part of an approved vocational education course;

	13.
	services by way of renting of residential dwelling for use as residence;

	14.
	services by way of—
(i)
extending  deposits,  loans  or  advances  in  so  far  as  the  consideration  is represented by way of interest or discount;

(ii)
inter  se sale or purchase of foreign currency amongst banks or authorised dealers of foreign exchange or amongst banks and such dealers;

	15.
	service of transportation of passengers, with or without accompanied belongings, by—

(i)
a stage carriage;

(ii)
railways in a class other than—

         (A) first class; or

         (B) an air-conditioned coach; 
(iii)
metro, monorail or tramway;

(iv)
inland waterways;

(v)  public transport, other than predominantly for tourism purpose, in a vessel between places located in India and
   (vi)
metered cabs, radio taxis or auto rickshaws.


	16.
	services by way of transportation of goods—

(i)
By road except the services of -

         (A)   a goods transportation agency; or

         (B)   a courier agency;

(ii)
by an aircraft or a vessel from a place outside India upto the customs station of clearance in India; or

(iii) by inland waterways;



	17.
	Funeral, burial, crematorium or mortuary services including transportation of the deceased.


(Note: out of the above seventeen services, students may specify any eight services) 
Question 9

According to Section 65B (44) the term “service”, inter alia, means any activity carried out by a person for another for consideration. In this background, explain the meaning of monetary consideration as well as non-monetary consideration?

Answer

‘Monetary consideration’ means any consideration received in the form of money. According to Section 65B(33) “money” means legal tender, cheque, promissory note, bill of exchange, letter of credit, draft, pay order, traveller cheque, money order, postal or electronic remittance or any such similar instrument but shall not include any currency that is held for its numismatic value. On the other hand, ‘Non-monetary consideration’ essentially means compensation in kind. For instance:
(A)   Supply of goods and services in return for provision of service.

(B)   Refraining or forbearing to do an act in return for provision of service. 
(C)   Tolerating an act or situation in return for provision of a service.

(D)   Doing or agreeing to do an act in return for provision of a service.

EXERCISES

1.      Service tax was introduced in India in the year:

(a)
1994
(b)
1996
(c)
1995
(d)
1991
2.
The provisions relating to service tax are contained in:
   
(a) Service tax Act, 1992

(b) Finance Act, 1994 

(c) Finance Act, 1992

(d) Income-tax Act, 1961

3.
Which of the following statement is true?

(a)
Rules can override the provisions of the Act.

(b)
Only in certain exceptional circumstances can the rules override the provisions of the Act.

(c)
Rules can never override the provisions of the Act.

(d)
none of the above

4.
Director General (Service tax) coordinates between ________________ and ________.

(a)
CBEC and CBDT

(b)
Chief Commissioner of Central Excise and Commissioner of Central Excise

(c)
Department of Revenue and CBEC

(d)
CBEC and Central Excise Commissionerates

5.
Sections ________ and _______ of the Finance Act, 1994 empower the Central Government to make rules.

(a)
64 and 65

 (b)
94 and 96-I

(c)
93 and 94

(d)
none of the above

6.
Indian Territorial Waters extend up to _________nautical miles from the Indian land mass.

(a)
     200
(b)
     24
(c)
    12
(d)
     none of the above
7.        In which of the following cases service tax will not be attracted?
(a)
a person from Jammu provides service at New Delhi
(b)
a person having office at Srinagar provides service at New Delhi
(c)
a person from New Delhi provides service at Jammu
(d)
all of the above

8.
Which committee recommended the introduction of service tax?

9.      Which were the first three services to be brought under the service tax net?

10.    What is the extent and application of the provisions of Finance Act, 1994 relating to service tax?

11.    Write a note on administration of service tax.

12.    What do you mean by selective and comprehensive coverage of services for the purpose of service tax? Which system is being adopted in India?

13.    Write briefly about the role of a chartered accountant in the field of service tax consultancy.

14.    What is education cess? Why is it being levied? What is the source of levy of education cess?

15.   Does service tax law provide for any exemption to small service providers? If yes, then what is the quantum of such exemption?

Answers

1.(a); 2.(b); 3.(c); 4.(d); 5.(b); 6.(c); 7.(c); 8. Tax Reforms Committee headed by Dr. Raja J. Chelliah; 9.
Telephones, General insurance and Stock brokers.

REGISTRATION 

Registration   Section 69/Rule 4(1) of STR, 1994
A service provider can charge service tax only if he is registered with the Service Tax Department. 

Every service provider in whose case, gross receipt has exceeded `9,00,000 shall apply for registration to the Service Tax Department in Form No ST-1 within 30 days from the date of crossing the limit of `9,00,000, however, he will charge service tax after crossing the limit of `10,00,000. He will also submit a copy of Permanent Account Number and proof of residence. Department shall grant him a registration certificate in Form No ST-2 within 7 days from the date of receipt of application otherwise the service provider shall be deemed to be registered. 

The service provider shall be given a Registration Number by the Department which will be called STP code i.e. Service Tax Payer Code and it will be 15 digit PAN based number and first 10 digit shall be that of PAN and remaining 5 digit shall be allotted by Service Tax Department e.g. AAEPC1298D – ST-001 

The last three digit shall indicate total number of registration for the same Permanent Account Number.  

If a person is providing more than one taxable service, he may give only one application. He should mention in the application all the taxable services provided by him.  

A person may apply for voluntary registration at any time and also a person may forgo (reject) the general exemption of `10,00,000. 

As per section 77, any person who has failed to take registration shall pay penalty of `200 per day or `10,000 whichever is higher.

Centralised Registration        Rule 4(2) of STR, 1994    
If a service provider is providing services from more than one premises, in such cases he can apply for separate registration for each of such premises. He may apply for a single registration called Centralized Registration provided he has either centralized accounting or centralized billing system. In such cases one of the places shall be considered to be Head Office and all other premises shall be considered to be branches. A single registration certificate shall be issued. If the service provider do not have centralized accounting and also there is no centralized billing system, he will not be allowed to apply for centralized registration.  

Amendment of Registration Certificate   Rule 4(5A) of STR, 1994
A service provider may apply for amendment in registration in the following cases:

1. Change in place of business 

2. Change in the name of business

3. Change in services rendered i.e. there may be addition / deletion 

4. Any other similar change 

If there is any such change, service provider should apply to the department within 30 days for effecting the change. 

Cancellation of Registration Certificate     Rule 4(7), 4(8) of STR, 1994
Every registered assessee, who ceases to provide the taxable service for which he is registered or if he dies, registration certificate shall be cancelled. 

The Superintendent of Central Excise shall ensure that the assessee has paid all monies due to the Central Government under the provisions of the Act, and the rules and the notifications issued thereunder, and thereupon cancel the registration certificate.

Where a registered assessee transfers his business to another person, the transferee shall obtain a fresh certificate of registration. 

POINT OF TAXATION

1. Introduction

Point of taxation means the point in time when a service shall be deemed to have been provided. The point of taxation enables us to determine the rate of tax, value of taxable service, rate of exchange and due date for payment of service tax. For determination of point of taxation of a service, Point of Taxation Rules, 2011 were introduced with effect from 01.04.2011. These rules were introduced as a precursor to Goods and Service Tax. They brought a paradigm shift in the point of taxation of services.

Earlier, the provider of the service was liable for payment of service tax only when the consideration towards the value of taxable services was ‘received’. These rules shifted the point of taxation for service tax from receipt basis to hybrid basis. As per these rules, point of taxation is –

·  the time when the invoice for the service provided or agreed to be provided is issued;
· if invoice is not issued within prescribed time period (30 days except for specified financial sector where it is 45 days) of completion of provision of service, then the date of completion of service;
· the date of receipt of payment where payment is received before issuance of invoice or

completion of service. 

Therefore agreements to provide taxable services will become liable to pay tax only on issuance of invoice or date of completion of service if invoice is not issued within prescribed period of completion or on receipt of payment. 

The detailed provisions of the said rules along with their analysis are as under:-
2. Determination of point of taxation-General rule [Rule 3]

For the purposes of these rules, unless otherwise provided, ‘point of taxation’ shall be-
(a)  the time when the invoice for the service provided/ agreed to be provided is issued.

However, in case the invoice is not issued within the time period specified in rule 4A of the Service Tax Rules, 1994 (30 or 45 days, as the case may be) of the completion of the provision of the service, the point of taxation shall be date of such completion.
(b)  in a case, where the person providing the service, receives a payment before the time specified in clause (a), the time, when he receives such payment, to the extent of such payment.

For the purposes of clauses (a) and (b), -

(i) in case of continuous supply of service where the provision of the whole or part of the service is determined periodically on the completion of an event in terms of a contract, which requires the receiver of service to make any payment to service provider, the date of completion of each such event as specified in the contract shall be deemed to be the date of completion of provision of service;
(ii) wherever the provider of taxable service receives a payment up to ` 1,000 in excess of the amount indicated in the invoice, the point of taxation to the extent of such excess amount, at the option of the provider of taxable service, shall be determined in accordance with the provisions of clause (a) [Proviso to rule 3].
Point of taxation in case of advance received by service provider
For the purpose of this rule, wherever any advance by whatever name known, is received by the service provider towards the provision of taxable service, the point of taxation shall be the date of receipt of each such advance
ANALYSIS

As per rule 3 of the said rules, point of taxation would be determined as follows:-
	S. No.
	In case
	Point of taxation would be

	1.
	the invoice is issued within the prescribed period of 30* days from the

date of completion of provision of service
	(a) Date of invoice

                or

(b) Date of payment

whichever is earlier

	2.
	the invoice is not issued within the prescribed period of 30* days from the

date of completion of provision of service
	(a) Date of completion of service

               or

(b) Date of payment

whichever is earlier


The principle of point of taxation can be better understood with the help of the following Tabular summary followed by an illustration:-
	Case
	 In case where
	Point of taxation

	I
	Invoice is issued within 30* days from the completion of service and payment is received after invoice
	Date of invoice

	II
	Invoice is issued within 30 *days from the completion of service, but payment is received before invoice
	Date on which payment is received.

	III
	Invoice is not issued within 30* days from the completion of service and payment is received after completion of service.
	Date of completion of service

	IV
	Invoice is not issued within 30* days from the completion of service. However, part payment is received before the completion of service and remaining payment is received after the completion of service.
	For the payment received
	Point of taxation is

	
	
	Before the date of completion of service
	The date on which payment is received.

	
	
	After the date of completion of service
	The date of completion of service.


* 45 days in case of in case of banking and other financial institutions including NBFCs.

Illustration

In case of provision of the taxable services other than banking and other financial institution including  NBFCs, point of taxation would be determined as under:-

	Case
	Date of completion of service
	Date of invoice
	Date on which payment received
	Point of Taxation

	I
	September 5, 2012
	September 28, 2012
	October 10, 2012
	September 28, 2012

	II
	September 5, 2012
	October 03, 2012
	September 20, 2012
	September 20, 2012

	III
	September 5, 2012
	October 8, 2012
	September 25, 2012
	September 5, 2012

	IV
	September 5, 2012
	October 8, 2012
	Amount received partly on September 3, 2012 and remaining on September 20, 2012
	September 3, 2012 and September 5, 2012 for respective amounts.


Determination of date of completion of service
(i) Date of completion of service in cases other than continuous supply of services 

CBEC vide Circular No. 144/13/2011- ST dated 18.07.2011 has clarified that the test for the determination whether a service has been completed would be the completion of all the related activities that place the service provider in a situation to be able to issue an invoice. The Service Tax Rules, 1994 require that invoice should be issued within a period of 30 days from the completion of the taxable service. The invoice needs to indicate inter alia the value of service so completed. Thus, it is important to identify the service so completed. This would include not only the physical part of providing the service but also the completion of all other auxiliary activities that enable the service provider to be in a position to issue the invoice. Such auxiliary activities could include activities like measurement, quality testing etc. which may be essential pre-requisites for identification of completion of service. However, it has been clarified that such activities do not include flimsy or irrelevant grounds for delay in issuance of invoice.

(ii) Date of completion of service in case of continuous supply of services 
The Board has elucidated that the above interpretation also applies to determination of the date of completion of provision of service in case of “continuous supply of service”. 

Further, clause (i) of proviso to rule 3 provides that in case of continuous supply of service where the provision of the whole or part of the service is determined periodically on the completion of an event in terms of a contract, which requires the receiver of service to make any payment to service provider, the date of completion of each such event as specified in the contract shall be deemed to be the date of completion of provision of service. 

Point of taxation in case where payment upto ` 1,000 received in excess of the invoiced amount 
Wherever the provider of taxable service receives a payment up to ` 1,000 in excess of the amount indicated in the invoice, the point of taxation to the extent of such excess amount, at the option of the provider of taxable service, shall be determined on the basis of invoice or completion of service, as the case may be, rather than payment. 

Purpose of the aforesaid provision:-
As a measure of added facilitation, an option has been provided to determine the point of taxation in respect of small advances up to ` 1000, in excess of the amount indicated in the invoice, on the basis of invoice or completion of service rather than payment. Such provision is expected to address the accounting problems faced by service providers in telecommunications, credit card businesses who regularly receive minor excess payments from their customers.
3. Determination of point of taxation in case of change in effective rate of tax [Rule 4]

Notwithstanding anything contained in rule 3, the point of taxation in cases where there is a change in effective rate of tax in respect of a service, shall be determined in the manner laid down in the following table namely:-
	In case a taxable

service has been

provided
	Invoice has been issued
	Payment received for the invoice
	Point of taxation shall

be

	(i) BEFORE the

change in effective

rate of tax


	AFTER the change in effective rate of tax
	AFTER the change in effective rate of tax
	(a) date of issuance of invoice

            or

(b) date of receipt of payment

whichever is earlier

	
	PRIOR to the change in effective rate of tax
	AFTER the change in effective rate of tax
	date of issuance of invoice

	
	AFTER the change in effective rate of tax
	PRIOR to the change in effective rate of tax
	date of receipt of payment

	(ii) AFTER the

change in effective

rate of tax.
	PRIOR to the change in effective rate of tax
	AFTER the change in effective rate of tax
	date of receipt of payment

	
	PRIOR to the change in effective rate of tax
	PRIOR to the change in effective rate of tax
	(a) date of issuance of invoice

          or

(b) date of receipt of payment whichever is earlier

	
	AFTER the change in effective rate of tax
	PRIOR to the change in effective rate of tax
	date of issuance of

invoice


4. Payment of tax in cases of new services [Rule 5]

Where a service is taxed for the first time, then,—

(a) no tax shall be payable to the extent the invoice has been issued and the payment received against such invoice before such service became taxable;

(b) no tax shall be payable if the payment has been received before the service becomes taxable and invoice has been issued within 14 days** of the date when the service is taxed for the first time.

ANALYSIS

This rule specifically discusses the situation where a service is charged to tax for the first time i.e. becomes taxable for the first time. 

The rule provides that:-

(a) If an invoice has been issued and payment is received before a service becomes taxable, no tax would be charged even if the service is provided after the same has become taxable. This provision is consistent with the other similar provisions in these rules, and ensures that a financial transaction which has achieved finality before a service was taxable shall not be reopened for collection of tax.
(b) If any payment has been received prior to a service being chargeable to tax, no tax shall be chargeable if an invoice has also been issued within 14 days** of the date when the service is taxed for the first time.
**It is important to note that in case of new levy, time-period available for the issuance of the invoice has still been restricted to 14 days as against normal time-period for issuance of invoice been extended to 30 days.
5. Determination of point of taxation in case of associated enterprises [Rule 7]

In case of “associated enterprises”, where the person providing the service is located outside India, the point of taxation shall be:-

(a) 
the date of debit in the books of account of the person receiving the service

or

(b) 
date of making the payment

whichever is earlier.
Associated enterprise shall have the meaning assigned to it in section 92A of the Income-tax Act, 1961* [Section 65B(13)].
An enterprise which participates, directly or indirectly, or through one or more intermediaries, in the management or control or capital of the other enterprise is considered as associated enterprise.
*Section 92A of the Income-tax Act, 1961 has been discussed in detail in the Study Material of Paper 7: Direct Tax Laws of CA Final Exam
Illustration : Sambhav Industries Ltd. (SIL) is an Indian Company. It has received taxable services from a UK based company-George Ltd. on 01.01.2013. George Ltd. raised on SIL an invoice of £ 45,000 on 27.01.2013. SIL debited its books of accounts on 07.02.2013 and made the payment on 25.03.2013.

George Ltd. and SIL are associated enterprises. Determine the point of taxation using aforesaid details.
Solution:

In case of “associated enterprises”, where the person providing the service is located outside India, the point of taxation shall be:-

(a) the date of debit in the books of account of the person receiving the service

or

(b) date of making the payment

whichever is earlier.

Hence, in the given case, the point of taxation shall be earlier of the following two dates:-

(a) the date of debit in the books of account of SIL i.e. 07.02.2013

or

(b) date of making the payment i.e. 25.03.2013

Thus, the point of taxation is 07.02.2013.
6. Determination of point of taxation in case of copyrights, etc. [Rule 8]

Rule 8 applies where in case of royalties and payments pertaining to copyrights, trademarks, designs or patents, the whole amount of the consideration for the provision of service is not ascertainable at the time when service was performed, and subsequently the use or the benefit of these services by a person other than the provider gives rise to any payment of consideration.
In such a case, the service shall be treated as having been provided each time when:-
(a) 
a payment in respect of such use/benefit is received by the provider in respect thereof

or

(b) 
an invoice is issued by the provider

whichever is earlier.
7. Determination of point of taxation in other cases [Rule 8A]

Rule 8A is the residual rule to determine the point of taxation by way of best judgment to handle situations where the tax-payer is unable to furnish one or more of the details needed i.e. date of payment or date of invoice or both to determine point of taxation. It provides as follows:-

Where the point of taxation cannot be determined as per these rules as the date of invoice or the date of payment or both are not available, the Central Excise Officer, may, require the concerned person to produce such accounts, documents or other evidence as he may deem necessary and after taking into account such material and the effective rate of tax prevalent at different points of time, shall, by an order in writing, after giving an opportunity of being heard, determine the point of taxation to the best of his judgment.
8. Transitional Provisions [Rule 9]

Nothing contained in these rules shall be applicable-
(i) where the provision of service is completed; or
(ii)
where invoices are issued

prior to April 01, 2011.
However, the point of taxation shall, at the option of the taxpayer, be the date on which the payment is received/made as the case may be in the following two cases:-
(i) Services for which provision is completed on/before 30.06.2011
or

(ii) where the invoices are issued up to 30.06.2011.
ANALYSIS

	Assessees
	Benefit under transitional provisions will apply to

	who switch over to the new rules on 01.04.2011
	(a) all invoices issued before 01.04.2011

(b) services for which provision has been completed before 01.04.2011.

	who like to shift to the new rules on 01.07.2011
	(a) invoices issued before 01.07.2011

(b) services for which provision has been completed before 01.07.2011.


It may be noted that the payments received before the new rules come into force do not require any transitional provisions as they are already required to pay tax on payment basis.
Important definitions

1. Definitions under rule 2

In these rules, unless the context otherwise requires,
(a) Act means the Finance Act, 1994.

(b) Continuous supply of service means
(i)   any service which is provided, or agreed to be provided continuously or on recurrent basis, under a contract, for a period exceeding three months with the obligation for payment periodically or from time to time,

                               or

(ii)   where the Central Government, by a notification in the Official Gazette, prescribes provision of a particular service to be a continuous supply of service, whether or not subject to any condition.

Services notified by the Central Government

In this regard the Central Government has prescribed the provision of following services to be a continuous supply of service:-

(i) Telecommunication Services
(ii) Works Contract Services

(c) Invoice means the invoice referred to in rule 4A of the Service Tax Rules, 1994 and shall include any document as referred to in the said rule.

(d) Point of taxation means the point in time when a service shall be deemed to have been provided.

(e) “Change in effective rate of tax” shall include a change in the portion of value on which tax is payable in terms of a notification issued in the Official Gazette under the provisions of the Act, or rules made there under.

2. Definition of date of payment under rule 2A
Date of payment shall be:-
(a) date on which the payment is entered in the books of accounts

                                or

(b) date on which payment is credited to the bank account of the person liable to pay tax

whichever is earlier.

(A) Date of payment in case of change in effective rate of tax or a new levy between the above two dates

In case,

(i) there is a change in effective rate of tax or when a service is taxed for the first time during the period between such entry in books of accounts and its credit in the bank account;

(ii) the bank account is credited after four working days from the date when there is change in effective rate of tax or a service is taxed for the first time; and 

(iii) the payment is made by way of an instrument which is credited to a bank account,
the date of payment shall be the date of credit in the bank account instead of the date of recording of payment in the books of accounts.
Analysis

Since rate of service tax has been changed from 10% to 12% with effect from 01.04.2012,
(i) In case where service has been provided before 01.04.2012 and the cheque / demand draft etc. has been received upto March 31, 2012, applicable rate of service tax would be 10% provided cheque / demand draft is credited in the bank account by April 5, 2012. Otherwise, the date of payment would be date of credit in the bank account [viz. after April 5, 2012] and consequently, new rate of 12% would be applicable.
(ii) In case where date of issuance of invoice and receipt of payment by cheque / demand draft etc. is received before 01.04.2012, applicable rate of service tax would be 10% provided cheque / demand draft etc. is credited in the bank account by April 5, 2012. Otherwise, the date of payment would be date of credit in the bank account [viz. after April 5, 2012] and consequently, new rate of 12% would be applicable.
(B) If any rule requires determination of the time or date of payment received: the expression “date of payment” shall be construed to mean such date on which the payment is received.
PRACTICE MANUAL 
Question 1

Nikhil Ltd. provides Management Consultancy Services to its client Aggarwal Properties Ltd. for agreed consideration of `1,50,000. Aggarwal Properties Ltd. makes the payment on 25th April, 2012. However, the date of completion of service is 15th April, 2012. The relevant invoice for `1,50,000 is raised by Nikhil Ltd. as per following table:
CASE I                        30th April, 2012

CASE II                      16th May, 2012

CASE III                     20th April, 2012

Determine Point of Taxation in each of the above three cases.

Answer

As per Rule 3 of the Point of Taxation Rules, point of taxation would be determined as follows:-

1. Date of invoice or payment, whichever is earlier, if the invoice is issued within 30 days from the date of completion of service.
2. Date of completion of provision of service or payment, if the invoice is not issued within 30 days.
Point of Taxation in each of the above three cases will be as under:

CASE I-The point of taxation is date of payment [25th April,2012] as date of payment [25.04.2012] falls before date of issuance of invoice[30.04.2012] and invoice has been issued within 30 days of completion of service.[15.04.2012].
CASE II- The point of taxation is date of completion of service [15th April, 2012] as date of completion of service [15.04.2012] falls before date of payment [25.04.2012] and invoice [16.05.2012] has not been issued within 30 days of completion of service [15.04.2012].
CASE III- The point of taxation is 20th April, 2012 as date of invoice [20.04.2012] falls before date of payment [25.04.2012] and invoice has been issued within 30 days of completion of service [15.04.2012].

Question 2

Briefly answer the following questions:-

(a) Where a service provider maintains books of accounts on mercantile basis relating to taxable services provided by him, will service tax be payable on accrual basis?
(b) A particular service has been brought into the service tax net with effect from 1.7.2012.Mr. Vignesh has provided this service on 20.6.2012 and issued the invoice on 2.07.2012,the payment for the same was received on 10.7.2012. Is service tax payable on the same?

Answer

(a) Service tax is payable as per Point of Taxation Rules, 2011 and the method of accounting is irrelevant for making payment of service tax.

(b)   Payment of tax in cases of new services [Rule 5 of Point of Taxation Rules 2011] 
Where a service is taxed for the first time, then,—

(a) no tax shall be payable to the extent the invoice has been issued and the payment received against such invoice before such service became taxable;

(b) no tax shall be payable if the payment has been received before the service becomes taxable and invoice has been issued within 14 days of the date when the service is taxed for the first time.

The facts given in the question does not fall under any of the above two clauses. Hence service tax is payable on the same.

Question 3

Ajay Ltd. has agreed to render services to Mr. Guru. The following are the chronological events:

	Particulars
	`

	Contract for services entered into on 31.8.2012
	

	Advance received in September, 2012 towards all services
	60,000

	Total value of services, billed in February, 2013
	2,10,000

	Above includes non-taxable services of 
	70,000

	Balance amount is received in March, 2013
	


When does the liability to pay service tax arise and for what amount? Contract contains clear details of services; consideration and service tax are charged separately, as mutually agreed upon.

Answer

As per Rule 3 of point of taxation Rules, 2011,
The point of taxation shall be -

(a) the time when the invoice for the service provided/ agreed to be provided is issued. However, in case the invoice is not issued within 30 days of the completion of the provision of the service, the point of taxation shall be date of such completion.

(b) in a case, where the person providing the service, receives a payment before the time specified in clause (a), the time, when he  receives such payment, to the extent of such payment.

For the purpose of this rule, wherever any advance by whatever name known, is received by the service provider towards the provision of taxable service, the point of taxation shall be the date of receipt of each such advance.
Advance portion
	Particulars
	`

	Advance received towards all services in September, 2012
	= 60,000

	Amount billed for taxable services


	= 2,10,000 – 70,000

= 1,40,000

	Advance received towards taxable services


	= 
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= 40,000

	Service tax @ 12% (since, service tax is charged separately)
	= 40,000 x 12%

= 4,800

	Education cess @ 2%
	=     96

	Secondary and higher education cess @ 1%
	=     48

	Total service tax liability
	= 4,944


In this case, the due date for payment of service tax will be 5th October, 2012.

Balance portion
	Particulars
	`

	Amount billed for taxable services
	= `1,40,00

	Advance received towards taxable services
	= 40,000

	Amount billed but not received towards taxable services
	= `(1,40,000 – 40,000)

= 1,00,000

	Service tax @ 12%
	= 1,00,000 x 12%

= 12,000

	Education cess @ 2%
	=      240

	Secondary and higher education cess @ 1%
	=      120

	Total service tax liability
	= 12,360


In this case, the due date for payment of service tax will be 5th March, 2013.

Question 4

Determine the Point of Taxation in each of following independent cases in accordance with Point of Taxation Rules, 2011:
	S. No. 
	Date of completion of service 
	Time [date] of invoice 
	Date on which payment received 

	1. 
	10.04.2012 
	05.05.2012 
	20.05.2012 

	2.
	10.04.2012 
	05.05.2012 
	25.04.2012 

	3
	10.04.2012 
	05.05.2012
	25.04.2012 (part) and 20.05.2012 (remaining) 

	4.
	10.04.2012
	05.05.2012
	O6.04.2012 (part) and 09.04.2012 (remaining) 

	5.
	10.04.2012
	05.05.2012
	06.04.2012 (part) and 01.05.2012 (remaining) 

	6.
	10.04.2012
	16.05.2012
	20.05.2012 

	7.
	10.04.2012
	16.05.2012
	05.04.2012 (part) and 14.05.2012 (remaining) 


Answer

The provisions of Rule 3 of Point of Taxation Rules are given below in Tabular Format for easy recap:

	Relevant Clause

and Rule
	Time of Issue of Invoice
	Point of Taxation unless

otherwise specified

	Clause (a) of

Rule 3
	Within the time period specified in Rule 4A of the Service Tax Rules, 1994 i.e. thirty days (or forty five days for banks and financial institutions) from the date of completion of the service
	Time of issuance of invoice



	
	According to substituted proviso to Rule 3(a) with effect from 01.04.2012 if invoice is Not issued within [i.e. After] thirty days (or forty five days for banks and financial institutions )from the date of completion of the service
	Date of Completion of provision of service

	Clause (b) of

Rule 3
	If, service provider receives any payment before time specified in clause (a) above i.e. before the issuance of invoice or before date of completion of service as the case may be.
	Time [Date] of Payment to the extent it is received.


Note in respect of receipt of advance: According to Explanation appended to this Rule 3 wherever any advance by whatever name known is received by the service provider towards the provision of taxable service, the Point of Taxation shall be the Date of Receipt of each such advance 
Point of Taxation in each of above cases has been given in following table:

	S.

No.
	Date of

Completion

of service
	Time [Date] of

Invoice, Bill or

Challan as the

case may be
	Date on which

payment

received
	Point of

Taxation
	Remarks

	1.
	10.04. 2012
	5.05.2012
	20.05.2012
	5.05.2012
	Invoice issued within 30 days and

before receipt of payment.

	2.
	10.04.2012
	5.05.2012
	25.04.2012
	25.04.2012
	Invoice issued within 30 days but payment received before invoice.

	3.
	10.04. 2012
	5.05.2012
	Part payment

on 25.04.2012

remaining on

20.05.2012
	25.04.2012 for

the part payment and

5.05.2012 for

the remaining

amount
	Invoice issued within 30 days. Part payment received before invoice and remaining payment after invoice.

	4.
	10.04. 2012
	5.05.2012
	Part payment on 6.04.2012 and remaining on 09.04.2012
	06.04.2012 and 09.04.2012 for the respective

amount
	Invoice issued within 30 days.

However, the advance has been

received in two

installments before

the date of completion of service. Thus, date

of receipt of each

such advance shall

be treated as point

of taxation.

	5.
	10.04. 2012
	5.05.2012
	Part payment

on 06.04.2012

and remaining

on 1.05.2012
	06.04.2012

and 1.05.2012

for the

respective

amount
	Invoice issued within 30 days. Part payment [in the form of advance] received before issue of invoice and remaining payment

received before

issuance of Invoice

	6.
	10.04. 2012
	16.05.2012
	20.05.2012
	10.04.2012
	Invoice not issued

within 30 days and

payment received

after completion of

service. Thus. Point

of Taxation is Date of completion of

service.

	7.
	10.04. 2012
	16.05.2012
	Part payment

on 05.04.2012

and remaining

on 14.05.2012
	05.04.2012 and 10.04.2012 for

Respective amounts
	Invoice not issued

within 30 days. Part payment received as advance before completion of service and remaining  payment

received after completion of service


Question 5

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 Rules, 2011?

	Case
	Date of Issuance of Invoice
	Date of receipt of payment

	I
	25.06.2012 for `1,00,000
	26.06.2012 for ` 1,00,000

	II
	25.06.2012 for ` 1,00,000
	26.06.2012 for ` 60,000

	III
	25.06.2012 for `60,000
	26.06.2012 for ` 1,00,000

	IV
	24..06.2012 for `1,00,000
	20.06.2012 for ` 1,00,000

	V
	03.07.2012 for ` 1,00,000
	30.06.2012 for ` 1,00,000

	VI
	24.07.2012 for ` 1,00,000
	20.06.2012 for ` 1,00,000


Answer

According to substituted Rule 5 of Point of Taxation Rules, 2011 with effect from 01.04.2012, where a service is taxed for the first time, then Point of Taxation will be determined in the following manner:

	Relevant Rule of POT Rules, 2011
	Time of Issue of Invoice
	Time of receipt of

payment
	Position of

Taxability

	Rule 5(a)
	Before the date such service becomes taxable for the first time
	Before the date such service becomes taxable for the first time
	Not-Taxable to the extent of issue of invoice and receipt of payment against such invoice.

	Rule 5(b)
	Issue of invoice within fourteen days of the date when the service is taxed for the first time.
	Before the date such service becomes taxable for the first time
	Not Taxable if the payment has been received before the service become taxable and invoice has been issued within fourteen days of the date when the service is taxed for the first time.


In the light of above provisions of Rule 5 of POT Rules, 2011 the position of taxability in each of cases given in the question will be as under:

	Date of Issuance of Invoice
	Date of receipt

of payment
	Position of Taxability

	25.06.2012 for

` 1,00,000
	26.06.2012 for `1,00,000
	Not-Taxable to the extent of issue of invoice and receipt of payment against such invoice before such service becomes taxable i.e. entire amount of `1,00,000 in this case.

	25.06.2012 for

` 1,00,000
	26.06.2012 for `
60,000
	Not-taxable to the extent of `60,000 because against the invoice of `1,00,000 only part payment to the extent of `60,000 has been received before such service becomes taxable for the first time. In other words, `40,000 received after such service become taxable [i.e. after 01.07.2012] will be subject to service tax.

	25.06.2012 for

` 60,000
	26.06.2012 for `
1,00,000
	Not-taxable to the extent of ` 60,000 because of Rule 5(a) of this Rule i.e. to the extent of issue of invoice and receipt of payment against such invoice before such service becomes taxable.

The taxability of remaining ` 40,000/- will be determined in the following manner:

	
	
	Time of Issuance of

Invoice
	Time of

Receipt of

Payment
	Position of

Taxability

	
	
	If invoice for `40,000 is issued within 14 days [i.e. latest by 14.07.2012 in the

present case] from the date such service becomes taxable.
	Before the date such

Service becomes

taxable for the first

time
	Not Taxable because the situation will

be squarely covered by

Rule 5(b).


	
	
	If invoice for ` 40,000/- is not issued within 14 days [i.e. after 14.07.2012 in the

present case] from the date such service becomes taxable.
	Before the date such service becomes

taxable for the first

time
	Taxable because

neither the requirement

of Rule 5(a) nor Rule

5(b) is met.


	24.06.2012 for

`1,00,000
	20.06.2012 for

` 1,00,000
	Not Taxable as the payment has been received before the service became taxable and invoice has also been issued before such service became taxable.

	03.07.2012 for ` 1,00,000
	30.06.2012 for ` 1,00,000
	No Tax shall be payable because payment has been received before the service becomes taxable and invoice has been issued within 14 days of the date when the service is taxed for the first time.

	24.07.2012 for

` 1,00,000
	20.06.202 for

` 1,00,000
	Taxable because essential requirement of issue of invoice within 14 days of the date when service is taxed for the first time is not met.


Question 6

Kirti Ltd is the owner of a coal-mine in Bihar. It obtained a patent from the concerned competent authorities in relation of foregoing coal-mine in February, 2011. Further, the company has entered into an agreement with ABC Ltd in April, 2011 for allowing the latter party to extract coals for the next three years. The consideration payable by ABC Ltd. For using the coal-mine has been fixed @ `1000 per tonne. The quantum of coal extracted by ABC Ltd and other relevant details are given in the following table:

	Relevant Year
	Relevant Output (in Tonnes]
	Consideration for using the coal-mine @ `1000/-

per tonne
	Date of Issuance of Invoice
	Date of Receipt of

Payment

	2011-12

2012-13

2013-14
	2,000

3,000

4,000
	20,00,000

30,00,000

40,00,000
	05.07.2012

13.04.2013

11.04.2014
	26.08.2012

03.04.2013

20.07.2014


Note: Kirti Ltd. has not exercise the option given under rule 9 and applied Point of Taxation Rule from April 1, 2011 itself.
Answer

It is pertinent to clarify here that in the present question, Kirti Ltd. is the service provider and ABC Ltd. is the service recipient. Since whole amount of the consideration for the provision of patent is not ascertainable at the time when service was performed and subsequently the use of these services by a person other than the provider gives right to any payment of consideration, both the conditions specified in Rule 8 of POT Rules, 2011 get satisfied. The Point of Taxation of Kirti Ltd. for the various Financial Years has been exhibited in the following table:

Point of Taxation For Various Financial Years As Per Rule 8
Earlier of the following two:

(i) Date of Issuance of Invoice;

(ii) Date of receipt of payment.

It is worth highlighting that Point of Taxation is to be determined in the above manner each time on the occurrence of earlier of the above two events.
	Point of Taxation
	Reason/Remarks

	05.07.2012
	Date of Issuance of Invoice[05.07.2012] falls before Date of Payment[ 26.08.2012]

	03.04.2013
	Date of Payment [03.04.2013]precedes Date of Issuance of Invoice[13.04.2013]

	11.04.2014
	Date of Issuance of Invoice[11.04.2014] falls before Date of Payment[20.07.2014]


EXERCISES
1. The value of a taxable service is ` 10,000. Service tax payable on it is:
(a) ` 1236

(b) ` 1200

(c) ` 1030

(d) ` 1020

2. The charge of service tax is on the:
      (a) service provided

      (b) service provided or agreed to be provided
      (c) service to be provided

      (d) none of the above

Answers

1.(a); 2.(b)
VALUATION OF TAXABLE SERVICE

Learning objectives
After reading this chapter you will be able to understand the:
♦ provisions relating to valuation of taxable services for charging service tax.

♦ concept of gross amount charged and consideration for taxable services.

1. Valuation of taxable services for charging service tax [Section 67]

Section 67 provides for the valuation of taxable services. The provisions of this section are discussed below:
(1) Consideration in terms of money

If the consideration for a taxable service is in terms of money, the value of such service shall be the gross amount charged by the service provider for such service provided or to be provided by him.
(2) Consideration not wholly or partly in terms of money

If the consideration for a taxable service is not wholly or partly in terms of money, then the value of such service shall be such amount in money, with the addition of service tax charged, is equivalent to the consideration.
(3) Consideration not ascertainable

If the consideration for a taxable service is not ascertainable, the value of such service shall be the amount as may be determined in the prescribed manner.
(4) Where the gross amount charged is inclusive of service tax payable

Where the gross amount charged by a service provider, for the service provided or to be provided is inclusive of service tax payable, the value of such taxable service shall be such amount as, with the addition of tax payable, is equal to the gross amount charged.
Illustration

Rishabh provides a taxable service to Padam for a consideration of `10,000 inclusive of service tax at 12.36%. The value, in such case, shall be computed as 
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(5) Gross amount charged includes amount received before/during/after the provision of such service

The gross amount charged for the taxable service shall include any amount received towards the taxable service either before, during or after the provision of such service. 

(6) Subject to the aforementioned provisions mentioned, the value of a taxable service shall be determined in such manner as may be prescribed.
1. Gross amount charged includes payment by cheque, credit card, deduction from account and any form of payment by issue of credit notes or debit notes and book adjustment, and any amount credited or debited, as the case may be, to any account, whether called “suspense account” or by any other name, in the books of

account of a person liable to pay service tax, where the transaction of taxable service is with any associated enterprise.

2. Consideration includes any amount that is payable for the taxable services provided or to be provided.

2. Service Tax (Determination of Value) Rules, 2006

Notification No.12/2006-ST, dated 19.04.2006 has notified the Service Tax (Determination of Value) Rules, 2006. They have come into force from 19.04.2006.
2.1 Definitions [Rule 2]

Value: “Value” shall have the meaning assigned to it in section 67 [Clause (c)].

The words and expressions used in these rules and not defined but defined in the Finance Act, 1994 shall have the meaning respectively assigned to them in the Act.
2.2 Determination of value of service in relation to money changing [Rule 2B]

Rule 2B provides the manner of determination of the value of taxable service provided so far as the services so provided pertains to purchase or sale of foreign currency, including money changing. The value of service shall be determined as follows:-

(a) For a currency, when exchanged from, or to, Indian Rupees (INR)

For a currency, when exchanged from, or to, Indian Rupees (INR), the value shall be equal to the difference in the buying rate or the selling rate, as the case may be, and the Reserve Bank of India (RBI) reference rate for that currency at that time*, multiplied by the total units of currency.

*Note: Where the RBI reference rate for a currency is not available

Where the RBI reference rate for a currency is not available, the value shall be 1% of the gross amount of Indian Rupees provided or received, by the person changing the money.

Example I: US$ 1,000 are sold by a customer at the rate of `45 per US$.
RBI reference rate for US$ is `45.50 for that day.
Value of taxable service= (RBI reference rate for $ – Selling rate for $) × Total units
= `(45.50 - 45) × 1,000

= ` 0.50 × 1,000
The taxable value shall be `500.

Example II: INR 70,000 is changed into Great Britain Pound (GBP) and the exchange rate offered is `70, thereby giving GBP 1000.
RBI reference rate for that day for GBP is `69.
The taxable value shall be `1,000.

(b) Where neither of the currencies exchanged is Indian Rupee

Where neither of the currencies exchanged is Indian Rupee, the value shall be equal to 1% of the lesser of the two amounts the person changing the money would have received by converting any of the two currencies into Indian Rupee on that day at the reference rate provided by RBI.

Illustration 2: (i) Siddhi Ltd. exported some goods to Samson Inc. of USA. It received US $ 9,000 as consideration for the same and sold it @ ` 44 per US dollar. Compute the value of taxable service under rule 2B of the Service Tax (Determination of Value) Rules, 2006 in the following cases:-
(a) RBI reference rate for US dollar at that time is ` 45 per US dollar.
(b) RBI reference rate for US dollars is not available.
(ii) What would be the value of taxable service if US $ 9,000 are converted into UK £ 4,500. RBI reference rate at that time for US $ is ` 46 per US dollar and for UK £ is ` 88 per UK Pound.
Solution:

(i) (a) For a currency, when exchanged from, or to, Indian Rupees (INR), the value shall be equal to the difference in the buying rate or the selling rate, as the case may be, and the Reserve Bank of India (RBI) reference rate for that currency at that time, multiplied by the total units of currency.
Hence, in the given case, value of taxable service would be as follows:-
(RBI reference rate for $ – Selling rate for $) × Total units of US $

= ` (45-44) × 9,000

= ` 9,000

(b) If the RBI reference rate for a currency is not available, the value shall be 1% of the gross amount of Indian Rupees provided or received, by the person changing the money .

Hence, in the given case, value of taxable service would be as follows:-

1% of ` (44 × 9,000)

=` 3,960

(ii) Where neither of the currencies exchanged is Indian Rupee, the value shall be equal to 1% of the lesser of the two amounts the person changing the money would have received by converting any of the two currencies into Indian Rupee on that day at the reference rate provided by RBI.

Hence, in the given case, value of taxable service would be 1% of the lower of the following:-

(a) US dollar converted into Indian rupees = $ 9,000 × ` 46

                                                                     = ` 4,14,000

(b) UK pound converted into Indian rupees = £ 4,500× ` 88

                                                                      = ` 3,96,000

Value of taxable service = 1% of ` 3,96,000

                                        = ` 3,960
2.3 Manner of determination of value when such value is not ascertainable [Rule 3]

The value of taxable service, where such value is not ascertainable, shall be determined by the service provider in the manner described below.

Subject to the provisions of section 67, the value of taxable service, where such value is not ascertainable, shall be determined by the service provider in the following manner:-
(a) Value of similar services

The value of taxable service shall be equivalent to the gross amount charged by the service provider to provide similar service to any other person subject to fulfillment of the conditions below:

1. Such service is in the ordinary course of trade.

2. The gross amount charged is the sole consideration.

(b) When value of similar services cannot be ascertained

Where the value cannot be determined in accordance with clause (a), the service provider shall determine the equivalent money value of such consideration. However, such value shall, in no case be less than the cost of provision of such taxable service.
2.4 Rejection of value by Central Excise Officer and its determination thereon [Rule 4]

(1) Central Excise Officer empowered to verify the value adopted by the service provider

The Central Excise Officer shall have the power to satisfy himself as to the accuracy of any information furnished or document presented for valuation. In other words, where there are adequate reasons warranting verification of the value adopted by the service provider for payment of service tax, rule 4 specifically enables verification of records in such cases.
(2) Rule 3 would not restrict such power

The provisions contained in rule 3 shall not restrict or put to question such power of the Central Excise Officer.

(3) Issue of show cause notice (SCN)

A show cause notice (SCN) shall be issued to the service provider, if the Central Excise Officer is satisfied that the value determined by such service provider is not in accordance with the provisions of the Act or these rules.
(4) SCN to specify the amount of service tax fixed

Such show cause notice will specify the amount of service tax fixed by the Central Excise officer.

(5) Provision of opportunity of being heard and determination of value of taxable service

The Central Excise Officer shall provide a reasonable opportunity of being heard, to the service provider. Thereafter, he shall determine the value of such taxable service for the purpose of charging service tax in accordance with the provisions of the Act and these rules. 
2.5 Inclusion in or exclusion from value of certain expenditure or costs [Rule 5]

(1) General provision

The expenditure or costs incurred by the service provider in the course of providing taxable service forms integral part of the taxable value of the service provided or to be provided. Therefore, they shall be included in the value for the purpose of charging service tax on the said service. It shall not be relevant that various expenditure or costs are separately indicated in the invoice or bill issued by the service provider to his client.

This is a general rule which makes it clear that even when such expenditure or costs are recovered separately by service provider from the service receiver should be includible for discharging the service tax.

Explanation to rule 5(1)-Value of taxable service for the telecommunication service

For the removal of doubts, it is hereby clarified that for the telecommunication service, the value of the taxable service shall be the gross amount paid by the person to whom telecom service is provided by the telegraph authority. 

Hence, in case of service provided by way of recharge coupons or prepaid cards or the like, the value shall be the gross amount charged from the subscriber or the ultimate user of the service and not the amount paid by the distributor or any such intermediary to the telegraph authority.
Individual components of total consideration even if indicated separately in invoice would also form part of value of taxable service

It is clarified that the value of the taxable service is the total amount of consideration consisting of all components of the taxable service and it is immaterial that the details of individual components of the total consideration is indicated separately in the invoice.
Illustration 1 - In the course of providing a taxable service, a service provider incurs costs such as travelling expenses, postage, telephone, etc., and may indicate these items separately on the invoice issued to the recipient of service. In such a case, the service provider is not acting as an agent of the recipient of service but procures such inputs or input service on his own account for providing the taxable service. Such expenses do not become reimbursable expenditure merely because they are indicated separately in the invoice issued by the service provider to the recipient of service.

Illustration 2. - A contracts with B, an architect for building a house. During the course of providing the taxable service, B incurs expenses such as telephone charges, air travel tickets, hotel accommodation, etc., to enable him to effectively perform the provision of services to A. In such a case, in whatever form B recovers such expenditure from A, whether as a separately itemised expense or as part of an inclusive overall fee, service tax is payable on the total amount charged by B. Value of the taxable service for charging service tax is what A pays to B.
Illustration 3. - Company X provides a service of rent-a-cab by providing chauffeur driven cars for overseas visitors. The chauffeur is given a lump sum amount to cover his food and overnight accommodation and any other incidental expenses such as parking fees by the Company X during the tour. At the end of the tour, the chauffeur returns the balance of the amount with a statement of his expenses and the relevant bills. Company X charges these amounts from the recipients of service. The cost incurred by the

chauffeur and billed to the recipient of service constitutes part of gross amount charged for the provision of services by the Company X.
(2) Amounts paid to the third party by the service provider as a “pure agent” of the client not to be included in the taxable value

There could be situations where the client of the service provider specifically engages the service provider, as his agent, to contract with the third party for supply of any goods or services on his behalf. In those cases, such goods or services so procured are treated as supplied to the client rather than to the contracting agent. The service provider in such cases incurs the expenditure purely on behalf of his client in his capacity as an agent, i.e. “pure agent” of the client. Amounts paid to third party by the service provider as a pure agent of his client can be treated as reimbursable expenditure and shall not be included in taxable value.
Conditions to be satisfied in this regard:-

Subject to the provisions mentioned in point (1) above, the expenditure or costs incurred by the service provider as a pure agent of the recipient of service shall be excluded from the value of the taxable service if all the following conditions are satisfied: 

(i) the service provider acts as a pure agent of the recipient of service when he makes payment to third party for the goods or services procured;

(ii) the recipient of service receives and uses the goods or services so procured by the service provider in his capacity as pure agent of the recipient of service;

(iii) the recipient of service is liable to make payment to the third party;

(iv) the recipient of service authorises the service provider to make payment on his behalf; 
(v) the recipient of service knows that the goods and services for which payment has been made by the service provider shall be provided by the third party;

(vi) the payment made by the service provider on behalf of the recipient of service has been separately indicated in the invoice issued by the service provider to the recipient of service;

(vii) the service provider recovers from the recipient of service only such amount as has been paid by him to the third party; and

(viii) the goods or services procured by the service provider from the third party as a pure agent of the recipient of service are in addition to the services he provides on his own account.
Meaning of pure agent

“Pure agent” means a person who–

(a) enters into a contractual agreement with the recipient of service to act as his pure agent to incur expenditure or costs in the course of providing taxable service; 

(b) neither intends to hold nor holds any title to the goods or services so procured or provided as pure agent of the recipient of service;

(c) does not use such goods or services so procured; and

(d) receives only the actual amount incurred to procure such goods or services.
Illustration – X contracts with Y, a real estate agent to sell his house and thereupon Y gives an advertisement in television. Y billed X including charges for Television advertisement and paid service tax on the total consideration billed. In such a case, consideration for the service provided is what X pays to Y. Y does not act as an agent on behalf of X when obtaining the television advertisement even if the cost of television advertisement is mentioned separately in the invoice issued by X. Advertising service is an input service for the estate agent in order to enable or facilitate him to perform his services as an estate agent.

Above illustration provides the distinction between payment made as “pure agent” and payment made as “principal”.
(3) Clarification
	Issue
	Clarification

	The principal job of a custom house agent (CHA) is to get the import/export consignments cleared through customs. 
However, at times they also provide services for packing, unpacking, loading, unloading, bringing or removing the goods to or from the customs area, vesselsor aircrafts for their customers (i.e. importers or exporters). CHAs initially pay the service charges to these agencies and later recover these charges from the customer along with their own charges CHAs. Similar arrangement can occur for payment of statutory levies like custom duties, port charges, cesses etc. leviable on the said goods. Whether the charges which are said to be paid by the CHAs and

later recovered from the customers (i.e. reimbursable charges) should be added to the value for charging

service tax from CHAs?
	It is clarified that the aforesaid reimbursable charges would be excluded from the value of taxable service if all the following conditions are satisfied, -

(a) The activity/service for which a charge is made

should be in addition to provision of CHA service.

(b) There should be arrangement between the customer & the CHA which authorizes or allows the CHA to:-

      (i) arrange for such activities/services for the customer; and

      (ii) make payments to other service providers on his behalf;

(c) The CHA does not use the activities/services for his own benefit or for the benefit of his other customers;

(d) The CHA recovers the reimbursements on ‘actual’ basis i.e. without any mark-up or margin.

(e) CHA should provide evidence to prove nexus between such other than CHA services provided and the reimbursable amounts. 
Similar would be the case for statutory levies, charges by carriers and custodians, insurance agencies and the like.

(f) Each charge for separate activities/services is to be covered either by a separate invoice or by a separate entry in a common invoice.

Any other miscellaneous/out of pocket expenses charged by the CHA would not be excluded.

[Circular No. 119/13/2009-S.T. dated 21-12-2009]


2.6 Service specific inclusion/exclusion of certain items from the value of taxable service [Rule 6]

(1) Inclusions

Subject to the provisions of section 67, the value of the taxable services shall include–

(i) the commission or brokerage charged by a broker on the sale or purchase of securities including the commission or brokerage paid by the stock-broker to any sub-broker; 

(ii) the adjustments made by the telegraph authority from any deposits made by the subscriber at the time of application for telephone connection or pager or facsimile or telegraph or telex or for leased circuit;

(iii) the amount of premium charged by the insurer from the policy holder;

(iv) the commission received by the air travel agent from the airline;

(v) the commission, fee or any other sum received by an actuary, or intermediary or insurance intermediary or insurance agent from the insurer;

(vi) the reimbursement received by the authorised service station, from manufacturer for carrying out any service of any motor car, light motor vehicle or two wheeled motor vehicle manufactured by such manufacturer;
(vii) the commission or any amount received by the rail travel agent from the Railways or the customer;

(viii) the remuneration or commission, by whatever name called, paid to such agent by the client engaging such agent for the services provided by a clearing and forwarding agent to a client rendering services of clearing and forwarding operations in any manner; and

(ix) the commission, fee or any other sum, by whatever name called, paid to such agent by the insurer appointing such agent in relation to insurance auxiliary services provided by an insurance agent.

(x) The amount realised as demurrage or by any other name whatever called for the provision of a service beyond the period originally contracted or in any other manner relatable to the provision of service.

(2) Exclusions

Subject to the provisions contained in sub-rule (1), the value of any taxable service, as the case may be, does not include–

(i) initial deposit made by the subscriber at the time of application for telephone connection or pager or facsimile (FAX) or telegraph or telex or for leased circuit;

(ii) the airfare collected by air travel agent in respect of service provided by him;

(iii) the rail fare collected by rail travel agent in respect of service provided by him;

(iv) interest on delayed payment of any consideration for the provision of services or sale of property, whether moveable or immoveable and

(v) the taxes levied by any Government (including foreign Governments, where a passenger disembarks) on any passenger travelling by air, if shown separately on the ticket, or the invoice for such ticket, issued to the passenger.

(vi) accidental damages due to unforeseen actions not relatable to the provision of service.

(vii) subsidies and grants disbursed by the Government, not directly affecting the value of service.
PRACTICE MANUAL 
Question 1

Will the payment to a hotelier of ` 10,000 on behalf of an architect, the service provider by a service receiver be included in the value of taxable services?
Answer

Service tax chargeable on any taxable service is on the basis of gross amount charged by service provider for such service provided or to be provided by him. It is not necessary that the service receiver should pay the consideration only to the service provider; any money paid to the third party is also includible. Hence, the hotel bill met by the client would be includible in the value of taxable services.
Question 2

Answer the following questions:
(a) 
Can it be said that if the taxable service is not capable of ascertainment, the same cannot form part of value of taxable services?

(b) 
How is the value of taxable services determined when the consideration against taxable services is received in other than monetary terms?

Answer

(a) 
No, it cannot be said so. The provisions of section 67 states clearly that if the consideration for a taxable service is not ascertainable, the value of such service shall be the amount as may be determined in the manner prescribed under the Service Tax (Determination of Value) Rules, 2006.

(b) 
Section 67 of the Finance Act, 1994 provides that if the consideration for a taxable service is not wholly or partly in terms of money, then the value of such service shall be such amount in money, with the addition of service tax charged, is equivalent to the consideration.

Question 3

Ms. Priya rendered a taxable service to a client. A bill for ` 40,000 was raised on 29.4.2012; ` 15,000 was received from the client on 1.5.2012 and the balance on 23.5.2012. No service tax was separately charged in the bill. The questions are:
(a) Is Ms. Priya liable to pay service tax, even though the same has not been charged by her?

 (b) In case she is liable, what is the value of taxable service and the service tax payable?

Answer

Section 68 of the Finance Act, 1994 casts the liability to pay service tax upon the service provider .This liability is not contingent upon the service provider realizing or charging the service tax at the prevailing rate. The statutory liability does not get extinguished if the service provider fails to realize or charge the service tax from the service receiver. Hence, Ms. Priya is liable to pay service tax.
However, sometimes it may happen that the assessee is not able to charge service tax because of the nature of service or he fails to recover the service tax from the client / customer as he is not aware that his services are taxable. Hence, in these cases, the amount recovered from the client in lieu of having rendered the service will be taken to be inclusive of service tax and accordingly tax payable will be calculated by making back calculations.

The rates of service tax payable are:

Basic rate 










    12%

Education cess (2% of 12%) 







             0.24%

Secondary and higher education cess (1% of 12%) 





 0.12%

Effective rate of service tax 







           12.36%

As per Rule 3 of point of taxation Rules, 2011,

The point of taxation shall be -

(a)
 the time when the invoice for the service provided/to be provided is issued.
However, in case the invoice is not issued within 30 days of the completion of the provision of the service, the point of taxation shall be date of such completion.
(b) 
in a case, where the person providing the service, receives a payment before the time specified in clause (a), the time, when he receives such payment, to the extent of such payment.
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= `4,400
Question 4

Ms. Priyanka, a proprietress of Royal Security Agency received ` 1,00,000 by an account payee cheque as advance while signing a contract for providing taxable service. She received ` 5,00,000 by credit card while providing the service and another ` 5,00,000 by a pay order after completion of service on January 31, 2013. All three transactions took place during financial year 2012-13. She seeks your advice about her liability towards value of taxable service and the service tax payable by her. The amount of service tax has been charged separately.

Answer

Computation of taxable service of Ms. Priyanka for financial year 2012-13

	Particulars
	`

	Advance received by an account payee cheque
	1,00,000

	Amount received while providing service through credit card
	5,00,000

	Amount received on completion of service by a pay order
	  5,00,000

	Value of taxable service
	11,00,000


Calculation of service tax liability

	Particulars
	`

	Service tax @12% on ` 11,00,000
	1,32,000

	Add: (i) Education cess @ 2% on service tax
	2,640

	Add: (ii) Secondary and higher education cess @ 1% on service tax
	     1,320

	Total service tax payable
	1,35,960


Notes:
1. Money means legal tender, cheque, promissory note, bill of exchange, letter of credit, draft, pay order, traveler cheque, money order, postal or electronic remittance or any such similar instrument but shall not include any currency that is held for its numismatic value

2. Gross amount charged includes payment by cheque, credit card, deduction from account and any form of payment by issue of credit notes or debit notes and book adjustment

3. It has been assumed that the assessee is not an SSP.

Question 5

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 ` 4,48,500 after the deduction of income-tax of ` 51,500.Service tax will be payable on ` 4,48,500.

Answer

False : As the charge of the service tax is on the total value of services provided, the gross receipts are to be considered for tax calculation. Hence, service tax will be payable on the gross fee of ` 5 lakh.

Question 6

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 ` 20.2 lacs in the financial year 2011-12, furnishes the following details pertaining to the half year ended on 30.9.2012:

	
	
	(`)

	(i)
	Amounts collected from companies for pre-recruitment screening 
	2,50,000

	(ii)
	Amounts collected from companies for recruitment of  
	

	
	Permanent staff 
	3,00,000

	
	Temporary staff
	4,00,000

	(iii)
	Advances received from prospective employers for conducting 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 assessee for the relevant half year.

Answer 

Computation of value of taxable services and service tax payable by M/s Pareesh & Co.:-
	Particulars
	Amount of taxable services (`)
	Amount of service tax (`)

	Amounts collected from companies for pre-recruitment screening
	2,50,000
	30,900

	Amounts collected from companies for recruitment of permanent staff
	3,00,000
	37,080

	Amounts collected from companies for recruitment of temporary staff
	4,00,000
	49,440

	Advances received from prospective employers for conducting campus interview in colleges (Note-1)
	     89,000
	   11,000

	Total 
	10,39,000
	1,28,420


Notes:

1. Amounts received as advance are also liable to service tax. Service tax on advance has been calculated on the presumption that the same is inclusive of service tax
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2. Since the value of taxable services rendered in the preceding year is more than ` 10 lakh (i.e. ` 20.2 lakh), the assessee is not a small service provider. Hence, it is not eligible for the exemption available to the small service provider.

Question 7

During the year ended 31.3.2012, Kohli & Co. , running a coaching centre, has collected a sum of ` 10.2 lacs as service tax, ` 70,000 was met through Cenvat credit and the balance was paid by cheques on various dates. The details pertaining to the quarter ended 30.6.2012 are as under:

	Particulars
	Amount

(`)

	Value of free coaching rendered
	20,000

	Coaching fees collected from students (Service tax collected separately)
	14,50,000

	Advance received from a college for coaching their students, on 30.6.2012. 

However, no coaching was conducted and the money was returned on 12.4.2013
	3,00,000


Determine the Service Tax Liability for the quarter and indicate the date by which the service tax has to be remitted by the assessee.

Answer

Computation of Service Tax Liability of Kohli & Co. for the quarter ended 30.06.2012:-
	Particulars
	Amount of service tax 
(`)

	Free coaching rendered
	Nil

	Coaching fees collected from students 
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	1,79,220

	Advance received from a college for coaching their students
	33,001

	Total Service Tax Liability for the quarter ended 30.06.2012
	2,12,221


Notes:

1. Free coaching is not exigible to service tax

2. Coaching fees collected from students will be liable to service tax @ 12.36%.

3. Advance receipt is chargeable to service tax. It is immaterial that no coaching was conducted and the money was returned on 12.4.2013. Advance would be chargeable to service tax in the quarter ended 30.06.2012. Advance has been assumed to be inclusive of service tax 
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During the preceding financial year, the service tax liability met by the assessee, inclusive of CENVAT credit availed was more than ` 10 lakh. Hence, during the current financial year, for all quarters, payment of service tax will have to be made electronically. Therefore, the last date for making the payment of service tax by Kohli & Co. (non-corporate assessee), other than HUF for the quarter ended 30.06.2012 is 6th July, 2012.

Question 8

How will a taxable service be valued when the consideration thereof is not wholly or partly in terms of money?

Answer 

As per section 67 (2) of the Finance Act, 1994, if the consideration for a taxable service is not wholly or partly in terms of money, then the value of such service shall be such amount in money, with the addition of service tax charged, is equivalent to the consideration.

In other words, where the service rendered is for a consideration not wholly or partly consisting of money the value of the taxable service is equivalent to the total value of the consideration. However, the total of such money and non-money values of the consideration has to be treated as inclusive of the service tax payable thereon.

Question 9

ABC Partnership firm, is engaged in providing a taxable service. For the quarter ended on 31st March 2013, its gross receipts were ` 18,00,000 (No amount was received in preceding quarters). The break-up of these receipts are as follows:

	Month in which services are performed
	Receipt

(`)

	July, 2012 (includes ` 1,00,000 for the services in relating to betting)
	4,00,000

	August, 2012 (includes ` 1,25,000 for the services rendered with the Indian territorial waters)
	3,00,000

	January, 2013 (includes ` 1,75,000 for services rendered to its associated enterprise in India)
	5,00,000

	February, 2013 (includes ` 1,50,000 for services rendered in the State of Jammu & Kashmir)
	6,00,000


In the financial year 2011-12, ABC Partnership firm, had paid `2,47,200 as service tax (@12.36%). State the amount of Service Tax Payable; for the quarter ended on 31st March 2013.

Answer 

Computation of service tax payable by ABC partnership firm for the month of January, 2013
	Particulars
	`

	Services performed in July, 2012 [Refer Note 1]
	3,00,000

	Services performed in August, 2012 [Refer Note 2]
	3,00,000

	Services performed in January, 2013 [Refer Note 3]
	5,00,000

	Services performed in February, 2013 [Refer Note 4]
	  4,50,000

	Total taxable services including service tax
	15,50,000

	Service tax (including 3% education cesses) payable on above, rounded off [Refer Note 5]
	1,70,506


Notes:

1. Services in relation to betting is included in the negative list of services. Hence, it is not taxable.

2. Levy of service tax extends to whole of India excluding Jammu and Kashmir and India includes Indian territorial waters. Hence, services rendered within Indian territorial waters would be liable to service tax.

3. Services rendered to associated enterprise are liable to service tax..

4. Levy of service tax extends to whole of India excluding Jammu and Kashmir. Hence, services rendered in Jammu and Kashmir would not be liable to service tax.

5. As the particulars relate to gross receipts, the same are taken to be inclusive of service tax and hence service  tax has been computed by making back calculations

    = 
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6. The aggregate value of taxable services of ABC partnership firm In the preceding financial year i.e., F.Y. 2011-12 is more than ` 10,00,000 as it has paid service tax of ` 2,47,200. Hence, it will not be entitled to exemption for small service providers in F.Y.2012-13 and would be liable to service tax.

Question 10

Mr. Ram who has entered into a roll over contract approached NDBC Bank for selling US $35,000 at rate of `49 per US $ RBI reference rate for US $ is `49.50 at that time. However, rate of exchange declared by CBEC for the day is `50.50 per US $. Calculate the value of taxable service.
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Answer

Rule 2B of the Service Tax (Determination of Value) Rules, 2006 provides the manner of determination of the value of taxable service so far pertains to purchase or sale of foreign currency, including money changing. The value of service for a currency, when exchanged from, or to, Indian Rupee (INR), shall be equal to the difference in the buying rate or the selling rate, as the case may be, and the Reserve Bank of India (RBI) reference rate for that currency at that time, multiplied by the total units of currency.

Hence, the value of taxable service = (RBI reference rate for $-Selling rate for $) 
[image: image12.wmf]´

Total units


= ` (49.50 – 49) 
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 35,000


= ` 0.50 
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The taxable value shall be `17,500.

Question 11

Rishabh Professionals Ltd. is engaged in providing services which became taxable with effect from July 01, 2012. Compute the service tax payable by Rishabh Professionals Ltd. on the following amounts (exclusive of service tax) received for the month of March, 2013:-

	Particulars
	Amount (`)

	Services performed before such service became taxable
	5,00,000

	Services by way of renting of residential dwelling for use as residence
	1,50,000

	Market Value of free services rendered to the friends
	20,000

	Advance received in March, 2013 for services to be rendered in July, 2013

(The agreement got terminated in April, 2013. Hence, no services were rendered in July, 2013. However, a sum of ` 3,50,000 was refunded in June, 2013) 
	5,00,000

	Other receipts
	12,00,000


Answer
Computation of Service Tax Payable by Rishabh Professionals Ltd.:-

	Particulars
	Amount (`)

	Services performed before such service became taxable (Amount received after the service become taxable is taxable as per rule 5 of POT Rules, 2011.)
	5,00,000

	Services by way of renting of residential dwelling for use as residence (Note-1)
	Nil

	Free services rendered to the friends (Note-2)
	Nil

	Advance received for the services to be rendered in July, 2013 (Note-3)
	5,00,000

	Other receipts
	12,00,000

	Total
	22,00,000

	Less: Exemption available to small service providers (Note-4)
	10,00,000

	Value of taxable services
	12,00,000

	Service tax @12%
	1,44,000

	Add: Education cess @ 2%
	2,880

	Add: Secondary and higher education cess @ 1%
	1,440

	Service Tax Payable
	1,48,320


Notes:-
1. 
Services by way of renting of residential dwelling for use as residence are included in the negative list of services. Hence, they are not subject to service tax.
2.
 Service tax is chargeable on the value of service. Thus, service tax is not payable in case of free services as there is no consideration in such case.
3. 
Advance received for the services to be rendered in July, 2013 is liable for service tax. The amount of service tax included in the amount refunded in the next financial year i.e. June 2013 would be adjusted against service tax liability of subsequent periods. [It is assumed that ` 3,50,000 refunded in June, 2013 after the termination of agreement includes the amount of service tax payable thereon].
4. 
Since, services provided by Rishabh Professional Ltd. became taxable on July 01, 2012, aggregate value of taxable services rendered in preceding financial year 2011-12 is Nil. Hence, Rishabh Professional Ltd. is eligible for exemption under Notification No. 33/2012 ST dated 20.06.2012.

Question 12

Sambahv Private Limited is engaged in providing the services liable to service tax. Compute the service tax payable by it in the month of October, 2012 from the information furnished below:-
	Particulars
	Amount (`)

	Services rendered to poor people free of cost (Value of the services computed on comparative basis)
	40,000

	Advances received in October, 2012 from clients for which no service has been rendered so far
	50,000

	Renting of agro machinery for agricultural purpose
	5,00,000

	Amount received for the services rendered in July, 2012 (Bills for the same were issued on July 29, 2012)
	60,000


Note: The aforesaid amounts are exclusive of service tax. Sambahv Private Limited is not eligible for small service providers’ exemption in the financial year 2012-13.

Answer

Computation of Service Tax Payable by Sambhav Private Limited in the month of October, 2012:-
	Particulars
	Amount(`)

	Services rendered to poor people free of cost (Note-1)
	Nil

	Advances received in October, 2012 from clients (Note-2)
	50,000

	Renting of agro machinery for agricultural purpose (Note-3)
	Nil

	Amount received for the services rendered in July, 2012 ( Note-4)
	Nil

	Value of taxable services
	50,000

	Service tax @ 12% = `50,000 × 12%
	6,000

	Education cess @ 2% = ` 6,000 × 2%
	120

	Secondary and higher education cess @ 1% = ` 6,000 × 1%
	60

	Service Tax Payable
	6,180


Notes:

1. 
Service tax is chargeable on the value of service. Thus, service tax is not payable in case of free services as there is no consideration in such case.

2.
 Advances received in October, 2012 shall be taxable in the month of receipt of advance only. [Explanation to rule 3 of the Point of Taxation Rules, 2011].

3. 
Services relating to renting of agro machinery for agricultural purpose is included in the negative list of service. Hence, it is not taxable.

4. 
Point of taxation in respect of the services rendered in July, 2012 is July 29, 2012. Hence, receipts of ` 60,000 is not chargeable to service tax in October, 2012 [Rule 3(a) of the Point of Taxation Rules, 2011].

Question 13

Ahmed & Co. of Srinagar rendered taxable services both within and outside the State of Jammu & Kashmir. It received ` 26,12,000 for the services rendered inside the State of Jammu & Kashmir and ` 18,00,000 for the services rendered outside the State of Jammu & Kashmir. 

Compute its taxable service value and service tax liability.

In case, Ahmed & Co. was situated in Mumbai, what would be value of its taxable service and service tax liability?

Answer

Eligibility to service tax for services rendered in Jammu & Kashmir and other places:-

The services rendered inside the State of Jammu and Kashmir are not liable to service tax and hence, `26,12,000 is not chargeable to service tax.
The services rendered outside the State of Jammu and Kashmir are liable to service tax and service tax should be paid by the service recipient under reverse charge.
Value of taxable service = `18,00,000

The service tax liability would be `18,00,000 x 
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= ` 2,22,480
In case Ahmed & Co. was in Mumbai, the services rendered in the State of Jammu and Kashmir would not be liable to service tax levy and the services rendered at any place other than Jammu and Kashmir would be liable to service tax. 

Hence, receipts of ` 18,00,000 is liable to service tax.
Value of taxable service = `18,00,000 x 
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= ` 16,01,994

The service tax liability would be `18,00,000 x 
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= ` 1,98,006
Note: It has been assumed that Ahmed & Co. is non SSP.
Question 14

State with reasons whether the following are liable for service tax :

(i) 
Services rendered by a sub-contractor.

(ii) 
Services rendered to associated enterprise.

Answer

(i) 
Services rendered by sub-contractor are liable to service tax. A sub-contractor is essentially a taxable service provider. The fact that services provided by such subcontractors are used by the main service provider for completion of his work does not in any way alter the fact of provision of taxable service by the sub-contractor.

(ii) 
Services rendered to associated enterprise are liable to service tax. No special treatment from exigibility to service tax or exemption has been provided for services rendered to an associated enterprise.

Question 15

Chandra Limited started providing taxable services. The services became taxable from 01.10.2012.

Chandra Limited for the month of March, 2013, received following receipts (inclusive of service tax)
	S. No.
	Particulars
	Amount (`)

	1.
	Amount received in respect of services rendered in July and August, 2012.
	10,30,000

	2.
	Services rendered to its auditors against audit fee Payable.
	5,15,000

	3.
	Advance received for services to be rendered in May, 2013.
	6,18,000

	4.
	Market Value of Services provided to office staff and their relatives free of cost
	20,000


Out of advance received, 50% was returned on 15-04-2013 to the party, as they have closed their operations from 31-03-2013.

Compute the taxable services and service tax payable for March, 2013 by Chandra Limited.

Answer

Computation of amount of service tax collected by Chandra Limited:-
	Particulars
	Amount (`)

	Amount received in respect of services rendered in July and August 2012(Amount Received after the service become taxable is taxable as per rule 5 of POT Rules,2011)
	10,30,000

	Services provided to its auditors against audit fee payable

	5,15,000

	Advance received for services to be rendered in May 2013 (advance receipt is chargeable to service tax. It is immaterial that operation has been closed from 31/03/2013 and advance was returned on 15/04/2013. As regards this month, it is chargeable to tax.)

	6,18,000

	Services provided to office staff and their relatives free of cost (service rendered without any consideration are not liable to service tax)

	NIL

	Gross Amount

	21,63,000

	Less: Exemption available to small service providers (since, service became taxable in 2012-13 itself, the aggregate value of taxable services in 2011-12 would be zero. Hence, Chandra Limited is eligible for small service providers’ exemption in the current financial year
	10,00,000

	Value of taxable services (inclusive of service tax)
	11,63,000

	Value of taxable services (excluding service tax) = `11,63,000 ×100/112.36
	10,35,066

	Service tax = `11,63,000 × 12.36/112.36
	1,27,934


Notes:-

1. 
It has been assumed that Chandra Limited and it has not collected service tax on the turnover up to `10 lakh and has started collecting the same thereafter.

2. 
Amount Received after the service become taxable is taxable as per rule 5 of POT Rules,2011.

Question 16

Briefly explain the “Exemption available to small scale service providers” in reference to service tax:

Answer

Central Government has exempted the taxable services of aggregate value not exceeding ` 10 lakh in any financial year from the whole of the service tax leviable thereon under section 66B of the Finance Act, 1994 in case the aggregate value of taxable services rendered by the service provider from one or more premises, does not exceed `10 lakh in the preceding financial year.

Question 17

ABC & Co. received the following amounts during the half year ended 31.03.2013:
	Particulars
	Amount(`)

	(i) For services performed prior to the date of levy of service tax
	3,50,000

	(ii) Advance amount received in March, 2013 (No service was rendered and the amount was refunded to the client in July 2013)
	75,000

	(iii) For free services rendered to customers, amount reimbursed by the manufacturer of such product. (for the period after the imposition of service tax)
	50,000

	(iv) Amounts realized and on which service tax is payable (excluding the items (i) to (ii) above)
	14,26,500


Calculate the Service Tax Liability duly considering the threshold limit.

Answer

Computation of Service Tax Liability of ABC & Co.:-
	Particulars
	Amount(`)

	Amount received for the services rendered prior to levy of service tax is taxable as the amount received after the service become taxable (Rule 5 of POT Rules, 2011.) 


	3,50,000

	Advance received is liable to service tax. On refund of amount received for the services; service tax so paid would be adjusted against service tax liability of the subsequent period.
	75,000

	Amount received from manufacturer for free services rendered to customers is liable for service tax
	50,000

	Amount realized for services rendered after imposition of service tax.


	14,26,500

	Total
	19,01,500

	Less: Threshold limit
	10,00,000

	Value of taxable service

	9,01,500

	Service Tax Liability =     (`9,01,500 x 12.36)/112.36                                                           
	99,168


Question18

Briefly provide the manner of determination of the value of taxable service relating to purchase or sale of foreign currency, including money changing.

Answer

Rule 2B of Service Tax ( Determination of Value ) Rules, 2006 provides the manner of determination of the value of taxable service provided so far as the services so provided pertains to purchase or sale of foreign currency, including money changing. The value of service shall be determined as follows:-

(a) 
For a currency, when exchanged from, or to, Indian Rupees (INR)
For a currency, when exchanged from, or to, Indian Rupees (INR), the value shall be equal to the difference in the buying rate or the selling rate, as the case may be, and the Reserve Bank of India (RBI) reference rate for that currency at that time, multiplied by the total units of currency.

(b)
 Where the RBI reference rate for a currency is not available 

Where the RBI reference rate for a currency is not available, the value shall be 1% of the gross amount of Indian Rupees provided or received, by the person changing the money.

(c) 
Where neither of the currencies exchanged is Indian Rupee 

Where neither of the currencies exchanged is Indian Rupee, the value shall be equal to 1% of the lesser of the two amounts the person changing the money would have received by converting any of the two currencies into Indian Rupee on that day at the reference rate provided by RBI.
EXERCISES

1. 
Which section governs the valuation of taxable services?

(a) 
section 65 of the Finance Act, 1994

(b)
 section 67 of the Service Tax Act, 1994

(c)
 section 67 of the Finance Act, 1994

(d)
 none of the above

2. 
Money for the purpose of valuation of taxable service includes:

(a)
 promissory note

(b)
 cheque

(c) 
postal remittance

(d) 
all of the above

3. 
Gross amount charged for the taxable service includes:

(a) 
only the amount received before the provision of taxable service

(b)
 any amount received before, during or after the provision of taxable service

(c) 
only the amount received during the provision of taxable service

(d) 
only the amount received after the provision of taxable service

4. 
How will a taxable service be valued when the consideration thereof is not in wholly or partly in terms of money?

5.
How will a taxable service be valued when the gross amount charged for it includes service  tax payable?
Answers

1. (c); 2. (d); 3. (b)
PAYMENT OF SERVICE TAX 
PAYMENT OF SERVICE TAX
Learning objectives

After reading this unit, you will be able to:
♦ identify persons liable to pay service tax.

♦ get an insight of the basic principles underlying the procedures relating to payment of service tax.

♦ know the time period for paying service tax.

♦ comprehend the manner of payment of service tax.

1.1 Person liable to pay service tax [Section 68(1)]

Generally, the service provider rendering taxable services is liable to pay service tax to the Central Government at regular intervals of time. However, in certain cases, Government finds it convenient to collect service tax from the service receiver. It is termed as reverse charge mechanism. The said mechanism has been discussed in detail in Paper 8: Indirect Tax Laws at Final level.

Section 68 of the Finance Act, 1994 is the principal section which fixes responsibility to pay service tax. The powers to decide time and manner of payment of service tax have been granted to the Central Government vide rule 6 of the Service Tax Rules, 1994.

Every person providing taxable service to any person shall pay service tax at the rate specified in section 66B (12.36%) in the prescribed manner and within the prescribed period.

[Section 68(1)].

The period and the manner have been prescribed in rule 6 of the Service Tax Rules, 1994.

1.2 Sub-contractors liable to service tax

A taxable service provider outsources a part of the work by engaging another service provider, generally known as sub-contractor. Service tax is paid by the service provider for the total work. A question arises as to whether service tax is liable to be paid by the service provider.

A sub-contractor is essentially a taxable service provider. The fact that services provided by such sub-contractors are used by the main service provider for completion of his work does not in any way alter the fact of provision of taxable service by the sub-contractor.

The sub contractor’s service tax charge can be availed as a credit by the main contractor whose burden of paying the tax would reduce to that extent. This is the essence of value added tax (VAT) of which service tax is part. The fact that the sub contractor in India is generally not literate and may not be able to understand or comply with these requirements is only mitigated upto ` 10 lakhs of small service provider exemption.

The advantage of the sub contractor being in the CENVAT chain is that the credit of inputs, capital goods or input services utilized by him for providing the services can be passed onto the main contractor whereby the transaction would become tax efficient.

Services provided by sub-contractors are in the nature of input services. Service tax is, therefore, leviable on any taxable services provided, whether or not the services are provided by a person in his capacity as a sub-contractor and whether or not such services are used as input services. The fact that a given taxable service is intended for use as an input service by another service provider does not alter the taxability of the service provided.
1.3 Payment of service tax [Rule 6 of the Service Tax Rules, 1994]

(a) Payment both on receipt and accrual basis

As per rule 6(1) of the Service Tax Rules, 1994, service tax is payable on service deemed to be provided as per Point of Taxation Rules, 2011. As per the Point of Taxation Rules, 2011:-

In case the invoice is issued within the prescribed period of 30 days from the date of completion of provision of service, service tax is payable on:-

(a) date of invoice

or

(b) date of payment

whichever is earlier.

However, in case the invoice is not issued within 30 days of the completion of the provision of the service, service tax is payable on:-

(a) date of completion of service

or

(b) date of payment

whichever is earlier.

Further, in case of individuals and partnership firms whose aggregate value of taxable services provided from one or more premises is ` 50 lakh or less in the previous financial year, service tax on taxable services provided or to be provided by him up to a total of ` 50 lakh in the current financial year is payable on receipt basis. Also in case of advance, service tax is payable on receipt basis, i.e. when the consideration for the services are received. Hence, service tax is payable on both receipt and accrual basis.

(b) Service tax not payable on free services

Section 67(1)(iii) and Service Tax (Determination of Value) Rules, 2006 make provisions for valuation even when consideration is not ascertainable. However, these provisions apply only when there is consideration. If there is no consideration i.e., in case of free service, section 67 and Service Tax (Determination of Value) Rules, 2006 cannot apply.

Thus, no service tax is payable when value of service is zero. In other words, if the value is zero, the tax will also be zero even though the service may be taxable. However, this principle applies only when there is really a ‘free service’ and not when its cost is recovered through other means.

(c) Service tax liable to be paid even if not collected from the client

Section 68 casts the liability to pay service tax upon the service provider. This liability is not contingent upon the service provider realizing or charging the service tax at the prevailing rate. The statutory liability does not get extinguished if the service provider fails to realize or charge the service tax from the service receiver.

However, sometimes it may happen that the assessee is not able to charge service tax because of the nature of service or he fails to recover the service tax from the client/customer as he is not aware that his services are taxable. Hence, in these cases the amount recovered from the client in lieu of having rendered the service will be taken to be inclusive of service tax and accordingly tax payable will be calculated by making back calculations.

For example, if bill amount is ` 5,000 and service tax is not shown separately in invoice, then service tax payable shall be computed as follows:
5000/112.36 x 12.36 = ` 550

It may be noted that service tax payable is not ` 618 computed by applying 12.36% to ` 5000.

The value of the taxable service in this case is ` 4450.

The example given above can be solved by using the following formulae:

Value of taxable service = [Gross amount charged/(100 + rate of tax)] x 100

Service tax = [Gross amount charged/(100 + rate of tax)] x rate of tax

(d) Service tax payable on advance received

As per explanation to rule 3 of the Point of Taxation Rules, 2011, service tax is payable on any advance by whatever name known, received by the service provider towards the provision of service.

For example, a security agency takes a contract to provide security services to a client for the month of October for a consideration of `50,000. It receives an advance of `25,000 from the client in the month of September. In this case service tax shall be payable by the security agency on the amount of `25,000 received as an advance even though the service has not been provided at that time.
(e) Advance payment of service tax : The assessee has been provided a facility to make advance payment of service tax on his own and adjust the amount so paid against the service tax which he is liable to pay for the subsequent period. Such facility shall be available when the assessee:

(i) intimates the details of the amount of service tax paid in advance, to the Jurisdictional Superintendent of Central Excise within a period of 15 days from the date of such payment, and (ii) indicates the details of the advance payment made, and its adjustment, if any in the subsequent return to be filed under section 70 [Sub-rule (1A) of rule 6].
(f) Self adjustment of service tax where services are partly or wholly not rendered

Where an assessee has issued an invoice, or received any payment, against a service to be provided which is not so provided by him either wholly or partially for any reason or where the amount of invoice is renegotiated due to deficient provision of service, or any terms contained in a contract, the assessee may take the credit of such excess service tax paid by him, if the assessee: 

(a) has refunded the payment or part thereof, so received for the service provided to the person from whom it was received; or

(b) has issued a credit note for the value of the service not so provided to the person to whom such an invoice had been issued [Sub-rule (3) of rule 6].

Note: Rule 6(3) does not allow adjustment of excess payment of service tax per se, say due to clerical mistake etc. In such cases the assessee has to follow the procedure laid down in section 11B of Central Excise Act to claim the refund of excess tax paid.

(g) Service tax collected from the recipient of service must be paid to the Central Government [Section 73A]

Section 73A covers the amounts collected by any person in the guise of service tax. At times tax payers who are unsure of tax liability collect the service tax, but do not remit the amount so collected. In such a case, they would be charged with both interest and penalty. Therefore, even if one is not sure whether tax is payable or not, the same should be remitted to the revenue authorities.

(i) Service tax collected to be deposited with the Central Government

Service tax collected has to be paid to the credit of the Central Government in the following cases—

(a) Person liable to pay service tax has collected service tax in excess assessed or determined and paid on any taxable service

(b) Any person has collected the service tax which is not required to be collected [Subsection (1) and (2)].

(ii) Notice to be served in case the service tax not so deposited with the Central Government

If any person, who is liable to pay any of the abovementioned amounts, does not pay such amount to the credit of the Central Government, a notice shall be served on him by the Central Excise Officer. The notice will require such person to show cause why the said amount, as specified in the notice, should not be paid by him to the credit of the Central Government [Sub-section (3)].

Such person may make a representation to the Central Excise Officer after receiving the notice. The Central Excise Officer shall consider the said representation and then determine the amount due from such person. Such amount will however, not exceed the amount specified in the notice. Thereupon, such person shall pay the amount so determined [Sub-section (4)].
(iii) Adjustment of amount paid to the credit of the Central Government against the service tax payable [Sub-section (5) & (6)]

Such amounts paid shall be adjusted against the service tax payable by the person on finalization of assessment or any other proceeding for determination of service tax relating to the taxable service referred to in sub-section (1).

Surplus amount : Where any surplus amount is left after the adjustment, such amount shall be:-

(i) credited to the Consumer Welfare Fund, or

(ii) refunded to the person who has borne the incidence of such amount (in accordance with the provisions of section 11B of the Central Excise Act, 1944).

Time-limit for filing refund claim : Such person may make an application within six months from the date of the public notice to be issued by the Central Excise Officer for the refund of such surplus amount.

(h) Interest on amount collected in excess [Section 73B]

(i) Cases where interest is to be levied: Where an amount has been collected in excess of the tax assessed/determined and paid for any taxable service under this Chapter/rules made thereunder from the recipient of such service.

(ii) Who is liable to pay interest and on what amount?: Such person who is liable to pay such amount as determined under sub-section (4) of section 73A above, shall, in addition to the amount, be liable to pay interest.

(iii) Rate of interest : The interest could be ranging between 10% to 24% p.a. At present, the rate of interest @ 18% p.a. has been notified vide Notification No. 15/2011 dated 01.03.2011.

(iv) Period for which interest would be charged : The interest shall be payable from the first day of the month succeeding the month in which the amount ought to have been paid till the date of payment of such amount.

(v) No interest payable subject to certain conditions: No interest shall be payable where the amount becomes payable consequent to issue of an order, instruction or direction by the Board under section 37B of Central Excise Act, 1944, subject to fulfillment of the following conditions:

(i) the full amount is paid voluntarily within 45 days from the date of issue of such order, instruction or direction; and

(ii) no right to appeal against such payment at any subsequent stage is reserved.

In other cases, the interest shall be payable on the whole amount, including the amount already paid.

(vi) Change in amount of interest: Where the amount determined by the Central Excise Officer under section 73A is reduced or increased by the Commissioner (Appeals), the Appellate Tribunal, or the Court, the interest payable thereon under this section shall be on such reduced or increased amount.

(vii) Concession of 3% for specified assesses: In the case of a service provider, whose value of taxable service provided in a financial year does not exceed `60 lakh during any of the financial years of the notice issued under section 73A(3) or during the preceding financial year, as the case may be, such rate of interest shall be reduced by 3% per annum.
Hence, a concessional rate of interest of 15% per annum is available to the tax payers whose turnover during any of the years covered in the notice issued under section 73A(3) or the preceding financial year is upto ` 60 lakh.
(i) Due date for payment of service tax

Provisions of rule 6(1) inter alia provides as follows:

Due date for payment of service tax on the service which is deemed to be provided (as per the Point of Taxation Rules, 2011) by an individual or a proprietary firm or a partnership firm:-
	S. No.
	Particulars
	Due date for payment of service tax

	1.
	If the service tax is paid electronically through internet banking
	6th day of the following

Quarter

	2.
	In any other case
	5th day of the following

Quarter

	3.
	In the case service is deemed to be provided in the quarter ending in March
	31st day of March


Due date for payment of service tax on the service which is deemed to be provided (as per the Point of Taxation Rules, 2011) in any other cases (company and HUF):-
	S. No.
	Particulars
	Due date for payment of service tax

	1.
	If the service tax is paid electronically through internet banking 
	6th day of the following month

	2.
	In any other case
	5th day of the following month

	3.
	In the case service is deemed to be provided in the month of March
	31st day of March


Note: If the last day of payment of service tax is a public holiday, tax can be paid on next working day. [CBEC Circular No. 63/12/2003 - S.T. dated 14.10.2003]

Individuals/partnership firms with aggregate value of taxable services of `50 lakh or less in previous financial year allowed to pay service tax on payment basis in current financial year upto a total of `50 lakh [Third proviso to sub-rule (1)]

In case of individuals and partnership firms whose aggregate value of taxable services provided from one or more premises is ` 50 lakh or less in the previous financial year, the due dates for payment of service tax on taxable services provided or agreed to be provided by him up to a total of ` 50 lakh in the current financial year, at the option of service provider, is as follows:-
	S. No.
	Particulars
	Due date for payment of service tax

	1.
	If the service tax is paid electronically through internet banking
	6th day of the following quarter in which the payment is received

	2.
	In any other case
	5th day of the following quarter in which the payment is received

	3.
	In the case payment is received in the quarter ending in March
	31st day of March


Note: Partnership firm includes limited liability partnership [Rule 2(cd) of the Service Tax Rules, 1994].

(j) Manner of payment

A. Conventional mode of payment: In case, the assessee is not required to make the e-payment of the service tax and he pays service tax by GAR-7 challan, following procedure would be followed:

(i) Bank to have EASIEST facility

Service tax is payable in authorized bank by way of GAR-7 challan where Bank is having ‘EASIEST’ facility (Earlier, it was a TR-6 challans).

(ii) Single copy challan

GAR-7 challan is a single copy challan with tax payer’s counterfoil at the bottom of challan. Both challan and counterfoil are to be filled in by assessee. The challan should be on white paper with black printing.

(iii) Challan to be serially numbered

The challans should be serially numbered from 1st April onwards.

(iii) Details required in GAR-7 challan

Details to be filled in GAR-7 challan are as follows-

(a) Full name of assessee

(b) Complete Address

(c) Telephone number

(d) PIN code

(e) Assessee’s STC Code (15 digit)

(f) Commissionerate name

(g) Commissionerate Code

(h) Division Code

(i) Range Code

(j) Accounting Code of service tax/cess

(k) Amount tendered in ` (6 columns)

(l) Total

(m) Total Rupees in words

(n) Cash/Cheque/Draft/Pay order No. and date

(o) Bank on which Cheque/Draft/Pay order No. is drawn.

(iv) Relevant details to be repeated on counterfoil

Relevant among these details like assessee code, amount tendered in `, accounting code of service tax/cess etc. are repeated in the Tax payer’s counter-foil. Details filled in the challan and Taxpayer’s counter-foil should be identical.

(v) Receipt of payment

The counterfoil duly receipted by Bank with stamp of Bank will be given by receiving Bank to assessee.

The stamp of receiving bank will contain Challan Identification Number (CIN). This CIN will have to be quoted in the return.

(vi) Evidence of payment of service tax

The Taxpayers acknowledgement is the evidence of payment. The Challan Identification Number (CIN) appearing on this acknowledgement will have to be quoted in the return.

The banks will be giving the tax payer a computer generated acknowledgement/receipt with the various details including the CIN.

Payment in case of multiple service provider: A multiple service provider (a service provider rendering more than one taxable service) can use single GAR-7 challan for payment of service tax on different services. However, amounts attributable to each such service along with concerned accounting codes should be mentioned clearly in the column provided for this purpose in the GAR-7 challan. Alternatively, separate GAR-7 challans may be used for payment of service tax for each service provided by the service provider.

B. E-payment of service tax: Where an assessee has paid a total service tax of ` 10 lakh or more including the amount paid by utilisation of CENVAT credit, in the preceding financial year, he shall deposit the service tax liable to be paid by him electronically, through internet banking.

E-payment in case of a person providing taxable service from more than one premise

For a person providing taxable service from more than one premises, where each such premises is separately registered with the Department for payment of service tax, the criterion of ` 10 lakh would apply to each registered premises individually, as each registered premises is separately an assessee in terms of law. Similar is the situation in the case of a person paying service tax on taxable service received by him.

However, in case of a Large Taxpayer (LTU), the cumulative service tax paid by all registered premises of such Large Taxpayer will be taken into account for satisfaction of criterion of payment of service tax amount of `10 lakh.

Procedure for e-payment of service tax: E-payment of service tax facilitates anytime, anywhere payment of the service tax. Moreover, after the payment of service tax online, the receipt of the same is generated instantly. It provides the convenience of making on line payment of Central excise and service tax through bank’s Internet banking service. E-payment of the service tax can be made through ACES.

For e-payment, assessees should open a net banking account with one of the authorized banks (currently there are 28 banks). For effecting payment, assessees can access the ACES website and click on the e-payment link that will take them to the EASIEST portal or they can directly visit the EASIEST portal.

Procedure for e-payment of service tax can be summarized as follows:-

(i) To pay excise duty and service tax online, the assessee has to enter the 15 digit Assessee Code allotted by the Department under erstwhile SACER/SAPS or the current application ACES. There will be an online check on the validity of the Assessee Code entered.

(ii) If the Assessee code is valid, then corresponding assessee details like name, address, Commissionerate Code etc. as present in the Assessee Code Master will be displayed. 
(iii) Based on the Assessee Code, the duty / tax i.e. Central Excise duty or Service Tax to be paid will be automatically selected.

 (iv) The assessee is required to select the type of duty / tax to be paid by clicking on Select Accounting Codes for Excise or Select Accounting Codes for Service Tax, depending on the type of duty / tax to be paid.

(v) At a time the assessee can select up to six Accounting Codes.

(vi) The assessee should also select the bank through which payment is to be made. 

(vii) On submission of data entered, a confirmation screen will be displayed. If the taxpayer confirms the data entered in the screen, it will be directed to the net-banking site of the bank selected.

(viii) The taxpayer will login to the net-banking site with the user id/ password, provided by the bank for net-banking purpose, and will enter payment details at the bank site.

(ix) On successful payment, a challan counterfoil will be displayed containing CIN, payment details and bank name through which e-payment has been made. This counterfoil is proof of payment made.

Automation of Central Excise and Service Tax (ACES)

(a) What is ACES?

In continuation of its efforts for trade facilitation, CBEC has rolled-out a new centralized, web-based and workflow-based software application called Automation of Central Excise and Service Tax (ACES) in all 104 Commissionerates of Central excise, service tax and large tax payer units (LTUs) as on 23rd December, 2009. ACES is a Mission Mode project (MMP) of the Govt. of India under the national e-governance plan and it aims at improving tax-payer services, transparency, accountability and efficiency in the indirect tax administration in India. 
This application has replaced the current applications of SERMON, SACER, and SAPS used in Central Excise and Service Tax for capturing returns and registration details of the assessees.
(b) Automation of major processes

ACES has automated the major processes of Central excise and service tax-registration, returns, accounting, refunds, dispute resolution, audit, provisional assessment, exports, claims, intimations and permissions.
(c) Benefits to the assessee

The ACES offers following benefits to the assessee:-
1. Reduce physical interface with the Department

2. Save time

3. Reduce paper work

4. Online registration and amendment of registration details

5. Electronic filing of all documents such as applications for registration, returns [On-line and off-line downloadable versions of ER 1,2,3,4,5,6, Dealer Return, and ST3], claims, permissions and intimations; provisional assessment request, export-related documents, refund request
6. System-generated E-Acknowledgement

7. Online tracking of the status of selected documents

8. Online view facility to see selected documents

9. Internal messaging system on business-related matters

(d) Registration with ACES

To transact business on ACES a user has to first register himself/herself with ACES through a process called ‘Registration with ACES’. This registration is not a statutory registration as envisaged in Acts/Rules governing Central Excise and Service Tax but helps the application in recognizing the bonafide users.

(e) E-filing of Returns

The assesses can electronically file statutory returns of Central Excise and Service Tax by choosing one of the two facilities being offered by the Department at present:-
      (a) they can file it online, or

      (b) download the off-line return utilities which can be filled-in off-line and uploaded to the system through the internet.
(f) Certified Facilitation Centres (CFCs)

CBEC has set up ACES Certified Facilitation Centres (CFCs) with the help of professional bodies like Institute of Chartered Accountants of India (ICAI), Institute of Cost and Works Accountants of India (ICWAI) etc.
       (i) These CFCs can provide a host of services to the assessees such as digitization of paper documents like returns etc. and uploading the same to ACES.

     (ii)   Assessees requiring the services of the CFCs may be required to pay service fees to the CFCs.

      (iii) CBEC has approved the maximum rates at which CFCs can charge their customers for the services rendered by them.
    (iv)  For this purpose, assessees are required to write to the Department authorizing one of the CFCs, from the approved list, to work in ACES on their behalf. They have to furnish the name and other details of the CFCs, including the registration number issued by the ICAI/ICWAI etc.

    (v)   At any given time, one assessee can authorize one CFC, while one CFC can provide services to more than one assessee throughout India. 
    (vi)   In case the assessee wants to withdraw the authorization, it can do so by intimating the Department.

    (vii) However, an assessee will be held liable for all actions of omission or commission of the CFC, during the period they are authorized by him/her to work in ACES.

EASIEST (Electronic Accounting System in Excise and Service Tax)
(i) What is EASIEST scheme?

EASIEST has been developed to make payment of tax easy. The facility is available with 28 banks.

(ii) Benefits of EASIEST to the taxpayer

       (a) Only one copy of the challan has to be filled instead of earlier four copies.

       (b) Facility of online verification of the status of tax payment using CIN.

(iii) Challan Identification Number (CIN)

Challan Identification Number (CIN) is a 20 digit unique identifier which will be given on the Taxpayer’s computer generated acknowledgement /receipt. This number is a combination of the BSR code of the bank branch (first 7 digits), the date of deposit (next 8 digits) and Challan Serial Number (last 5 digits).

(iv) Service Tax Code Number

Assessee code/registration number/STC code are all one and the same. It is a 15-character identification number allotted by the system to the assessee based on the PAN number or temporary number (if PAN is not submitted) when the registration details are entered in the Central Server. The 15-character assessee code will be available in the registration certificate issued to the assessee by the Assistant Commissioner/Deputy Commissioner of the Division.
The first 10 digits of the STC code are 10 character PAN issued by Income tax authorities.
Next two are ‘ST’. Last three are numeric code 001, 002, 003 etc. The concerned person has to apply in a prescribed form to obtain STC.

The main objective of allocating an alphanumerical number by the Government agencies is to identify the assessees/exporters/importers. It is also used to identify in some cases the concerned office where the person would be assessed or registered. Further alphanumeric number helps in processing of the information in relation to the assessee on computers. 
Quoting of service tax code number on all the related documents has become compulsoryfrom 1.7.2002.

(k) Points to be remembered while paying service tax

The following important points should be kept in mind while paying service tax:
♦ Service tax is to be paid on the value of taxable services which is charged by an assessee. Any income tax deducted at source is included in the charged amount. 
Therefore, service tax is to be paid on the amount of income tax deducted at source also. For example, if invoice is for ` 9,000 and payment received is ` 8,500 after deducting a TDS of ` 500, service tax will be payable on ` 9,000.

♦ Payment should be rounded off in multiple of rupees.

♦ The date of presentation of cheque to the bank shall be deemed to be date on which service tax has been paid subject to the realization of the cheque.

(l) Adjustment of excess amount paid towards service tax liability [Sub-rule (4A) & (4B) of rule 6]

Where an assessee has paid to the credit of Central Government any amount in excess of the amount required to be paid towards service tax liability for a month or quarter, as the case may be, the assessee may adjust such excess amount paid by him against his service tax liability for the succeeding month or quarter, as the case may be. However, self-adjustment of such excess amount paid shall be subject to the condition that the excess amount paid is on account of reasons not involving interpretation of law, taxability, valuation or applicability of any exemption notification.

(m) Adjustment of excess amount paid as service tax in case of renting of immovable property service [Sub-rule (4C) of rule 6]

In case of renting of immovable property service, a deduction of property taxes paid in respect of the immovable property is allowed from the gross amount charged for renting of the said immovable property vide Notification No.29/2012 ST dated 20.06.2012. However, 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 such deduction, such excess amount may be adjusted against the service tax liability within 1 year from the date of payment of such property tax. The details of such adjustment shall be intimated to the Superintendent of Central Excise having jurisdiction over the service provider within a period of 15 days from the date of such adjustment.

(n) Recovery of the amount of service tax short paid/not paid under self-assessment [Sub-rule (6A)]

Where an amount of service tax payable has been self-assessed under sub-section (1) of section 70 of the Act, but not paid, either in full or part, the same, shall be recoverable alongwith interest in the manner prescribed under section 87 of the Act.

(o) Provisional payment of service tax [Sub-rule (4), (5) and (6) of rule 6]

In case the assessee is unable to correctly estimate, at the time of the deposit, the actual amount of service tax for any month or quarter, he may make a written request to Assistant/Deputy Commissioner of Central Excise for making payment of service tax on provisional basis. Procedure for provisional assessment

(a) Request for provisional assessment: The assessee shall make a request in writing to the Assistant Commissioner/Deputy Commissioner of Central Excise, as the case may be, to make a provisional payment of tax on the basis of the amount deposited.

(b) Order of provisional assessment of service tax : The Assistant Commissioner/Deputy Commissioner as the case may be, may, on receipt of such request, order provisional assessment of tax.

(c) Memorandum in Form ST-3A to be submitted along with Form ST-3: In case an assessee requesting for provisional assessment, the assessee shall submit a memorandum in form ST-3A; giving details of difference between the provisional amount of service tax deposited and the actual amount of service tax payable for each month along with the half-yearly return in form ST-3.

(d) Finalization of provisional assessment : Where the assessee submits a memorandum in Form ST-3A under sub-rule (5), it shall be lawful of the Assistant Commissioner/Deputy Commissioner of Central Excise, as the case may be to complete the assessment, wherever he deems it necessary, after calling such further documents or records as he may consider necessary and proper in the circumstances of the case.

(p) Special provision for payment of service tax

A. In case of air travel agent [Sub-rule (7)]

Person liable for paying the service tax in relation to the services of booking of tickets for travel by air provided by an air travel agent, shall have the option to pay following amounts instead of paying service tax at the rate of 12%:-
	In the case of
	Option to pay an amount calculated at the rate of

	Domestic bookings of passage for travel by air during any calendar month or quarter, as the case may be
	0.6% of the basic fare

	International bookings of passage for travel by air during any calendar month or quarter, as the case may be
	1.2% of the basic fare


Points to be noted

1. The option once exercised, shall apply uniformly in respect of all the bookings of passage for travel by air made by him and shall not be changed during a financial year under any circumstances.

2. Meaning of basic fare
For the purposes of this sub-rule, the expression "basic fare" means that part of the air fare on which commission is normally paid to the air travel agent by the airline.

B. In case of insurer carrying on life insurance business [Sub-rule (7A)] : An insurer carrying on life insurance business shall have the option to pay tax:

(i) on the gross premium charged from a policy holder reduced by the amount allocated for investment, or savings on behalf of policy holder, if such amount is intimated to the policy holder at the time of providing of service;

(ii) Where amount of the gross premium allocated for investment or savings on behalf of policy holder is not intimated to the policy holder at the time of providing of service:-
	First year
	on 3% of the gross amount of premium charged

	Subsequent year
	on 1.5% of the gross amount of premium charged


towards the discharge of his service tax liability instead of paying service tax at the rate of 12%.

Point to be noted
Such option shall not be available in cases where the entire premium paid by the policy holder is only towards risk cover in life insurance.
Life insurance business: means the business of effecting contracts of insurance upon human life, including any contract whereby the payment of money is assured on death (except death by accident only) or the happening of any [Rule 2(ccb)].
C. In case of sale/purchase of foreign currency including money changing [Sub-rule (7B)] : Person liable to pay service tax in relation to purchase or sale of foreign currency, including money changing, has an option to pay an amount at the following rates instead of paying service tax at the rate of 12%:-
	S. No.
	For an amount
	Service tax shall be calculated at the rate of

	1.
	Upto `100,000
	0.12 % of the gross amount of currency exchanged

or

` 30

whichever is higher

	2.
	Exceeding `1,00,000 and upto ` 10,00,000
	` 120 + 0.06 % of the (gross amount of currency exchanged- ` 1 lakh)

	3.
	Exceeding `10,00,000
	` 660 + 0.012 % of the (gross amount of currency exchanged –` 10 lakh)

or

` 6,000

whichever is lower


Point to be noted
However, the person providing the service shall exercise such option for a financial year and such option shall not be withdrawn during the remaining part of that financial year.

D. Optional Composition Scheme for the taxable service of promotion, marketing or organising/assisting in organising lottery [Sub-rule (7C)] : An optional mode of payment of service tax has been provided for the taxable service of promotion, marketing or organising/assisting in organising lottery in the following manner instead of paying service tax at the rate of 12%:-

	Where the guaranteed lottery

prize payout is > 80%
	` 7000/- on every ` 10 Lakh (or part of ` 10 Lakh)

of aggregate face value of lottery tickets printed by

the organising State for a draw.

	Where the guaranteed lottery

prize payout is < 80%
	`11,000/- on every ` 10 Lakh (or part of ` 10 Lakh)

of aggregate face value of lottery tickets printed by

the organising State for a draw.


Points to be noted:-

1. In case of online lottery, the aggregate face value of lottery tickets will be the aggregate value of tickets sold.

2. The distributor/selling agent will have to exercise such option within a period of one month of the beginning of each financial year. The new service provider can exercise such option within one month of providing the service.

3. The option once exercised cannot be withdrawn during the remaining part of the financial year.

Meaning of important terms

(a) Distributor or selling agent: means an individual or firm or body corporate or other legal entity under law so appointed by the Organising State through an agreement to market and sell lotteries on behalf of the Organising State [Rule 2(c) of the Lottery (Regulation) Rules, 2010] and shall include the distributor/selling agent authorized by lottery organizing State.
(b) Draw: means a method by which the prize winning numbers are drawn for each lottery/lottery scheme by operating the draw machine or any other mechanical method based on random technology which is visibly transparent to the viewers [Rule 2(d) of the Lottery (Regulation) Rules, 2010].
(c) Online lottery: means a system created to permit players to purchase lottery tickets generated by the computer or online machine at the lottery terminals where the information about the sale of a ticket and the player’s choice of any particular number or combination of numbers is simultaneously registered with the central computer server [Rule 2(e) of the Lottery (Regulation) Rules, 2010].
(d) Organising State: means the State Government which conducts the lottery either in its own territory or sells its tickets in the territory of any other State [Rule 2(f) of the Lottery (Regulation) Rules, 2010].
(q) Interest on delayed payment of service tax (Section 75)

Failure to pay service tax, including a part thereof within the period prescribed, attracts simple interest at a rate not below 10% p.a. but not exceeding 36% p.a. as may be notified by the Central Government.

Interest would also apply in case of excess availment and utilization of CENVAT credit.

Rate of interest

Currently, the interest rate @ 18% per annum has been notified vide Notification No. 14/2011 dated 01.03.2011.

Time-period for payment of interest

Interest is payable for the period by which such crediting of the tax or any part thereof is delayed.

Illustration

The computation of interest for the above is as under:
	Due date of Payment
	05.01.2013

	Actual Date of Payment
	30.03.2013

	No of days of delay (26+28+30)
	84

	Amount of service tax
	` 10,000/-

	Calculation of interest
	10,000 
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	Amount of interest payable
	` 414/-


Concession of 3% for specified assesses : In case of a service provider, whose value of taxable service provided in a financial year does not exceed ` 60 lakh during any of the financial years covered by the notice or during the preceding financial year, as the case may be, such rate of interest shall be reduced by 3% per annum.
Hence, a concessional rate of interest of 15% per annum is available to the tax payers whose turnover during any of the years covered in the notice or the preceding financial year is upto ` 60 lakh.
PRACTICE MANUAL 
Question 1

Briefly answer the following questions:-

(a) Should service tax be paid even if not collected from the client or service receiver?

(b) Is a service provider allowed to pay service tax on a provisional basis?

(c) Mr. Saravanan has collected a sum of `15,000 as service tax from a client mistakenly, even though no service tax is chargeable for such service. Should the amount so collected be remitted to the credit of the Central Government?

(d) Who is liable to make e-payment of service tax?

(e) Whether life insurer carrying on life insurance business has option to calculate service tax at different rate?

(f) Mr. X, a service provider who pays service tax regularly, was of the opinion that a particular service was not liable for service tax. He, therefore, did not charge service tax in his bill. He received the bill amount without service tax. How will service tax liability of Mr. X be determined in such case?

Answer

(a) 
Section 68 of the Finance Act, 1994 casts the liability to pay service tax upon the service provider. This liability is not contingent upon the service provider realizing or charging the service tax at the prevailing rate. The statutory liability does not get extinguished if the service provider fails to realize or charge the service tax from the service receiver.

(b) 
In case the assessee is unable to correctly estimate, at the time of the deposit, the actual amount of service tax for any month or quarter, he may make a written request to Assistant/Deputy Commissioner of Central Excise for making payment of service tax on provisional basis. The provisions of the Central Excise Rules, 2002 relating to provisional assessment shall apply except the provisions relating to execution of bond.

(c) 
Section 73A of the Finance Act, 1994 casts an obligation on every person who has collected service tax from any recipient of service in any manner as representing service tax, to remit the same to the credit of the Central Government. On account of this provision, where any person has collected any amount, which is not required to be collected from any other person, in any manner as representing service tax, he should also immediately pay the amount so collected to the credit of the Central Government. 
Hence, Mr. Saravanan has to remit the service tax collected by him on the non taxable services to the credit of the Central Government before the due date.

(d) 
An assessee who has paid a total service tax of `10 lakh or more including the amount paid by utilisation of CENVAT credit, in the preceding financial year, has to deposit the service tax liable to be paid by him electronically, through internet banking.

(e) 
An insurer carrying on life insurance business has the option to pay tax:

(i) 
on the gross premium charged from a policy holder reduced by the amount allocated for investment, or savings on behalf of policy holder, if such amount is intimated to the policy holder at the time of providing of service;

(ii) 
Where amount of the gross premium allocated for investment or savings on behalf of policy holder is not intimated to the policy holder at the time of providing of service:-

	First year
	on 3% of the gross amount of premium charged

	Subsequent year
	on 1.5% of the gross amount of premium charged


towards the discharge of his service tax liability instead of paying service tax at the rate of 12%.

However, such option shall not be available in cases where the entire premium paid by the policy holder is only towards risk cover in life insurance.

(f) 
Section 68 casts the liability to pay service tax upon the service provider. This liability is not contingent upon the service provider realizing or charging the service tax at the prevailing rate. The statutory liability does not get extinguished if the service provider fails to realize or charge the service tax from the service receiver.
In this case, the amount received from the service receiver will be taken to be inclusive of service tax. Accordingly, service tax liability by the service provider shall be ascertained by making back calculations in the following manner:-

Service tax liability = Amount received x Effective rate / (100 + Effective rate)

Question 2

Answer the following questions:
(a) 
An assessee who has collected service tax from a client is unable to perform the service.

Briefly explain the situations in which and the conditions subject to which he can adjust the service tax relating to above, against his forthcoming service tax liability.

(b) 
Mr. Vasudevan has rendered freely, a 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?

(c) 
What are the due dates for payment of service tax?

Answer

(a) 
Where an assessee has issued an invoice, or received any payment, against a service to be provided which is not so provided by him either wholly or partially for any reason or where the amount of invoice is renegotiated due to deficient provision of service, or any terms contained in a contract, the assessee may take the credit of such excess service tax paid by him, if the assessee:

(a) 
has refunded the payment or part thereof, so received for the service provided to the person from whom it was received; or

(b) 
has issued a credit note for the value of the service not so provided to the person to whom such an invoice had been issued

(b) 
Section 67(1)(iii) and Service Tax (Determination of Value) Rules, 2006 make provisions for valuation even when consideration is not ascertainable. However, these provisions apply only when there is consideration. If there is no consideration i.e., in case of free service, section 67 and Service Tax (Determination of Value) Rules, 2006 cannot apply.
 Thus, no service tax is payable when value of service is zero. In other words, if the value is zero, the tax will also be zero even though the service may be taxable. However, this principle applies only when there is really a ‘free service’ and not when its cost is recovered through other means.

(c) 
The due date for payment of service tax on the service which is deemed to be provided (as per the Point of Taxation Rules, 2011) by an individual or a proprietary firm or a partnership firm:-
	S. No.
	Particulars
	Due date for payment of service tax

	1.
	If the service tax is paid electronically through internet banking
	6th day of the following quarter

	2.
	In any other case
	5th day of the following quarter

	3.
	In the case service is deemed to be provided in the quarter ending in March
	31st day of March


Due date for payment of service tax on the service which is deemed to be provided (as per the Point of Taxation Rules, 2011) in any other cases (company and HUF):-
	S. No.
	Particulars
	Due date for payment of service

tax

	1.
	If the service tax is paid electronically through internet banking
	6th day of the following month

	2.
	In any other case
	5th day of the following month

	3.
	In the case service is deemed to be provided in the month of March
	31st day of March


Question 3

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 the case of purchase or sale of foreign currency?

Answer

Yes, the person liable to pay service tax in relation to purchase or sale of foreign currency, including money changing, has an option to pay an amount at the following rates instead of paying service tax at the rate of 12%:-

	S. No.
	For an amount
	Service tax shall be calculated at the rate of

	1.
	Upto ` 100,000
	0.12 % of the gross amount of currency exchanged

or

` 30

whichever is higher

	2.
	Exceeding ` 1,00,000 and upto `10,00,000
	` 120 + 0.06 % of the gross amount of currency exchanged

	3.
	Exceeding ` 10,00,000
	` 660 + 0.012 % of the gross amount of currency

exchanged

or

` 6,000

whichever is lower


However, the person providing the service shall exercise such option for a financial year and such option shall not be withdrawn during the remaining part of that financial year.

Question 4

How can an assessee adjust the excess payment of service tax against his liability of service tax for subsequent periods? What is the basic condition for it?

Answer

Where an assessee has paid to the credit of Central Government any amount in excess of the amount required to be paid towards service tax liability for a month or quarter, as the case may be, the assessee may adjust such excess amount paid by him against his service tax liability for the succeeding month or quarter, as the case may be. However, self-adjustment of such excess amount paid shall be subject to the condition that the excess amount paid is on account of reasons not involving interpretation of law, taxability, valuation or applicability of any exemption notification.

Question 5

Write a note in brief on provisional payment of service tax.

Answer

In case the assessee is unable to correctly estimate, at the time of the deposit, the actual amount of service tax for any month or quarter, he may make a written request to Assistant/ Deputy Commissioner of Central Excise for making payment of service tax on provisional basis. The provisions of the Central Excise Rules, 2002 relating to provisional assessment shall apply except the provisions relating to execution of bond.

For the purpose of provisional assessment at the time of filing the return, the assessee is required to file a statement in form ST - 3A giving detail of difference between service tax deposited and the service tax liable to be paid for each month. The quarterly or half yearly statements should also accompany.

The Assistant/Deputy Commissioner of Central Excise, on the basis of memorandum in form ST - 3A may complete the assessment after calling for necessary documents or records, if need be.

Question 6

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.

Answer

In case of renting of immovable property service, a deduction of property taxes paid in respect of the immovable property is allowed from the gross amount charged for renting of the said immovable property vide Notification No.29/2012 ST dated 20.06.2012. However, 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 such deduction, such excess amount may be adjusted against the service tax liability within 1 year from the date of payment of such property tax. The details of such adjustment shall be intimated to the Superintendent of Central Excise having jurisdiction over the service provider within a period of 15 days from the date of such adjustment.

Question 7

Briefly explain the provisions relating to advance payment of service tax

Answer

The assessee has been provided a facility to make advance payment of service tax on his own and adjust the amount so paid against the service tax which he is liable to pay for the subsequent period. Such facility shall be available when the assessee:

(i) 
intimates the details of the amount of service tax paid in advance, to the Jurisdictional Superintendent of Central Excise within a period of 15 days from the date of such payment, and

(ii) 
indicates the details of the advance payment made, and its adjustment, if any in the subsequent return to be filed under section 70.

Question 8

(i) 
When does e-payment of service tax become mandatory?

(ii)
 State the 'due date' for e-payment of service tax by individuals and companies.

Answer

(i) 
E-payment of service tax becomes mandatory if the assessee has paid a total service tax of `10 lakh or more (including the amount of service tax paid by utilizing CENVAT credit) in the previous financial year.

(ii)

	Assessee
	Due date for e-payment of service tax

	(i) Individuals
	6th day of the month immediately following the quarter in which the service is deemed to be provided (as per the Point of Taxation Rules, 2011)

	(ii) Companies
	6th day of the month immediately following the month in which the service is deemed to be provided (as per the Point of Taxation Rules, 2011)


However, service tax on the value of taxable services service deemed to be provided in the quarter ending in March (in case of individuals) or in the month of March (in case of companies) is payable by 31st March.

Question 9

Explain optional composition scheme under service tax for distributor or selling agents of lotteries.

Answer

An optional mode of payment of service tax has been provided for the taxable service of promotion, marketing or organising/assisting in organising lottery in the following manner instead of paying service tax at the rate of 12%:-
	Guaranteed lottery prize payout
	Amount of service tax payable on every ` 10 Lakh (or part of ` 10 Lakh) of aggregate face value of lottery tickets printed by the organising State for a draw

	More than 80%

Less than 80%
	` 7000/-.

` 11,000/-


In case of online lottery, the aggregate face value of lottery tickets will be the aggregate value of tickets sold.
The distributor/selling agent will have to exercise such option within a period of one month of the beginning of each financial year. The new service provider can exercise such option within one month of providing the service. The option once exercised cannot be withdrawn during the remaining part of the financial year.
Question 10

Write short notes on Service Tax Code Number and the objective sought to be achieved thereunder.

Answer

Service Tax Code Number is a 15-digit alphanumerical number allotted by the system to the assessee based on the PAN number or temporary number (if PAN is not submitted). The assessee applies for it in a prescribed form. This code is available in the registration certificate issued to the assessee by the Assistant Commissioner/Deputy Commissioner of the Division. It is also known as assessee code or registration number.
 The first 10 digits of the STC code are 10 character PAN issued by Income tax authorities. Next two are ‘ST’. Last three are numeric code 001, 002, 003 etc.
Objective sought to be achieved

1. 
The objective is to identify the assessees, exporters or importers as also the concerned office where the person would be assessed or registered.

2.
 It helps in online processing of the information in relation to the assessee.

Question 11

What is EASIEST scheme and state the benefits in the context of service tax ?

Answer

EASIEST stands for Electronic Accounting System in Excise and Service Tax. It makes tax payment easy. This facility is available with 28 banks.
The benefits of EASIEST to the taxpayer are as follows:-
(a) 
Only one copy of the challan is to be filled instead of four copies as required earlier.

(b) 
EASIEST facilitates online verification of the status of tax payment using Challan Identification Number.

Question 12

Miss Radhika, a wedding planner, has rendered service to Mr. Ram Kapoor in relation to planning the marriage of his son. Miss Radhika, being a close relative of Mr. Ram Kapoor, has not charged any fee from him. Is service tax payable on such free, but taxable service?

Answer

Section 67(1)(iii) and Service Tax (Determination of Value) Rules, 2006 make provisions for valuation even when consideration is not ascertainable. However, these provisions apply only when there is consideration. If there is no consideration i.e., in case of free service, section 67 and Service Tax (Determination of Value) Rules, 2006 cannot apply.
Thus, no service tax is payable when value of service is zero. In other words, if the value is zero, the tax will also be zero even though the service may be taxable. However, this principle applies only when there is really a ‘free service’ and not when its cost is recovered through other means.
Therefore, in the light of the aforesaid discussion, it may be inferred that, the service tax is not payable on service rendered by Miss Radhika to Mr. Ram Kapoor as Miss Radhika has not charged any fee from Mr. Ram Kapoor.
Question 13

Mr. Rajesh Singla, an assessee wants to adjust `2,50,000, the excess payment of service tax against his liability of service tax for the subsequent periods. Can he do so? What is the condition to be satisfied for it?

Answer

Yes, Mr. Rajesh Singla, can adjust ` 2,50,000, the excess payment of service tax against his liability of service tax for the subsequent periods subject to the fulfillment of specified condition.
With effect from 1st April, 2012 Rule 6(4B) has been substituted with the new one providing for only one condition for adjustment of excess amount paid towards service tax liability that is the excess amount paid is on account of reasons not involving interpretation of law, taxability, classification, valuation or applicability of any exemption notification. Hence, with effect from 1st April, 2012 other restrictions earlier provided in rule 6(4B) has been omitted thereby allowing unlimited amount of permissible adjustment of excess service tax paid.

Question 14

Vibha Ltd. is engaged in providing management consultancy services. It was liable to pay the service tax amounting to ` 10,000, electronically, for the month of August 2012. However, due to some unavoidable circumstances, it could not pay the said amount on due date and paid the service tax on 30th November, 2012. You are required to compute the interest payable by Vibha Ltd. on delayed payment of service tax.

Answer

Computation of interest payable on delayed payment of service tax by Vibha Ltd.:-

Due date of payment of service tax 






06.09.2012

Actual date of payment 







30.11.2012

No. of days of delay 
(24+31+30) 






85

Amount of service tax 







` 10,000/-

Calculation of interest under section 75 @ 18% per annum* 

10,000 x 
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Amount of interest payable 







` 419/-

Note: It has been assumed that value of taxable services is above `60 lakh in preceding financial year.

Question 15

S. Ltd. paid service tax of ` 8 lacs during the preceding financial year and utilized CENVAT credit of ` 3 lacs. Whether he is required to deposit service tax electronically for the financial year 2012-13.

Answer
An assessee is required to deposit service tax electronically through internet banking if he has paid the total service tax of ` 10 lakhs or more (including the amount of service tax paid by utilization of CENVAT credit) in the preceding financial year.
As the total service tax paid (including CENVAT credit) by S. Ltd., in the preceding financial year is ` 11 lakhs on the presumption that service tax of ` 8 lakh does not include service tax of ` 3 lakh paid by utilizing CENVAT credit, it will be required to deposit service tax electronically for the financial year 2012-2013.
Question 16

State the service tax provisions regarding adjustment of service tax paid when service was not provided either wholly or partly.
Answer

As per rule 6(3) of Service Tax rules, 1994, where an assessee has issued an invoice, or received any payment, against a service to be provided which is not so provided by him either wholly or partially for any reason or where the amount of invoice is renegotiated due to deficient provision of service, or any terms contained in a contract, the assessee may take the credit of such excess service tax paid by him, if the assessee:
(a) 
has refunded the payment or part thereof, so received for the service provided to the person from whom it was received; or

(b) 
has issued a credit note for the value of the service not so provided to the person to whom such an invoice had been issued

However, Rule 6(3) does not allow adjustment of excess payment of service tax per se, say due to clerical mistake etc. In such cases the assessee has to follow the procedure laid down in section 11B of Central Excise Act to claim the refund of excess tax paid.

Question 17

Briefly explain the important points to be kept in mind while paying service tax.

Answer

The important points to be kept in mind while paying service tax are as follows:

1. 
Service tax is to be paid on the value of taxable services which is charged by an assessee. Any income tax deducted at source is included in the charged amount. Therefore, service tax is to be paid on the amount of income tax deducted at source also. 

For example, if invoice is for ` 9,000 and payment received is ` 8,500 after deducting a TDS of `500, service tax will be payable on ` 9,000.

2. 
Payment should be rounded off in multiple of rupees.

3.
The date of presentation of cheque to the bank shall be deemed to be date on which service tax has been paid subject to the realization of the cheque.

Question 18

X & Co. is a service provider. It received ` 19,80,000 during the financial year 2012-13 after deduction of tax at source under section 194 J of the Income-tax Act, 1961.

The rate of tax deduction is 10% (i.e. after deduction of ` 2,20,000)

(i) 
Calculate the service tax liability of X & Co.

(ii)
Can a multiple service provider use a single challan for payment of service tax for various services rendered by it?

Answer

(i) 
Calculation of Service Tax Liability of X & Co.:-

Particulars 









                            `
Amount received (Net) 






   
         19,80,000.00
Add: Tax deducted at source under section 194J 



                       2,20,000.00
Gross amount (including service tax) 




                     22,00,000.00
Service Tax Liability = 22,00,000 x 
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                       2,42,007.83
Service Tax Liability (rounded off) 





                       2,42,008.00
(ii) 
A multiple service provider (a service provider rendering more than one taxable service) can use single GAR-7 challan for payment of service tax on different services. However, amounts attributable to each such service along with concerned accounting codes should be mentioned clearly in the column provided for this purpose in the GAR-7 challan. Alternatively, separate GAR-7 challans may be used for payment of service tax for each service provided by the service provider.

Note: It has been assumed that X & Co. is non SSP.

EXERCISES

1. 
What is the due date for payment of service tax in case of a partnership firm?

(a) 
5th day of the month immediately following every month

(b) 
25th day of the month immediately following every quarter

(c) 
5th day of the month immediately following every quarter

(d) 
25th day of the month immediately following every month

2. 
‘X Ltd.’ provides management consultancy service to ‘Y’ for a consideration of ` 20,000. ‘X Ltd.’ raises the bill on ‘Y’ on 05.06.2012. ‘X Ltd.’ receives the payment from ‘Y’ on 15.07.2012. When should ‘X Ltd.’ pay the service tax?

(a)
 on or before 05.08.2012
(b) 
on or before 05.07.2012
(c) 
on or before 31.07.2012
(d) 
on or before 30.06.2012
3. 
Service tax is payable to the credit of the Central Government in:

(a) 
Form ST-3

(b) 
GAR-7 challan

(c) 
Form F

(d) 
none of the above

4. 
‘A’ charges ` 10,000 from ‘B’ towards the taxable services provided by him. He does not charge service tax from ‘B’. In this context, which of the following statement is true?

(a) 
No service tax is payable by ‘A’.

(b)
 ` 1058 is payable by ‘A’ as service tax.

(c) 
` 1100 is payable by ‘A’ as service tax.

(d) 
` 1236 is payable by ‘A’ as service tax.

5. 
What is the due date for payment of service tax in case of a company for the month of February and March?

6. 
(i) A payment of ` 11,000 is made by a client/ customer to an assessee after deducting income -tax of ` 1,000 at source. In such a case, is service tax leviable only on the amount actually received by the assessee from his client/customer or does it also extend to the amount of income tax deducted at source?

(ii) In case of payment of service tax by cheque, which date is considered as date of payment of service tax? Is it the date on which the cheque for the same is deposited/tendered in the designated Bank or the date on which the amount is credited?

7. 
Write a brief note on provisional payment of service tax.

Answers

1.(c);  2.(b);  3.(b);  4.(c)
FILING OF RETURNS 

FILING OF RETURNS
Learning objectives

After reading this unit you will be able to:
♦ understand the procedure relating to filing of service tax returns.

♦ know the frequency of filing returns.

♦ be aware of the due date for filing returns.
2.1 Returns [Section 70, Rule 7, Rule 7B & Rule 7C of Service Tax Rules, 1994]

Section 70(1) inter alia provides that every person liable to pay the service tax shall himself assess the tax due on the services provided by him and shall furnish to the Superintendent of Central Excise, a return in such form and in such manner and at such frequency as may be prescribed. Rule 7 of the Service Tax Rules, 1994 prescribes the form, manner and frequency of furnishing the return.
Section 70(2) provides that the person or class of persons notified under sub-section (2) of section 69 shall furnish to the Superintendent of the Central Excise, a return in such form and in such manner and at such frequency as may be prescribed.
2.2 Manner of filing return
	1.
	Form of return
	Return/revised return has to be furnished in Form ST-3.

	2.
	Periodicity of filing return
	Service tax return has to be filed on a half-yearly basis.

	3.
	Details to be furnished
	Return must indicate inter alia, monthwise:

(i) the value of taxable service;

(ii) gross amount charged;

(iii) service tax payable etc.

	4.
	Enclosures to return
	Half-yearly return in Form ST-3 is required to be accompanied by:-

(i) Photocopy of counterfoil of GAR-7 challan.

(ii) Memorandum in Form ST-3A (where the assessment is provisional).


2.3 Due dates for filing of service tax returns

The service tax return, in Form ST-3 should be filed on half yearly basis by the 25th of the month following the particular half year. The due dates on this basis are tabulated as under:
	Half year
	Due date

	1st April to 30th September
	    25th October

	1st October to 31st March
	25th April


When the due date falls on public holiday: In case the due date of the filing of return i.e., either 25th October or 25th April falls on a public holiday, the assessee can file the return on the immediately succeeding working day.
2.4 Delayed return

A delayed return can also be furnished by paying the prescribed late fee. Section 70(1) inter alia provides for filing of periodical return after the due date with the prescribed late fee of not more than `20,000.

Late fee for delayed return [Rule 7C]

The prescribed late fee for furnishing a delayed return is given in the following table:
	S.

No.
	Period of delay  


	Late fee

	(a)
	15 days from the date prescribed for submission of the return
	`500

	(b)
	Beyond 15 days but not later than 30 days from the date prescribed for submission of the return
	` 1,000

	(c)
	Beyond 30 days from the date prescribed for submission of the return
	An amount of `1,000 plus `100 for every day from the 31st day till the date of furnishing the said return


Maximum late fees: Total late fee for delayed submission of return shall not exceed `20,000.
Further, where the assessee has paid the prescribed late fee for delayed submission of return, the proceedings, if any, in respect of such delayed submission of return shall be deemed to be concluded.

Late fee may be reduced/waived where service tax payable is nil : Where the gross amount of service tax payable is nil, the Central Excise Officer may, on being satisfied that there is sufficient reason for not filling the return, reduce or waive the penalty (late fee) [Proviso to rule 7C].
2.5 Revised return [Rule 7B]

An assessee can submit a revised return, in Form ST-3, in triplicate, to correct a mistake or omission, within a period of 90 days from the date of submission of the original return. 
It has been clarified that where an assessee submits a revised return, the ‘relevant date’ for the purpose of recovery of service tax, if any, under section 73 of the Act shall be the date of submission of such revised return.
2.6 Contents of the return

General details, like financial year, period of return, name of the assessee, registration number and address of the premises for which return is being filed, category of services are required to be furnished. Apart from this, other significant details also need to be furnished. 

For instance:

(i) Gross amount received in money against service provided

(ii) Gross amount received in money in advance for service to be provided

(iii) Value on which service tax is exempt/not payable

(iv) GAR-7 challan date and number

(v) Abatement amount claimed

(vi) Notification number of abatement and exemption

(vii) Service tax payable

(viii) Education cess payable

(ix) Credit details for service tax provider/recipient

2.7 Return by input service distributor 
The input service distributor, shall furnish a half yearly return in such form as may be specified, by notification, by CBEC, during the said half year to the jurisdictional Superintendent of Central Excise, not later than the last day of the month following the half year period.

2.8 Single return for multiple service providers

For an assesee who provides more than one taxable service, only a single return will be sufficient. However, the details in each of the columns of the Form ST-3 have to be furnished separately for each of the taxable service rendered by him.
2.9 Nil return

Even if no service has been provided during a half year and no service tax is payable; the assessee has to file a Nil return within the prescribed time limit.
2.10 First return

Every assessee shall furnish to the Superintendent of Central Excise at the time of filing of return for the first time or the 31st day of January, 2008, whichever is later, a list in duplicate, of-

(i) all the records prepared or maintained by the assessee for accounting of transactions in regard to,-
(a) providing of any service, whether taxable or exempted;

(b) receipt or procurement of input services and payment for such input services;

(c) receipt, purchase, manufacture, storage, sale, or delivery, as the case may be, in regard of inputs and capital goods;

(d) other activities, such as manufacture and sale of goods, if any.

(ii) all other financial records maintained by him in the normal course of business.

2.11 E-filing of returns

E-filing of returns is mandatory for the assessees. With effect from 01.10.2011, every assessee will have to submit half-yearly service tax return electronically, irrespective of the amount of service tax paid by him in the preceding financial year. 
It is convenient for the assessee to file the service tax returns from his office, residence or any other place of choice, through the Internet, by using a computer. 
DG (Systems) has issued comprehensive instructions outlining the procedure for electronic filing of Central Excise duty and Service Tax returns and electronic payment of taxes under ACES. The said instructions outline the registration process for new assessees, existing assessees, non–assessees and for Large Taxpayers Units, steps for preparing and filing of return, use of XML Schema for filing dealer’s return, procedure for obtaining acknowledgement of e-filed return, procedure for e-payment etc.
2.12 Scheme for submission of returns through Service Tax Return Preparers [Section 71]

Section 71 provides for the scheme for submission of returns through Service Tax Returns Preparers. Section 71 empowers the Central Board of Excise and Customs (Board) to frame a Scheme for the purposes of enabling any person or class of persons to prepare and furnish a return under section 70 and authorise a Service Tax Return Preparer to act as such under the Scheme. Hence, CBEC has framed the Service Tax Return Preparer Scheme, 2009 notified through Notification 7/2009 ST dated 03.02.2009.
A Service Tax Return Preparer shall assist the person or class of persons to prepare and furnish the return in such manner as may be specified in the Scheme framed under this section. 

The Scheme framed by the Board may provide for the following, namely:—

(a) the manner in which and the period for which the Service Tax Return Preparer shall be authorised under sub-section (1);

(b) the educational and other qualifications to be possessed, and the training and other conditions required to be fulfilled, by a person to act as a Service Tax Return Preparer;

(c) the code of conduct for the Service Tax Return Preparer;

(d) the duties and obligations of the Service Tax Return Preparer;

(e) the circumstances under which the authorisation given to a Service Tax Return Preparer may be withdrawn;

(f) any other matter which is required to be, or may be, specified by the Scheme for the purposes of this section.

Meaning of Service Tax Return Preparer

“Service Tax Return Preparer” means any individual, who has been authorised to act as a Service Tax Return Preparer under the Scheme framed under this section.
Meaning of person or class of persons

“Person or class of persons” means such person, as may be specified in the Scheme, who is required to furnish a return required to be filed under section 70.
PRACTICE MANUAL 
Question 1

Answer the following questions:-

(a) 
Which are the documents to be submitted along with service tax return?

(b) 
Who are the persons liable to file service tax returns?

(c) 
Whether service tax return can be furnished after the due date?

(d) 
Mr. Raju is a multiple service provider and files only a single return. State with reasons whether he can do so?

Answer

(a)
 Along with service tax (ST-3) return, the following documents should be attached:

(i) 
copies of GAR-7 challans which indicate the payment of service tax for the months/quarter covered in the half-yearly return.

(ii) 
memorandum in Form ST-3A giving full details of the difference between the amount of provisional amount of tax deposited and the actual amount payable for each month. This memorandum (Form ST-3A) is to be attached only when the assessee opts for provisional payment of service tax.

(b) 
Section 70(1) of the Finance Act, 1994, inter alia, provides that every person liable to pay service tax shall himself assess the tax due on the services provided by him and shall furnish a return to the Superintendent of Central Excise.
Sub-section (2) of section 70 stipulates that certain notified person or class of persons shall also furnish to the Superintendent of the Central Excise, a return in such form and in such manner and at such frequency as may be prescribed.

(c) 
A delayed return can be furnished by paying the prescribed late fee. Section 70(1) of the Finance Act, 1994, inter alia, provides for filing of periodical return after the due date with the prescribed late fee of not more than ` 20,000/-.

(d) 
Yes, Mr. Raju can file a single return though he is a multiple service provider. He has to furnish the details in each of the columns of the Form No.ST-3 separately for each of the taxable services rendered by him. Thus, instead of showing a lump sum figure for all the services together, service-wise details should be provided in the return.

Question 2

List the documents to be submitted alongwith the first service tax return.

Answer

Every assessee shall furnish to the Superintendent of Central Excise at the time of filing the return for the first time or 31st January, 2008 whichever is later, a list of following documents in duplicate:

(a) 
all the records prepared or maintained by the assessee for accounting of transactions in regard to

(i) 
providing of any service, whether taxable or exempted;

(ii) 
receipt or procurement of input services and payment for them;

(iii) 
receipt, purchase, manufacture, storage, sale or delivery, as the case may be, in regard to inputs and capital goods;

(iv) 
other activities such as manufacture and sale of goods, if any.

(b) 
all other financial records maintained by him in the normal course of business.

Question 3

What do you mean by e-filing of returns? Is there any facility of e-filing of service tax returns?

Answer

E-filing is a facility for the electronic filing of service tax returns by the assessee from his office, residence or any other place of choice, through the internet, by using a computer. E-filing of returns is mandatory for the assessees. With effect from 01.10.2011, every assessee will have to submit half-yearly service tax return electronically, irrespective of the amount of service tax paid by him in the preceding financial year.

CBEC has rolled out an application called ACES(Automation of Central Excise and Service Tax) for automation of major processes like returns, registration, etc.


The assesses can electronically file statutory returns of Central Excise and Service Tax by choosing one of the two facilities being offered by the Department at present :

1. they can file it online, or

2. download the off-line return utilities which can be filled-in off-line and uploaded to the system through the internet.

Question 4

State the due dates for filing of service tax returns. Will the delayed filing of service tax return result in payment of any late fee? If so, how much?

Answer

The service tax return (in Form ST-3) should be filed on half yearly basis by the 25th of the month following the particular half-year. The due dates on this basis are as under:

Half year 






Due date

1st April to 30th September 





25th October

1st October to 31st March 





25th April

In case the due date of filing of return falls on a public holiday, the assessee can file the return on the immediately succeeding working day.

Yes, late fee will be levied for delay in furnishing of the service tax return. The prescribes late is given hereunder:
	S. No.


	Period of delay
	Late fee

	
	Particulars
	`

	(a)
(b)

(c)
	15 days from the date prescribed for submission of the return
Beyond 15 days but not later than 30 days from the date prescribed for submission of the return.
Beyond 30 days from the date prescribed for submission of the return
	500

1,000

An amount of ` 1,000 plus `100 for every day from the 31st day till the date of furnishing the said return


However, the total late fee for delayed submission should not exceed ` 20,000

Question 5

What is the late fee payable for delay in furnishing the service tax return? Can the same be waived?

Answer

The late fee payable for delay in submitting the service tax return is furnished below:
	S. No.
	Period of delay (No. of days from the due date of filing the return)
	Late fee (` )

	(a)

(b)

(c)
	15 days

16 – 30 days

Beyond 30 days
	500

1000

` 1000 plus ` 100 for every day of delay beyond 30 days.


However, the total late fee payable shall not exceed ` 20,000.

Waiver of late fee: Where the gross amount of service tax payable is nil, the Central Excise Officer may, on being satisfied that there was sufficient cause for the delay, reduce or waive the late fee.
Question 6

State the contents of Service tax return.

Answer

General details, like financial year, half year period (April-September or October-March), name of the assessee, registration number of the premises for which return is being filed, category of taxable services are required to be furnished. Apart from this, some significant month-wise details also need to be furnished. For instance:

(i) 
amount received towards taxable service

(ii) 
amount received in advance towards taxable service to be provided

(iii) 
amount billed for exempted services and services exported without payment of tax

(iv) 
amount billed for services on which tax is to be paid

(v) 
abatement claimed - value

(vi) 
notification number of abatement and exemption

(vii) 
service tax payable

(viii) 
education cess payable

(ix) 
GAR-7 challan date and number

(x) 
credit details for service tax provider/recipient

Question 7

(i) 
Can the service tax return be revised? If so, state the relevant period before which it can be done?

(ii) 
Mr. Amarnath, a registered service provider did not render any taxable services during the financial year 2012-13. Whether he is required to file service tax return? Is he liable for penalty for non-filing? If so, how much?

Answer

(i) Yes, the service tax return can be revised by an assessee. An assessee can submit a revised return, in Form ST-3, in triplicate, to correct a mistake or omission. 

The service tax return can be revised within a period of 90 days from the date of submission of the original return.

(ii) Every assessee has to file a half yearly return in Form ST-3. Even if no service is provided during a half year, and no service tax is payable; a NIL return has to be filed. Therefore, Mr. Amarnath is required to file a service tax return even if he did not render any taxable services during the financial year 2012-13. 

Yes, Mr. Amarnath is liable for penalty for non-filing of return. The maximum amount of penalty which can be levied for non-filing of return is ` 20,000. However, the Central Excise Officer may reduce or waive the penalty if he is satisfied that there is sufficient reason for not filing the return. 

As per Rule 7C of the Service Tax Rules, 1994, the prescribed late fee for furnishing a delayed return is:
	S. No.
	Period of delay
	Late fee (`)

	a)

b)

c)
	15 days from the date prescribed for submission of the return.

Beyond 15 days but not later than 30 days from the date prescribed for submission of the return.

Beyond 30 days from the date prescribed for submission of the return.
	500

1,000

An amount of ` 1,000 plus ` 100 for every day from the 31st day till the date of furnishing the said return.


Question 8
PS Ltd. has paid service tax of ` 9 lakh during the financial year 2011-12.You are required to examine whether it is required to file service tax return electronically for the half year ended September 30, 2012.

Answer

Service Tax Rules, 1994 have been amended to provide that every assessee will have to submit half-yearly service tax return electronically, irrespective of the amount of service tax paid by him in the preceding financial year. The amendment would be effective from October 1st, 2011. Hence, PS Ltd. has to file service tax return electronically for the half year ended September 30, 2012.

Question 9
Prasad & Co. seeks your advise for the following in the context of service tax:

It wants to file revised service tax return even though the original return was filed belatedly.

Your answer must be with reasons.

Answer

Revised service tax returns may be filed within 90 days from the date of filing original return. Even if the original return is filed belatedly, the return could be revised by filing a revised return.

EXERCISES

1. 
Which of the following statement is true with regards to service tax return?

(a) 
A half yearly return is to be filed by each assessee.

(b) 
A quarterly return is to be filed by each assessee.

(c) 
A monthly return is to be filed by each assessee.

(d) 
An annual return is to be filed by each assessee.

2. 
What is the due date for filing returns?

(a) 
5th of the month following the particular quarter

(b) 
25th of the month following the particular month

(c) 
25th of the month following the particular half year

(d) 
5th of April each year.

3. 
The prescribed form for service tax return is:

(a) 
Form 3CD

(b) 
Form 2E

(c) 
Form ST-3

(d) 
Form GAR-7

4.
 The contents of the service tax return do not include:

(a) 
amount billed for exempted services and services exported without payment of tax

(b)
 amount received towards taxable service

(c) 
amount received in advance towards taxable service to be provided

(d) 
the income or loss of the service provider

5. 
For an assessee who provides 3 taxable services:

(a) 
filing of return is not compulsory at all

(b) 
filing of a single return is sufficient

(c) 
filing of separate returns for all 3 services is necessary

6. 
Which documents are to be submitted along with the first return?

7. 
When should the return be filed if the due date happens to be a public holiday?

8. 
‘X’, an individual, has not provided any services in the half year period of April to September. Should he file any return for this period? Give your opinion.

9. 
Write a note on the manner of payment of service tax.

Answers

1.(a);  2.(c);  3.(c);  4.(d);  5.(b)

(self reading)

Form ST-1
Application form for registration under section 69 of the Finance Act, 1994 (32 of 1994)

(Please tick appropriate box below)

	 
	 

	New Registration

	 
	 

	Amendments to information declared by the existing Registrant.

	 
	 
	Registration Number in case of existing Registrant seeking Amendment .............



1.

(a)
Name of applicant

	 
	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 






(b)
Address of the applicant

	 
	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


	 
	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


	 
	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




2.

Details of Permanent Account Number (PAN) of the applicant




(a)
Whether PAN has been issued by the Income Tax Department

	 
	 

	 

	 
	 




      
Yes   No




(b)
If Yes, the PAN

	 
	 
	 
 
 
 
 
 
 
 
 
 






(c)
Name of the applicant (as appearing in PAN)

	 
	 
	 
 
 
 
 
 
 
 
 
 




3.

(a)
Constitution of applicant (Tick as applicable)






(i)
Proprietorship

	 
	 
	 

	 
	 







(ii)
Partnership

	 
	 
	 

	 
	 







(iii)
Registered Public Limited Company

	 
	 
	 

	 
	 







(iv)
Registered Private Limited Company

	 
	 
	 

	 
	 







(v)
Registered Trust

	 
	 
	 

	 
	 







(vi)
Society/Cooperative Society

	 
	 
	 

	 
	 







(vii)
Others

	 
	 
	 

	 
	 





(b)
Name, Address and Phone Number of Proprietor/Partner/Director






(i)
Name

	 
	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

	 
	 







(ii)
Address

	 
	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

	 
	 


                   (iii) Phone Number

	 
	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

	 
	 



4.
Category of Registrant (Please tick appropriate box)




(a)
Person liable to pay service tax

	 
	(i)
	Service provider
	 


	 
	(ii)
	Service recipient
	 






(b)
Other person/class of persons

	 
	(i)
	Input service distributor
	 


	 
	(ii)
	Any provider of taxable service whose aggregate value of taxable service in a financial year exceeds nine lakh rupees
	 




5.

(a)
Nature of Registration (Tick as applicable)

	 
	(i)
	Registration of a single premise
	 


	 
	(ii)
	Centralised Registration for more than one premises
	 






(b)
Address of premises for which Registration is sought






(i)
Name of Premises/Building

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(ii)
Flat/Door/Block No.

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(iii)
Road/Street/Lane

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(iv)
Village/Area/Lane

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(v)
Block/Taluk/Sub-Division/Town

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(vi)
Post office

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(vii)
City/District

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(viii)
State/Union Territory

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(ix)
PIN

	 
	 
 
 
 
 
 








(x)
Telephone Nos.

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(xi)
Fax No.

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








(xii)
E-mail Address

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 






(c)
In case of application for Centralised Registration, furnish address of all the premises from where taxable services are provided or intended to be provided [Format as per 5(b) above]




(d)
In case of application for Input Service Distributor, furnish address of all the premises to which credit of input services is distributed or intended to be distributed [Format as per 5(b) above]


6.
Address of the premises or office paying service tax under centralised billing or centralised accounting under sub-rules (2) and (3A) of rule 4 of the Service Tax Rules, 1994.



Address

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



7. Description of taxable services provided or to be provided by applicant

	S. No.
	Description of service
	Relevant clause of section 65 of the Finance Act, 1994, to be indicated, if possible

	(1)
	(2)
	(3)



	
	
	

	
	
	


   8. Name, Designation and Address of the Authorized Signatory/Signatories:

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Declaration
I, ...........................................hereby declare that the information given in this application form is true, correct and complete in every respect and that I am authorized to sign on behalf of the Registrant.

(a)
For new registration:


I would like to receive the Registration Certificate by mail/by hand/e-mail

(b)
For amendments to information pertaining to existing Registrant:

................................................

Date from which amendments are made: ...............


(Self certified photocopy of Registration Certificate is required to be enclosed)

 


(Signature of the applicant/authorized person with stamp)

Date: ..............................

Place: .............................

acknowledgement
(To be given in the event Registration Certificate is not issued at the time of receipt of application for Registration)

I hereby acknowledge the receipt of your Application Form


(a)
For new Registration



(As desired, the New Registration Certificate will be sent by e-mail/mail/handed over to you in person on..............)


(b)
For amendments to information in existing Registration

	

 
	Signature of the Officer of Central Excise

	 
	(with Name and Official Seal)


Date: ..............................

Form ST-2
Certificate of registration under section 69 of the Finance Act, 1994 (32 of 1994)

Shri/Ms. ...................................................................... (name with complete address of premises) having undertaken to comply with the conditions prescribed in Chapter V of the Finance Act, 1994 read with the Service Tax Rules, 1994, and any orders issued thereunder is hereby certified to have been registered with the Central Excise Department. The Service Tax Code and other details are mentioned hereunder.

	1.
	PAN No.
	 
 
 
 
 
 
 
 
 
 


	2.
	Service Tax Code
	 
 
 
 
 
 
 
 
 
 
 
 
 
 


	 
	(Registration Number)
	 

	3.
	Taxable Services
	 




4.
Address of business premises:


(i)
Name of Premises/Building

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




(ii)
Flat/Door/Block No.

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




(iii)
Road/Street/Lane

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




(iv)
Village/Area/Lane

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




(v)
Block/Taluk/Sub-Division/Town

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




(vi)
Post office

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




(vii)
City/District

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




(viii)
State/Union Territory

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




(ix)
PIN
Telephone Nos.

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




(x)
E-mail Address

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




5.
Premises code

	 
	 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




6. This certificate is issued incorporating the changes intimated by the applicant and the previous certificate of registration bearing Registration Number ................ issued on ........ stand cancelled.

[Sl. Nos. 2, 3, 4 to be repeated for every premises being granted a registration under this certificate. Premises code is given by the department based on the Commissionerate + Division+ Range + Sl. No.]

Notes:

1.
In case the registrant starts providing any other taxable service (other than those mentioned above), he shall intimate the department.


2.
In case the registrant starts billing from other premises (other than those mentioned above), he shall intimate the department.


3.
These intimations and any other information which registrant wishes to bring to the notice of the department can be submitted on-line by the registrant after logging on to website.


4.
This registration certificate is not transferable.


5.
List of Accounting Codes is enclosed. These may invariably be furnished in the challan at the time of making payment of service tax.

	Place: .......................
	Name and signature of the Central Excise

	Date: .......................
	Officer with official seal


CC: (by e-mail) To—


(1)
The Pay and Accounts Officer (Commissionerate Name)

   (2) The Superintendent of Central Excise (Where premises are located).


FORM ST-3
(Return under section 70 of the Finance Act, 1994 read with rule 7 of Service Tax Rules, 1994)
(Please see the instructions carefully before filling the Form)
 
PART-A GENERAL INFORMATION
A1
	ORIGINAL
	 
	REVISED
	 


(Please tick whichever is applicable)
A2 STC Number:  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


A3  Name of the assessee:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


A4
	Financial Year
	 
	 
	 
	 
	-
	 
	 
	 
	 


A5  Return for the period (Please tick the appropriate period)
	April – September
 
	 
	October - March
	 



A6
	A6.1
	Has the assessee opted to operate as “Large Taxpayer” Unit [‘Y’/’N’](As defined under Rule 2(ea) of the Central Excise Rules, 2002 read with Rule 2 (1) (cc) of the Service Tax Rules, 1994)
	Yes/No

	A6.2
	If reply to column A6.1 is Yes, name of Large Taxpayer Unit opted for  (choose from List)
	Dropdown List of LTUs


 A7  Premises Code Number:

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


 A8   Constitution of the assessee (Please tick the appropriate category) 
	A8.1 Individual/Proprietary
	 
	 A8.2 Limited liability Partnership
	 

	A8.3 Registered Public Ltd.    Company
	 
	 A8.4 Registered Private Ltd. Company
	 

	A.8.5 Registered Trust
	 
	A8.6 Society/Co-operative Society
	 

	A 8.7 A firm
	 
	A8.8 Hindu Undivided Family
	 

	A 8.9 Government
	 
	 A8.10 An association of persons or body of individuals, whether incorporated or not
	 

	A.8.11 A local authority
	 
	 A8.12 Every artificial juridical person, not falling within any of the preceding categories
	 


 A9  Taxable Service(s) for which tax is being paid
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


 A10  Assessee is liable to pay service tax on this taxable service as –
(Please tick the appropriate category) 
	A10.1 A Service Provider under Section 68(1)
	 
	A10.2 A Service Receiver under Section 68(2)
	 

	A 10.3 A Service Provider  under partial reverse charge under proviso to Section 68(2)
	 
	A10.4 A Service Receiver under partial reverse charge under proviso to Section 68(2) 
	 

	A 10.5 If covered by A10.3 above, then the percentage of service tax Payable as provider of service
	 
	A10.6 If covered by A10.4 above, then the percentage of service tax Payable  as recipient of service
	 


A11 EXEMPTIONS
	A11.1Has the assessee availed benefit of any exemption notification (‘Y’/‘N’)
	 

	A11.2If reply to A11.1 is ‘Y’, please furnish Notification Nos. and Sl. No. in the notification under which such exemption is availed
 
	 .


A12 ABATEMENTS
	A12.1  Has any abatement from the value of services been claimed (‘Y’/‘N’)
	 

	A12.2  If reply to A12.1 is ‘Y’, please furnish Notification Nos. and Sl. No. in the notification under which such abatement is availed:
 
	 .


A13 PROVISIONAL ASSESSMENT
	A13.1Whether provisionally assessed (‘Y’/‘N’)
	 

	A13.2 If reply to A13.1 is ‘Y’, please furnish Provisional Assessment Order No. &
         Date
	 


 
PART-B VALUE OF TAXABLE SERVICE AND SERVICE TAX PAYABLE 
(TO BE DISPLAYED SERVICE-WISE)
B1  FOR SERVICE PROVIDER
	 
	Month / Quarter
	Apr/Oct
	May/Nov
	Jun/Dec
	July/Jan
	Aug/Feb
	Sep/Mar

	B1.1
	Gross amount (excluding amounts received in advance, amounts taxable on receipt basis, for which bills/invoices/challans or any other document may not have been issued) for which bills/invoices/challans or any other documents are issued relating to service provided or to be provided (including export of service and exempted service)
	 
	 
	 
	 
	 
	 

	B1.2
	Amount received in advance for services for which bills/invoices/challans or any other documents have not been issued
	 
	 
	 
	 
	 
	 

	B1.3
	Amount taxable on receipt basis under third proviso to rule 6(1) of Service Tax Rules, 1994 for which bills/invoices/challans or any other documents have not been issued
	 
	 
	 
	 
	 
	 

	B1.4
	Amount taxable for services provided for which bills/invoices/challans or any other documents have not been issued
	 
	 
	 
	 
	 
	 

	B1.5
	Money equivalent of other considerations charged, if any, in a form other than money
	 
	 
	 
	 
	 
	 

	B1.6
	Amount on which service tax is payable under partial reverse charge
	 
	 
	 
	 
	 
	 

	B1.7
	Gross Taxable Amount 
B1.7 = B1.1+B1.2+B1.3+B1.4+
            B1.5+B1.6
	 
	 
	 
	 
	 
	 

	B1.8
	Amount charged against export of service provided or to be provided
	 
	 
	 
	 
	 
	 

	B1.9
	Amount charged for exempted service provided or to be provided (other than export of service given at B1.8 above)
	 
	 
	 
	 
	 
	 

	B1.10
	Amount charged as pure agent
	 
	 
	 
	 
	 
	 

	B1.11
	Amount claimed as abatement
	 
	 
	 
	 
	 
	 

	B1.12
	Any other amount claimed as deduction, please specify.
	 
	 
	 
	 
	 
	 

	B1.13
	Total Amount claimed as Deduction  
B1.13=B1.8+B1.9+B1.10+B1.11+
             B1.12
	 
	 
	 
	 
	 
	 

	B1.14
	NET TAXABLE VALUE 
B1.14=B1.7 - B1.13
	 
	 
	 
	 
	 
	 

	B1.15
	Service tax rate wise break up of NET TAXABLE VALUE (B1.14):
Ad-valorem rate
	 
	 
	 
	 
	 
	 

	B1.16
	Specific rate 
(applicable as per rule 6 of STR)
	 
	 
	 
	 
	 
	 

	B1.17
	Service tax payable
	 
	 
	 
	 
	 
	 

	B1.18
	Less R&D cess payable 
	 
	 
	 
	 
	 
	 

	B1.19
	Net Service Tax payable
(B1.19=B1.17-B1.18)
	 
	 
	 
	 
	 
	 

	B1.20
	Education Cess payable  
	 
	 
	 
	 
	 
	 

	B1.21
	Secondary & Higher Education Cess payable
	 
	 
	 
	 
	 
	 


 B2 – FOR SERVICE RECEIVER
	  
	Month / Quarter
	Apr/Oct
	May/Nov
	Jun/Dec
	July/Jan
	Aug/Feb
	Sep/Mar

	B2.1
	Gross amount (excluding amounts paid in advance, amounts taxable on payment basis, for which bills/invoices/challans or any other document may not have been issued) for which bills/invoices/challans or any other documents are issued relating to service received or to be received
	 
	 
	 
	 
	 
	 

	B2.2
	Amount paid in advance for services for which bills/invoices/challans or any other documents have not been issued
	 
	 
	 
	 
	 
	 

	B2.3
	Amount taxable on receipt basis under third proviso to rule 6(1) of Service Tax Rules, 1994 for which bills/invoices/challans or any other documents have not been issued
	 
	 
	 
	 
	 
	 

	B2.4
	Money equivalent of other considerations paid, if any, in a form other than money
	 
	 
	 
	 
	 
	 

	B2.5
	Amount paid for services received from Non-Taxable territory - Imports
	 
	 
	 
	 
	 
	 

	B2.6
	Amount paid for services received from Non-Taxable territory – Other than Imports
	 
	 
	 
	 
	 
	 

	B2.7
	Amount on which service tax is payable under partial reverse charge
	 
	 
	 
	 
	 
	 

	B2.8
	Gross Taxable Amount 
B2.8= B2.1+B2.2+B2.3+B2.4+
           B2.5+B2.6+B2.7
	 
	 
	 
	 
	 
	 

	B2.9
	Amount paid for exempted services received or to be received
	 
	 
	 
	 
	 
	 

	B2.10
	Amount paid as pure agent
	 
	 
	 
	 
	 
	 

	B2.11
	Amount claimed as abatement
	 
	 
	 
	 
	 
	 

	B2.12
	Any other amount claimed as deduction,  please specify
	 
	 
	 
	 
	 
	 

	B2.13
	Total Amount claimed as Deduction
 B2.13 = B2.9+B2.10+B2.11+B2.12
	 
	 
	 
	 
	 
	 

	B2.14
	NET TAXABLE VALUE
B2.14 = B2.8-B2.13
	 
	 
	 
	 
	 
	 

	B2.15
	Service tax rate wise break up of NET TAXABLE VALUE (B2.14):
Ad-valorem rate
	 
	 
	 
	 
	 
	 

	B2.16
	Specific rate (applicable as per rule 6 of STR)
	 
	 
	 
	 
	 
	 

	B2.17
	Service tax payable
	 
	 
	 
	 
	 
	 

	B2.18
	Less R&D cess payable 
	 
	 
	 
	 
	 
	 

	B2.19
	Net Service Tax payable
(B2.19=B2.17-B2.18)
	 
	 
	 
	 
	 
	 

	B2.20
	Education Cess payable 
	 
	 
	 
	 
	 
	 

	B2.21
	Secondary & Higher Education Cess payable 
	 
	 
	 
	 
	 
	 


 
 PART-C SERVICE TAX PAID IN ADVANCE
 Amount of Service Tax paid in advance under sub-rule (1A) of Rule 6 of ST Rules:
	 
	Month / Quarter
	Apr/Oct
	May/Nov
	Jun/Dec
	July/Jan
	Aug/Feb
	Sep/Mar

	C1
	Amount of service tax deposited in advance
	 
	 
	 
	 
	 
	 

	C2
	Amount of Education Cess deposited in advance
	 
	 
	 
	 
	 
	 

	C3
	A  Amount of Secondary & Higher Education     Cess deposited in advance
	 
	 
	 
	 
	 
	 

	C4
	Challan Nos., date & amount
	(i)                                     
	No.
	 
	 
	 
	 
	 
	 

	
	
	 
	Date
	 
	 
	 
	 
	 
	 

	
	
	 
	Amount
	 
	 
	 
	 
	 
	 


 PART-D SERVICE TAX PAID IN CASH AND THROUGH CENVAT CREDIT
Service Tax, Education Cess, Secondary & Higher Education Cess and other amounts paid
(To be filled by a person liable to pay service tax and not to be filled by an Input Service Distributor):
	 
	Month / Quarter
	Apr/Oct
	May/Nov
	Jun/Dec
	July/Jan
	Aug/Feb
	Sep/Mar

	 
	 
	 
	 
	 
	 
	 
	 


 
	D1
	In cash
	 
	 
	 
	 
	 
	 

	D2
	By CENVAT credit 
(not applicable where the service tax is liable to be paid by the Recipient of Service)
	 
	 
	 
	 
	 
	 

	D3
	By adjustment of amount paid as service tax in advance under Rule 6(1A) of the ST Rules
	 
	 
	 
	 
	 
	 

	D4
	By adjustment of excess amount paid earlier as service tax and adjusted, by taking credit of such excess service tax paid, in this period under Rule 6(3) of the ST Rules
	 
	 
	 
	 
	 
	 

	D5
	By adjustment of excess amount paid earlier as service tax and adjusted in this period under Rule 6(4A) of the ST Rules
	 
	 
	 
	 
	 
	 

	D6
	By adjustment of excess amount paid earlier as service tax in respect of service of Renting of Immovable Property, on account of non-availment of deduction of property tax paid and adjusted in this period under Rule 6(4C) of the ST Rules
	 
	 
	 
	 
	 
	 

	D7
	By book adjustment in the case of specified Government departments
	 
	 
	 
	 
	 
	 

	D8
	Total Tax paid 
D8 = D1+D2+D3+D4+D5+D6+D7
	 
	 
	 
	 
	 
	 


 PART-E  EDUCATION CESS PAID IN CASH AND THROUGH CENVAT CREDIT
	E1
	In cash
	 
	 
	 
	 
	 
	 

	E2
	By CENVAT credit (not applicable where the service tax is liable to be paid by the recipient of service)
	 
	 
	 
	 
	 
	 

	E3
	By adjustment of amount paid as service tax in advance under Rule 6(1A) of the ST Rules
	 
	 
	 
	 
	 
	 

	E4
	By adjustment of excess amount paid earlier as service tax and adjusted, by taking credit of such excess service tax paid, in this period under Rule 6(3) of the ST Rules
	 
	 
	 
	 
	 
	 

	E5
	By adjustment of excess amount paid earlier as service tax and adjusted in this period under Rule 6(4A) of the ST Rules
	 
	 
	 
	 
	 
	 

	E6
	By adjustment of excess amount paid earlier as service tax in respect of service of Renting of Immovable Property, on account of non-availment of deduction of property tax paid and adjusted in this period under Rule 6(4C) of the ST Rules
	 
	 
	 
	 
	 
	 

	E7
	By book adjustment in the case of specified Government departments
	 
	 
	 
	 
	 
	 

	E8
	Total Education Cess paid E8=E1+E2+E3+E4+E5+E6+E7
	 
	 
	 
	 
	 
	 


 PART-F  SECONDARY& HIGHER EDUCATION CESS PAID IN CASH AND THROUGH CENVAT CREDIT
	 F1
	In cash
	 
	 
	 
	 
	 
	 

	F2
	By CENVAT credit (not applicable where the service tax is liable to be paid by the recipient of service)
	 
	 
	 
	 
	 
	 

	F3
	By adjustment of amount paid as service tax in advance under Rule 6(1A) of the ST Rules
	 
	 
	 
	 
	 
	 

	F4
	By adjustment of excess amount paid earlier as service tax and adjusted, by taking credit of such excess service tax paid, in this period under Rule 6(3) of the ST Rules
	 
	 
	 
	 
	 
	 

	F5
	By adjustment of excess amount paid earlier as service tax and adjusted in this period under Rule 6(4A) of the ST Rules
	 
	 
	 
	 
	 
	 

	F6
	By adjustment of excess amount paid earlier as service tax in respect of service of Renting of Immovable Property, on account of non-availment of deduction of property tax paid and adjusted in this period under Rule 6(4C) of the ST Rules
	 
	 
	 
	 
	 
	 

	F7
	By book adjustment in the case of specified Government departments
	 
	 
	 
	 
	 
	 

	F8
	Total Tax paid 
F8=F1+F2+F3+F4+F5+F6+F7
	 
	 
	 
	 
	 
	 


 PART G - ARREARS, INTEREST, PENALTY, ANY OTHER AMOUNT ETC. PAID
	G1
	Arrears of revenue (Tax amount) paid in cash
	 
	 
	 
	 
	 
	 

	G2
	Arrears of revenue (Tax amount) paid by utilising CENVAT credit
	 
	 
	 
	 
	 
	 

	G3
	Arrears of Education Cess paid in cash
	 
	 
	 
	 
	 
	 

	G4
	Arrears of Education Cess paid by utilising CENVAT credit
	 
	 
	 
	 
	 
	 

	G5
	Arrears of Secondary & Higher Education Cess paid in cash
	 
	 
	 
	 
	 
	 

	G6
	Arrears of Secondary & Higher Education Cess paid by utilising CENVAT credit
	 
	 
	 
	 
	 
	 

	G7
	Amount paid in terms of section 73A of Finance Act, 1994
	 
	 
	 
	 
	 
	 

	G8
	Interest paid (in cash only)
	 
	 
	 
	 
	 
	 

	G9
	Penalty paid (in cash only)
	 
	 
	 
	 
	 
	 

	G10
	Amount of Late fee paid, if any.
	 
	 
	 
	 
	 
	 

	G11
	Any other amount paid (please specify)
	 
	 
	 
	 
	 
	 

	G12
	Total payment of arrears, interest, penalty and any other amount, etc. made G12=(G1+G2+G3+G4+G5+G6+G7+G8+G9+G10+G11)
	 
	 
	 
	 
	 
	 


 PART-H
H1  DETAILS OF CHALLAN (vide which service tax education cess, secondary and higher education cess and other amounts have been paid in cash)
	 
	Challan Nos. with date and amount
 
 
	(i)
	No.
	 
	 
	 
	 
	 
	 

	
	
	 
	Date
	 
	 
	 
	 
	 
	 

	
	
	 
	Amt.
	 
	 
	 
	 
	 
	 

	
	
	(ii)
	No.
	 
	 
	 
	 
	 
	 

	
	
	 
	Date
	 
	 
	 
	 
	 
	 

	
	
	 
	Amt.
	 
	 
	 
	 
	 
	 


H2
Source documents details for payments made in advance / adjustment, for entries made at columns D3, D4, D5, D6, D7; E3, E4, E5, E6, E7; F3, F4, F5, F6, F7; & G1 to G11
	S. No. and description of payment entry in this return
	Month/
Quarter
	Challan / Document / Credit Entry Reference Number etc.
	Challan / Document Date
	Amount

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 


 
** (Assessee liable to pay service tax on quarterly basis may furnish details quarter wise i.e. Apr-Jun, Jul-Sep, Oct-Dec, Jan-Mar)
	  
	 
	PART-I
DETAILS OF INPUT STAGE CENVAT CREDIT 
(To be filled by a taxable service provider only and not to be filled by Service 
Receiver liable to pay service tax or Input Service Distributor):
I1 DETAILS ABOUT THE ASSESSEE PROVIDING EXEMPTED AND NON-TAXABLE SERVICE OR
MANUFACTURING  EXEMPTED EXCISABLE GOODS:

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	I1.1
Whether providing any exempted service or non-taxable service (‘Y’/‘N’)
 
I1.2
Whether manufacturing any exempted excisable goods (‘Y’/‘N’)
 
I1.3
If reply to any one of the above is ‘Y’, whether maintaining separate account for receipt or consumption of input service and input goods [refer to Rule 6 (2) of CENVAT Credit Rules, 2004](‘Y’/‘N’)
 
I1.4
 
If reply to any one of the columns I1.1&I1.2 above is ‘Y’ and I1.3 is ‘N’, which option, from the below mentioned options, is being availed under Rule 6(3) of the CENVAT Credit Rules, 2004
 
I1.4.1
Whether paying an amount equal to 6% of the value of the exempted goods and exempted services [refer to Rule 6(3)(i) of CENVAT Credit Rules, 2004](‘Y’/‘N’); or
 
I1.4.2
Whether paying an amount equivalent to CENVAT Credit attributable to inputs and input services used in or in relation to manufacture of exempted goods or provision of exempted services [refer to Rule 6(3)(ii) of CENVAT Credit Rules, 2004](‘Y’/‘N’);or
 
I1.4.3
Whether maintaining separate account for receipt or consumption of input goods, taking CENVAT credit only on inputs (used in or in relation to the manufacture of dutiable final products excluding exempted goods and for the provision of output services excluding exempted services) and  paying an amount equivalent to CENVAT Credit attributable to input services used in or in relation to manufacture of exempted goods or provision of exempted services [refer to Rule 6(3)(iii) of CENVAT Credit Rules, 2004](‘Y’/‘N’)
 
 I2. AMOUNT PAYABLE UNDER RULE 6(3) OF THE CENVAT CREDIT RULES,2004:
Sl. No.
Month/Quarter
Apr/
Oct
May/
Nov
Jun/
Dec
July/
Jan
Aug/
Feb
Sep/
Mar
I2.1
Value of exempted goods cleared
 
 
 
 
 
 
I2.2
Value of exempted services provided
 
 
 
 
 
 
I2.3
Amount paid under Rule 6(3) of CENVAT Credit Rules, 2004, by debiting CENVAT Credit account
 
 
 
 
 
 
I2.4
Amount paid under Rule 6(3) of CENVAT Credit Rules, 2004, by cash
 
 
 
 
 
 
I2.5
Total amount paid under Rule 6(3) of CENVAT Credit Rules, 2004
I2.5 = I2.3 + I2.4
 
 
 
 
 
 
 I3 CENVAT CREDIT TAKEN AND UTILISED:
 Sl. No.
Month/Quarter
Apr/
Oct
May/
Nov
Jun/
Dec
July/
Jan
Aug/
Feb
Sep/
Mar
 
 
 
 
 
 
 
 
 I3.1  DETAILS OF CENVAT CREDIT OF SERVICE TAX AND CENTRAL EXCISE DUTY TAKEN AND UTILISATION THEREOF –
 
I3.1.1
Opening Balance
 
 
 
 
 
 
I3.1.2
Credit taken
 
 
 
 
 
 
I3.1.2.1
on inputs
 
 
 
 
 
 
I3.1.2.2
on capital goods
 
 
 
 
 
 
I3.1.2.3
on input services received directly
 
 
 
 
 
 
I3.1.2.4
as received from Input Service Distributor
 
 
 
 
 
 
I3.1.2.5
from inter-unit transfer by a LTU
 
 
 
 
 
 
I3.1.2.6
Any other credit taken (please specify)
 
 
 
 
 
 
I3.1.2.7
TOTAL CREDIT TAKEN = 
I3.1.2.7= (I3.1.2.1+I3.1.2.2+I3.1.2.3+I3.1.2.4+
I3.1.2.5+I3.1.2.6)
 
 
 
 
 
 
I3.1.3
Credit Utilised
 
 
 
 
 
 
I3.1.3.1
for payment of service tax
 
 
 
 
 
 
I3.1.3.2
for payment of Education Cess on taxable services
 
 
 
 
 
 
I3.1.3.3
for payment of Secondary and Higher Education Cess on taxable services
 
 
 
 
 
 
I3.1.3.4
for payment of excise duty or any other duty
 
 
 
 
 
 
I3.1.3.5
towards clearance of input goods and capital goods removed as such or after use
 
 
 
 
 
 
I3.1.3.6
towards inter unit transfer to LTU
 
 
 
 
 
 
I3.1.3.7
for payment of an amount under rule 6(3) of CENVAT Credit Rules, 2004
 
 
 
 
 
 
I3.1.3.8
for any other  payments/adjustments/reversal (Please specify)
 
 
 
 
 
 
I3.1.3.9
TOTAL CREDIT UTILISED
I3.1.3.9=(I3.1.3.1+I3.1.3.2+I3.1.3.3+I3.1.3.4+
I3.1.3.5+I3.1.3.6+I3.1.3.7+I3.1.3.8)
 
 
 
 
 
 
I3.1.4
Closing Balance of CENVAT credit 
I3.1.4 = {(I3.1.1 + I3.1.2.7) – I3.1.3.9}
 
 
 
 
 
 
 
I3.2 DETAILS OF CENVAT CREDIT OF EDUCATION CESS TAKEN & UTILISATION THEREOF –
I3.2.1
Opening Balance of Education Cess  
 
 
 
 
 
 
I3.2.2
Credit of Education Cess taken
 
 
 
 
 
 
I3.2.2.1
on inputs
 
 
 
 
 
 
I3.2.2.2
on capital goods
 
 
 
 
 
 
I3.2.2.3
on input services received directly
 
 
 
 
 
 
I3.2.2.4
as received from Input Service Distributor
 
 
 
 
 
 
I3.2.2.5
from inter unit transfer by a LTU
 
 
 
 
 
 
I3.2.2.6
Any other credit taken (please specify)
 
 
 
 
 
 
I3.2.2.7
Total credit of Education Cess taken I3.2.2.7= (I3.2.2.1+I3.2.2.2+I3.2.2.3+I3.2.2.4+ I3.2.2.5+I3.2.2.6)
 
 
 
 
 
 
I3.2.3
Credit of Education Cess utilised
 
 
 
 
 
 
I3.2.3.1
for payment of Education Cess on goods & services
 
 
 
 
 
 
I3.2.3.2
towards payment of Education Cess on clearance of input goods and capital goods removed as such or after use
 
 
 
 
 
 
I3.2.3.3
towards inter unit transfer to LTU
 
 
 
 
 
 
I3.2.3.4
for any other payments/adjustments/ reversal (please specify)
 
 
 
 
 
 
I3.2.3.5
Total credit of Education Cess  utilised 
I3.2.3.5= (I3.2.3.1+I3.2.3.2+I3.2.3.3+I3.2.3.4)
 
 
 
 
 
 
I3.2.4
Closing Balance of Education Cess  I3.2.4={(I3.2.1+I3.2.2.7)-I3.2.3.5}
 
 
 
 
 
 
 
I3.3 DETAILS OF CENVAT CREDIT OF SECONDARY AND HIGHER EDUCATION CESS  TAKEN & UTILISATION THEREOF –
 I3.3.1
Opening Balance of SHEC
 
 
 
 
 
 
I3.3.2
Credit of SHEC taken
 
 
 
 
 
 
I3.3.2.1
on inputs
 
 
 
 
 
 
I3.3.2.2
on capital goods
 
 
 
 
 
 
I3.3.2.3
on input services received directly
 
 
 
 
 
 
I3.3.2.4
as received from Input Service Distributor
 
 
 
 
 
 
I3.3.2.5
from inter unit transfer by a LTU
 
 
 
 
 
 
I3.3.2.6
Any other credit taken (please specify)
 
 
 
 
 
 
I3.3.2.7
Total credit of SHEC taken I3.3.2.7= (I3.3.2.1+I3.3.2.2+I3.3.2.3+I3.3.2.4+I3.3.2.5+I3.3.2.6)
 
 
 
 
 
 
I3.3.3
Credit of SHEC  utilised

 
 
 
 
 
 
I3.3.3.1
for payment of SHEC on goods & services
 
 
 
 
 
 
I3.3.3.2
towards payment of SHEC  on clearance of input goods and capital goods removed as such or after use
 
 
 
 
 
 
I3.3.3.3
towards inter unit transfer to LTU
 
 
 
 
 
 
I3.3.3.4
for any other payments/adjustments/reversal (please specify)
 
 
 
 
 
 
I3.3.3.5
Total credit of SHEC utilised I3.3.3.5= (I3.3.3.1+I3.3.3.2+I3.3.3.3+I3.3.3.4)
 
 
 
 
 
 
I3.3.4
Closing Balance of SHEC I3.3.4 = {(I3.3.1+I3.3.2.7)-I3.3.3.5}
 
 
 
 
 
 
 
PART J
CREDIT DETAILS FOR INPUT SERVICE DISTRIBUTOR
(TO BE FILLED ONLY BY AN INPUT SERVICE DISTRIBUTOR):
 Sl. No.
Month/Quarter 
Apr/
Oct
May/
Nov
June/
Dec
July/ Jan
Aug/
Feb
Sep/
Mar
 
 
 
 
 
 
 
 


	
	
	
	
	
	
	
	
	
	


 J1  DETAILS OF CENVAT CREDIT OF SERVICE TAX & CENTRAL EXCISE DUTY TAKEN AND DISTRIBUTION THEREOF –
	J1.1
	Opening Balance of CENVAT credit
	 
	 
	 
	 
	 
	 

	J1.2
	Credit taken (for distribution) on input services
	 
	 
	 
	 
	 
	 

	J1.3
	Credit distributed
	 
	 
	 
	 
	 
	 

	J1.4
	Credit not eligible for distribution in terms of rule 7(b) of CENVAT Credit Rules, 2004
	 
	 
	 
	 
	 
	 

	J1.5
	Closing Balance of CENVAT credit J1.5 = {(J1.1+J1.2) – (J1.3+J1.4)}
	 
	 
	 
	 
	 
	 


 J2 DETAILS OF CENVAT CREDIT OF EDUCATION CESS TAKEN AND DISTRIBUTION THEREOF–
	J2.1
	Opening balance of CENVAT credit of Education Cess
	 
	 
	 
	 
	 
	 

	J2.2
	Credit of Education Cess taken (for distribution) on input services
	 
	 
	 
	 
	 
	 

	J2.3
	Credit of Education Cess distributed
	 
	 
	 
	 
	 
	 

	J2.4
	Credit of Education Cess not eligible for distribution in terms of rule 7(b) of CENVAT Credit Rules, 2004
	 
	 
	 
	 
	 
	 

	J2.5
	Closing Balance of CENVAT credit of EC  = J2.5={(J2.1+J2.2) – (J2.3+J2.4)}
	 
	 
	 
	 
	 
	 


 J3  DETAILS OF CENVAT CREDIT OF SECONDARY AND HIGHER EDUCATION CESS TAKEN AND DISTRIBUTION THEREOF –
	J3.1
	Opening balance of CENVAT credit of SHEC
	 
	 
	 
	 
	 
	 

	J3.2
	Credit of SHEC taken (for distribution) on input services
	 
	 
	 
	 
	 
	 

	J3.3
	Credit of SHEC distributed
	 
	 
	 
	 
	 
	 

	J3.4
	Credit of SHEC not eligible for distribution in terms of rule 7(b) of CENVAT Credit Rules, 2004
	 
	 
	 
	 
	 
	 

	J3.5
	Closing Balance of CENVAT credit of SHEC = J3.5 ={(J3.1+J3.2) – (J3.3+J3.4)}
	 
	 
	 
	 
	 
	 


 PART K
SELF ASSESSMENT MEMORANDUM:
(a)  I/We declare that the above particulars are in accordance with the records and books maintained by me/us and are correctly stated.
(b)  I/We have assessed and paid the service tax and/or availed and distributed CENVAT credit correctly as per the provisions of the Finance Act, 1994 and the rules made thereunder.
(c) I/We have paid duty within the specified time limit and in case of delay, I/We have deposited the interest leviable thereon.
(d) I have been authorised as the person to file the return on behalf of the person providing the taxable service/recipient of service, as the case may be.
Place:
Date:
(Name and Signature of Assessee or Authorised Signatory)
PART L
If the return has been prepared by a Service Tax Return Preparer or Certified Facilitation Centre (hereinafter referred to as ‘STRP’/’CFC’), furnish further details as below: 
	(a)
	Identification No. of STRP/CFC
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	(b)
	Name of STRP/CFC
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


 
 
(Signature of STRP/CFC)
*****
INSTRUCTIONS TO FILL UP FORM ST-3:
 
A. General Instructions
(i)     If there is a change in the address or any other information as provided by the assessee in Form ST-1 or as contained in Form ST-2 (Certificate of Registration issued by the Department), the assessee should file amendment to ST1 application online in ACES for getting the Amended ST2 issued by the departmental officer. If the assessee has provided / received any additional service for which he is not registered, he has to first file the amendment to ST1 application and after the approval of the same by the departmental officer, he should file the return.
(ii)    Please indicate ‘NA’ against entries which are not applicable.
(iii)   Please indicate ‘Nil’ where the information to be furnished is nil.
(iv)  Please fill ‘Y’ for Yes, or ‘N’ for No wherever it is written as (‘Y’/’N’) in the FORM.
 
B. Instructions to fill up FORM ST-3
	Column No. in Form ST-3
	Instructions

	A2
	STC No. is 15 digit PAN based service tax code number issued to assessee in the FORM ST-2 (Certificate of Registration issued by the Department).

	A3
	Name of the assessee should be filled as mentioned in FORM ST-2 (Certificate of Registration issued by the Department).

	A5
	The relevant period for which return is being filed is to be selected.

	A9 & A10
	Though with effect from 1st July 2012, classification of services has been dispensed with, the assessee is required to mention the names of taxable service(s) as per ANNEXURE enclosed with this return. 

	A11.1 & A11.2
	If assessee has availed benefit of any exemption notification, the notification number and Serial number (in the notification), if any, against which such exemption has been availed, has to be entered

	A12.1 & A12.2
	If assessee has availed abatement from the value of services, he has to furnish the notification number and Serial number (in the notification), if any, against which such abatement has been availed.

	B
	(i)     An assessee liable to pay service tax on quarterly basis may furnish details quarter-wise i.e. Apr-Jun, Jul-Sep, Oct-Dec & Jan-Mar;
(ii)    The recipient of service liable to pay service tax should indicate the amount paid by him to service provider.

	B1.1
	Gross  amount  for which bills/invoices/challans are issued against  taxable service provided or agreed to be provided or received/agreed to be received (in  case  of  service  receiver),  which are taxable on accrual basis, as per the Point of Taxation Rules is to be mentioned in this column 
(A) it includes,-
       (a)  amount charged towards exported service,
       (b)  amount charged towards exempted service (other than export of service),
       (c)  amount charged as a pure agent, and
       (d) amount includible in terms of Rules 5(1) & 6(1) of the Service Tax (Determination of Value) Rules, 2006
(B) it excludes
(a)   amount received in advance i.e. before provision of services for which bills or invoices or challans or any other documents may not have been issued, because it has to be shown in column B1.2;
(b)   amount taxable on receipt basis, which is applicable to individuals and partnership firms whose aggregate value of taxable services during previous financial year was less than or equal to rupees fifty lakh and he opts to pay tax at the time when payment is received by him in respect of taxable value of rupees fifty lakh in the financial year to which return relates as per third proviso to Rule 6(1) of Service Tax Rules, 1994, for which bills or invoices or challans or any other documents may not have been issued, because it has to be shown in column B1.3;
(c)   Amount taxable for the services provided for which bills or invoices or challans or any other documents may not have been issued, (this amount has to be entered in column B1.4.) 
(d)   Service tax;
(e)   Education cess; and
(f)    Secondary and higher education cess

	B1.2
	Gross  amount  received  (or  paid  in  case  of  service  receiver) in  advance is  the total amount received (or paid in case of service receiver) for the particular taxable service before provision of service (including any amount received for continuous service), and
(A) it includes,-
        (a)  amount received towards exported service,
        (b) amount received towards exempted service (other than export of service),
        (c)  amount received as pure agent, and
        (d) amount received which is liable to be included in the value in terms of Rules 5(1) & 6(1) of the Service Tax (Determination of Value) Rules, 2006 
         (e) Amount paid for services received from Non-Taxable territory – Imports or other than Imports under column Nos. B2.5 and B2.6.
 (B) it excludes
         (a)  Service tax,
         (b)  Education cess, and
         (c)  Secondary and higher education cess

	B1.3
	This is applicable to individuals and partnership firms whose aggregate value of taxable services during previous financial year is less than or equal to rupees fifty lakh and he opts to pay tax at the time when payment is received by him in respect of taxable value of rupees fifty lakh in the financial year to which return relates.

	B1.5 & B2.4
 
 
	(i) The value of consideration charged (or paid in case of service receiver), other than money, is to be estimated in equivalent money value of such consideration in terms of the Service Tax (Determination of Value) Rules, 2006
(ii) ‘Consideration’ includes any amount that is payable for the taxable services provided or to be provided, as defined in Explanation to Section 67 of the Act.

	B1.6, B2.5, B2.6 & B2.7
	In case of some services, as notified under Notification No. 30/2012-ST, dated 20th June, 2012 (as amended), the liability to pay service tax has been placed on the recipient of service in terms of sub-section (2) of section 68 of the Finance Act, 1994 read with rule 2(1)(d)(i) of the Service Tax Rules, 1994. In respect of such services, the amount on which service tax is payable has to be shown as calculated in terms of Rule 7 of Point of Taxation Rules, 2011.

	B1.8
	With effect from 01.07.2012, exports of services are not to be taxed under service tax, as per Place of Provision of Services Rules, 2012. If the assessee has included the amount of export of service in column B1.1, he has to fill up said amount in column B1.7 also for claiming deduction of said amount from the gross amount. However, there may be cases where ST-3 return for the period prior to 01.07.2012 is to be filed by service providers or recipient of service, as the case may be. They are also required to fill up this column for furnishing the amount charged against the export of services made before 01.07.2012. 

	B1.9
	‘Exempted Service’ refers to the taxable service which is exempt, for the time being, from payment of service tax under a notification, other than by way of abatement.

	B1.10
	‘Pure Agent’ has been defined in Explanation 1 to Rule 5 of the Service Tax (Determination of Value) Rules, 2006

	B1.11
	‘Abatement’ refers to the part of value of taxable service which is not includible in the taxable value for payment of service tax through notification, such as Notification No. 26/2012-ST, dated 20.06.2012 issued under Section 66B of the Finance Act, 1994. 

	B1.12
 
 
	Any deductions, which is not mentioned in any other clause, from gross value of taxable service has to be provided (For example, deduction of property tax paid in respect of the taxable service of renting of an immovable property in terms of Rule 6(4C) of Service Tax Rules, 1994 read with Notification No. 29/2012-ST, dated 20th June, 2012).

	B1.15 & B2.15
	If an assessee is paying tax at the rate of 12% or other than 12%, then he has to mention the details of taxable value in this column by entering the tax rate applicable to him. This is also applicable to the assessees who want to file their return pertaining to the period prior to 01.04.2012 when tax rate was 10%, 8% or 5%, as the case may be. This can be done by inserting additional rows for such entries.

	B1.16 & B2.16
	As per Rule 6 of the Service Tax Rules, 1994, the service Providers/Recipients in respect of services of ‘Booking of tickets for Air Travel provided by Air Travel Agents’; ‘Insurer carrying on life insurance business’; ‘Purchase or sale of foreign currency including money changing’; and ‘Distributors and selling agents or persons assisting in organizing lottery’ have been given option to pay service tax at either specific rate or a combination of specific and ad valorem rate. Such assessees have to mention the details of such taxable value in these columns by selecting the appropriate tax rate(s) as applicable to them.

	B1.18 & B2.18
	Deduction of R& D cess paid, if applicable, from tax payable can be shown here separately for the relevant services, such as the service of import of technology, applicable.

	B2.5 & B2.6
	Amount paid for services received from non taxable territory is be entered in this column.  This includes value of import of services. Two separate rows have been provided to enter the 
B2.5 - Amount charged for services received from Non-Taxable territory – Imports and; 
B2.6 - Amount charged for services received from Non-Taxable territory – Other than Imports 

	D3, E3 & F3
	If any amount has been paid in advance as service tax in terms of rule 6(1A) of Service Tax Rules, 1994 and the assessee has adjusted that amount against his service tax liability, such adjustment has to be shown here.

	D4, E4 & F4
	Rule 6 (3) of Service Tax Rules, 1994 allows adjustment of service tax amount which was paid earlier in respect of taxable service not provided wholly or partially by the service provider or where the amount of invoice is re-negotiated. Such adjustment is to be shown here. 
Example: A service provider receives an advance of Rs 1000/- on which he pays a service tax of Rs 120/-.However, later on he does not provide this service and refunds the amount to the person from whom the advance was received. He can, in this case, adjust the amount of Rs 120/- for any of his future liability of service tax.

	D5, E5 & F5
 
	Rule 6 (4A) of Service Tax Rules, 1994 allows adjustment of  service tax amount paid in preceding months or quarter, which is in excess of the service tax liability  for such month or quarter. Such adjustment is to be shown here.
Example: A service provider having centralized registration pays an amount of Rs 1000/- as service tax for services provided by him from his five branches. However, on receipt of information from these branches, the service tax liability is computed as Rs 900/-. In this case he has paid an excess amount of Rs 100/- as service tax. He can adjust this excess amount of Rs 100/- against service tax liability for succeeding month/quarter.

	D6, E6 & F6
	Rule 6 (4C) of Service Tax Rules, 1994 allows adjustment of service tax amount paid in preceding months or quarter, which is in excess of the amount required to be paid towards service tax liability for such month or quarter on account of non-availment of deduction of property tax paid in terms of Notification No. 29/2012-ST, dated 20th June, 2012 from the gross amount of rent charged for the immovable property. Such adjustment is to be shown here.

	D7, E7 & F7
	Some department of Central Government collect service tax for the services provided/received by them and the payment of said tax to the Union of India is made through book adjustment or book transfer. Such book adjustment or transfer in the case of specified Government departments is to be shown here.

	G1 to G6
	Arrears of revenue includes,- 
(a)  amount that was payable earlier but not paid;
(b)  amount  pending  recovery  on  finalization  of  adjudication  or appellant stage, as the case may be;
(c)  amount pending in appeals without having any stay for recovery; or
(d)  amount arising on finalization of provisional assessment etc.

	G7
	Any amount collected in excess of the service tax assessed or determined and paid on any taxable service from the recipient of taxable service in any manner,  has to be paid to the credit of the Central Government as per the provisions of section 73A of the Finance Act, 1994. Assessee may furnish such amount here.

	G10
	Amount of late fee paid for any delayed filing of return has to be entered here as prescribed under Rule 7C of Service Tax Rules, 1994

	G11
	Any other amount paid may be specified. (It may include amount paid in terms of any adjudication order, any appellate order, etc.)

	H2
	Against source documents, following details may be furnished,-
(i)  For adjustment under rule 6(3) of Service Tax Rules, 1994, furnish details of earlier return, from where excess amount is derived 
(ii) For adjustment under rule 6(4A), furnish details of acknowledgement No. of intimation to Superintendent as required to be furnished in the rules;
(iii) For arrears, interest and penalty, the source document/period is as follows,-
            (a) in case these are paid suomoto by the assessee, the period for which such amount is paid may be furnished
            (b) if paid consequent to a show cause notice (SCN) or order, the source document is relevant SCN No./Demand Notice No., Order-in-Original No. or Order-in-Appeal No., or any other order , etc.;
(iv)  For adjustment of excess amount of service tax paid on the service of ‘Renting of Immovable Property’ in case the taxpayer has not availed the deduction of property tax paid in terms of Rule 6(4C) of the Service Tax Rules, 1994 read with Notification No. 29/2012-ST, dated 20th June, 2012 and he opts to avail such deduction against his service tax liability within 1 year from the date of payment of such property tax, the source document is original receipt issued by the concerned department of State Government showing the payment of such property tax.

	I3.1.2
	(i) The terms “ input”, “capital goods”, “input services” and “ input service distributor” may be understood as defined in the CENVAT Credit Rules, 2004;
(ii) Against S. No. I3.1.2.1, I3.1.2.2 &I3.1.2.3, the details of CENVAT credit availed on input/ input services/ capital goods, received directly by the assessee, are to be shown. In other words, these figures would not include the service tax credit received from input service distributor (i.e., office of the manufacturer or output service provider, which receives invoices towards purchases of input services and issues invoices//bills /challans for distribution of such credit, in terms of Rule 7 of CENVAT Credit Rules, 2004).
(iii) Against S. No. I3.1.2.4, furnish the details of service tax credit as received from ‘input service distributor’. 
(iv) Against S. No. I3.1.2.5, details have to be filled only by Large Taxpayer Unit who has opted to operate as LTU..

	I3.1.3.4
	This has to be filled only by the assessees who are engaged in both, providing taxable service as well as manufacturing and clearance of excisable goods. This entry would also include excise duty paid on capital goods and inputs removed as waste and scrap, in terms of rule 3(5A) of CCR, 2004

	I3.1.3.7
	If the assessee has utilised CENVAT credit for making any payment, adjustment or reversal such as in the case of write off of value of inputs or capital goods as per rule 3(5B) of CCR, 2004; reversal of CENVAT credit on the inputs used in the manufacture of goods which have been ordered to be remitted as per rule 3(5C) of CCR, 2004; the payment of arrears of revenue etc., such details may be mentioned here.

	I3.3 & J3
	 Details of credit taken and utilised in respect of Secondary and Higher Education cess has to be shown separately in these columns

	J
	This information has to be furnished by an input service distributor only.

	J1.4, J2.4 & J3.4
	This information has to be furnished by an input service distributor who has availed CENVAT credit of the service tax paid on the services used in a unit which is exclusively engaged in manufacturing of exempted excisable goods or providing exempted services, as such credit is not liable to be distributed in terms of Rule 7(b) of the CENVAT Credit Rules, 2004


 
 
ANNEXURE TO INSTRUCTIONS OF ST-3 RETURN
DESCRIPTION OF TAXABLE SERVICES FOR FILLING UP SERVICE TAX RETURN (ST-3)
	Sl.
No.
	Description of Taxable Services
	

	
	
	

	(1)
	(2)
	

	1
	Stockbroker service
	

	2
	General insurance service
	

	3
	Advertising agency services
	

	4
	Courier agency service
	

	5
	Consulting engineer services
	

	6
	Custom House Agent service
	

	7
	Steamer agent services
	

	8
	Clearing and forwarding agent services
	

	9
	Manpower recruitment / supply agency  service
	

	10
	Air travel agent services
	

	11
	Mandap keeper service
	

	12
	Tour operator services
	

	13
	Rent-a-cab scheme operator services
	

	14
	Architect services
	

	15
	Interior decoration / Designer services
	

	16
	Management or business consultant service
	

	17
	Chartered accountant services
	

	18
	Cost accountant service
	

	19
	Company secretary service
	

	20
	Real estate agent service
	

	21
	Security / detective agency service
	

	22
	Credit rating agency service
	

	23
	Market research agency service
	

	24
	Underwriter service
	

	25
	Scientific & technical consultancy services
	

	26
	Photography service
	

	27
	Convention service
	

	28
	Online information and database access service and / or retrieval service through computer network
	

	29
	Video production agency / video tape production service
	

	30
	Sound recording studio or agency services
	

	31
	Broadcasting service
	

	32
	Insurance auxiliary service in relation to general insurance   
	

	33
	Banking and other Financial services
	

	34
	Port service (major ports)
	

	35
	Service for repair, reconditioning, restoration, or decoration or any other similar services, of any motor vehicle
	

	36
	Beauty  parlours / beauty treatment
	

	37
	Cargo handling service
	

	38
	Cable operators
	

	39
	Dry cleaning service
	

	40
	Event management
	

	41
	Fashion design
	

	42
	Health club and fitness centre service
	

	43
	Life insurance service
	

	44
	Insurance auxiliary service concerning life insurance business    
	

	45
	Rail travel agent’s service
	

	46
	Storage and warehousing services 
	

	47
	Business auxiliary service 
	

	48
	Commercial training or coaching
	

	49
	Erection, commissioning and installation
	

	50
	Franchise service
	

	51
	Internet café
	

	52
	Maintenance or repair service
	

	53
	Technical testing and analysis service

	

	54
	Technical inspection and certification agency service    
	

	55
	Foreign exchange broker service
	

	56
	Other port (minor port) service
	

	57
	Airport services by airport authority
	

	58
	Transport of goods by air
	

	59
	Business exhibition service
	

	60
	Transport of goods by road / goods transport agency service
	

	61
	Construction services other than residential complex, including  commercial / industrial buildings or civil structures
	

	62
	Services by holder of intellectual property right providing intellectual property services other than copyright
	

	63
	Opinion poll agency service
	

	64
	Outdoor catering
	

	65
	Services by a programme producer 
	

	66
	Survey and exploration of mineral
	

	67
	Pandal or shamiana service
	

	68
	Travel agent for booking of passage (other than air / rail travel agents)
	

	69
	Services provided by recognised / registered associations in relation to forward contracts
	

	70
	Transport of goods through pipeline or other conduit
	

	71
	Site formation  and clearance, excavation, earth moving and demolition services
	

	72
	Dredging of rivers, ports harbours, backwaters, estuaries, etc. 
	

	73
	Survey and map making service
	

	74
	Cleaning services 
	

	75
	Club or association service
	

	76
	Packaging service
	

	77
	Mailing list compilation and mailing service
	

	78
	Construction of residential complex service
	

	79
	Service provided by a registrar to an issue
	

	80
	Service provided by a share transfer agent
	

	81
	Automated Teller Machine operations, maintenance or management service
	

	82
	Service provided by a recovery agent
	

	83
	Selling of space or time slots for advertisements  
	

	84
	Sponsorship service provided to  body-corporate or firm including sports sponsorships
	

	85
	Transport of passengers embarking on domestic / international journey by air
	

	86
	Transport of goods by rail including transport of goods in containers by rail (for the present, transport of passengers by rail in air-conditioned class/first class also may be paid under this description/accounting code)
	

	87
	Business support service
	

	88
	Auction service
	

	89
	Public relation management service
	

	90
	Ship management service
	

	91
	Internet telecommunication services (includes internet telephony Service which became taxable from 01.05.2006)
	

	92
	Transport of persons by cruise ship
	

	93
	Credit card, debit card, charge card or other payment card related services
	

	94
	Services of telegraph authority in relation to telecommunication service
	

	95
	Mining of mineral, oil or gas service
	

	96
	Renting of immovable property services
	

	97
	Works contract service
	

	98
	Development and supply of content for use in telecom services, advertising agency, etc.
	

	99
	Asset management including portfolio management and fund management
	

	100
	Design service other than interior decoration and fashion designing
	

	101
	Information technology software service
	

	102
	Services provided by an insurer of life insurance under Unit Linked Insurance Plan (ULIP)
	

	103
	Services provided by a recognized stock exchange in relation to transaction in securities
	

	104
	Services provided by recognised / registered associations in relation to clearance or settlement of transactions in goods or forward contracts
	

	105
	Services provided by a processing and clearing house in relation to securities, goods and forward contracts
	

	106
	Services provided by any person in relation to supply of tangible goods
	

	107
	Cosmetic and plastic surgery service
	

	108
	Transport of goods by coastal shipping (services by way of transportation of goods by inland waterways is placed in the negative list)
	

	109
	Legal consultancy service
	

	110
	Promotion, marketing, organizing or assisting in organizing games of chance including lottery, etc.
	

	111
	Health services by a clinical establishment, health check-up / diagnosis , etc.
	

	112
	Maintenance of medical records 
	

	113
	Service of promotion or marketing of brand of goods / services / events
	

	114
	Service of permitting commercial use or exploitation of events
	

	   115
	Electricity exchange service
	

	116
	Copyright service – transfer temporarily / permit use or enjoyment

	

	117
	Special services provided by builders
	

	118
	Restaurant service
	

	119
	Service of providing accommodation in hotels, inn, guest house, club or campsite whatever name called.
	

	120
	Other taxable services (services  other than the 119 listed above)

	


(self reading)

POST OFFICE
Speed Post ...We deliver Excellence
Speed Post, the market leader in the domestic express industry, was started by Department of Posts in August 1986 for providing time-bound and express delivery of letters ’ documents and parcels across the nation and around the world. In the past 20 years , it continues to be the market leader in the express industry with monthly volumes exceeding 1.4 crores. h monthly volumes exceeding 1.4 crores. soNormal" Speed Post ushered in a new era when ‘One India, One Rate’ scheme was launched @ INR 25 for all destinations across India, from Kashmir to Kanyakumari. Now, Speed Post delivers ‘Value for money’ to every one every where, delivering local Speed Post upto 50 grams @ INR 12, inclusive of Service Tax. Walk into any of the Speed Post booking centres across the country and experience the ‘joy of communication’.

For corporate customers and to regular users, Speed Post provides ‘Home collection’, credit facilities, on-line tracking, account management and personalised services. Call your Speed Post Centre today.
Given below are the revised Speed Post rates effective 1st October 2012

	Weight
	Local (within municipal limits)
	Upto 200 Kms.
	201 to 1000 Kms.
	1001 to 2000 Kms.
	Above 2000 Kms.

	Upto 50 grams
	INR  15
	INR  35
	INR  35
	INR  35
	INR  35

	51 grams to 200 grams
	INR  25
	INR  35
	INR  40
	INR  60
	INR  70

	201 grams to 500 grams
	INR  30
	INR  50
	INR  60
	INR  80
	INR  90

	Additional 500 grams or part thereof
	INR  10
	INR  15
	INR  30
	INR  40
	INR  50


The above tariff will be exclusive of taxes. The taxes will have to be paid extra as notified by the Central Government from time to time.
Speed Post.. the high speed Postal Service
Speed Post links more than 1200 towns in India, with 290 Speed Post Centres in the national network and around 1000 Speed Post Centres in the state network. For regular users, Speed Post provides delivery ‘anywhere in India’ under contractual service. Speed Post offers money-back guarantee, under which Speed Post fee will be refunded if the consignment is not delivered within the published delivery norms.
Speed Post information, Complaints and tracking problems
Should you face any problem relating to Speed Post delivery or Speed Post tracking, kindly call your Speed Post Centre or send email and a professional team of customer service executives will assist you.
	City
	Telephone No
	Tel No -Manager
	Email id

	Delhi
	1800 119888           
	98680 21828
	spc.delhi@indiapost.gov.in

	Mumbai
	022 2615 6125
	022 2615 6093
	spc.mumbai@indiapost.gov.in

	Chennai
	044 2829 2001
	94446 30016
	spc.chennai@indiapost.gov.in

	Kolkata
	033 2212 0476
	033 2212 1160
	spc.kolkata@indiapost.gov.in

	Bangalore
	080 2286 7302
	080 2289 2045
	spc.bangalore@indiapost.gov.in

	Hyderabad
	040 2346 3922
	040 2346 3929
	spc.hyderabad@indiapost.gov.in

	Ahmedabad
	1800 233 7999 
	079 2754 0419
	spc.ahmedabad@indiapost.gov.in

	Pune
	020 2612 1570
	020 2612 1528
	spc.pune@indiapost.gov.in


 
For other centres, please get in touch with the Speed Post Centre concerned.
Speed Post Home Collection
With a view to provide convenience for the customers, Speed Post provides collection from the premises of the customers through on-call collection and regular collection at some of the towns. Call your Speed Post Centre today for collection facilities.
Speed Post Passport Service
In a unique partnership, Department of Posts and MEA have come together to provide convenience in getting passports. Applicants need to buy the Passport application form available with the Speed Post Centre, fill it and submit it along with the fee. Speed Post Centres will check the forms , send them to the designated Passport Office for further processing and issue of Passport. The service is available only for issue of new passports and not for the renewal of passports.
Speed Post International Service
Backed by Universal Postal Union, EMS Speed Post offers economical and faster service to 97 foreign countries. Be it an important letter or University application form, be it an export consignment or a business sample, Speed Post will take it across with care. For international Speed Post tariff and destinations.

Speed Post International information, Complaints and tracking problems
For complaints relating to Speed Post International, please get in touch with the Gateway centres at Delhi, Mumbai, Kolkata and Chennai.
	City
	Telephone No
	Tel No. - Manager
	Email id

	Delhi
	1800 119888           
	98680 21828
	spc.delhi@indiapost.gov.in

	Mumbai
	022 2615 6125            
	022 2615 6093
	spc.mumbai@indiapost.gov.in

	Chennai
	044 2231 3282
	94446 30016
	spc.chennai@indiapost.gov.in

	Kolkata
	033 2212 0476
	033 2212 1160
	spc.kolkata@indiapost.gov.in


Compensation
to be paid in respect of Domestic Speed Post articles
For delay - Speed Post charges 
For loss / total theft / total damage - Double of the Speed Post charges or INR. 1000 whichever is less.
to be paid in respect of International EMS articles
Compensation to be paid in respect of International EMS articles booked in Post Offices in India in case of loss / total theft / total damage are as under :-

For delay - Speed Post charges 
For loss / total theft / total damage - 30 SDR (1 SDR = INR 65.8222 for 2009)

Opening a SPEED POST ACCOUNT
For corporate customers and regular users , Speed Post provides many value added services including pick-up from the premises, convenient monthly billings, account management facilities, assistance in import / export procedures of shipments, corporate tracking facilities, volume discounts etc. When you open a Speed Post account, you open the door to convenience and customized solutions, as per your requirements. As an account holder of Speed Post, you will have the assistance of a Marketing Executive in managing your accounts in all respects.

BUSINESS POST
Business Post - Mailing solutions for businesses
If you are a corporate customer looking for mailing solutions, Business Post services will make your task easy and convenient. Business Post demonstrates our responsiveness to market demands in providing value additions to mail services, with the best possible delivery at the lowest possible price.

Our customers are the reason for our existence. Their satisfaction in our products and services is of paramount importance to us. Realising this, we are improving our services at all levels and we focus on continual improvement.
Welcome to Business Post
Total Mailing solutions:
Business Post  provides ‘total mailing solutions’ to the businesses from mail preparation to  mail delivery. It is a one-stop shop service that manages entire mail-out process, for small businesses as well as large companies. Customers can choose from a range of cost-effective and professional mailing services, including printing, collating, inserting, sealing, and addressing to meet their specific business needs. In order to speed up the mail delivery, special despatch direct to destination post office and special delivery arrangements can also be made under Business Post.
Business mail processing made early: 
Business Post handles all business mail processing to make the task easy and convenient for the customer. Outsourcing the business mail processing needs to India Post means that the company can redirect precious resources to its core business activities. It makes sound business sense.
Business Post Centres:
Business Post services are available in ‘Business Post Centres’ which have been established in major towns. Business Post Centres are available at major post offices. Business Post Centres deal with the processing of the Business Post consignments. Business Post centres can also be set up at the premises of the customers, specially at Bank Head quarters or company Headquarters where the business volumes are very large. Under Business Post, the amount payable for Business Post services is received in advance.
Range of services:
Business Post has enormous business potential as it can provide a range of services to the SMEs and large corporate, who are in need of communication and distribution services.
	Service
	Details

	Mail Room services
	Home collection

	 
	Insertion

	 
	Sealing

	 
	Addressing

	 
	Franking  

	 
	Documentation and special despatch

	Special delivery services
	Special delivery

	 
	Other value additions as per customer’s requirements of the customer


Business Post rates:
For providing the Mail room services, the rates are as follows and this will be in addition to the postage rates.

	Service
	Business Post rates (in INR) effective 14-12-2009

	 
	Un-Registered
	Registered

	Collection from premises
	0.20
	0.30

	Franking
	0.20
	0.40

	Addressing
	0.30
	0.30

	Sealing
	0.10
	0.10

	Inserting (per insertion)
	0.10
	0.20

	Special handling charges
	0.10
	0.50


Express Parcel Post - Product Information
Salient features
Fast and reliable delivery of parcels: Express Parcel Post is an ideal service for sending the parcels upto 35 kg within India. It’s fast and reliable!
Door-to-door service: provides convenience to the customers. Pick-up from customer’s premises and delivery to consignee for parcels upto 35 kg are provided free of cost.
Value for money: Express Parcel Post is all about value for money. It costs just INR 25 within the city for 2 kg parcels and INR 40 for towns within 500 km. The tariff is based on weight slab and distance. The first weight slab is 2 kg and the subsequent weight slab 1 kg. We have five distance slabs: Local, upto 500 km, 501- 1000 km, 1001 – 2000 km and above 2000 km
Money Back Guarantee: In case of loss or damage of the parcel, compensation is paid upto a maximum of INR 500.
Unique identification number: Each consignment is given a unique barcode number for identification starting with XP. It enables us to track the consignments easily at every stage from booking till delivery.
Business Parcels: Express Parcel Post is all about providing total distribution solutions to the customers This is a contractual service based on business agreement between the Department of Posts and the customer. As one of the leading players for delivery solutions in India, Express Parcel Post helps the businesses by providing on-time and value-for money services.
Retail Parcels:  Express Parcel Post services are also available for the retail customers at Retail Parcel rates. The express parcels can be booked at any of the Speed Post booking centres across the country. When you want to send your parcels or gifts to your friends or relatives, Express Parcel Post Retail provides ideal solution. It’s fast! It’s reliable!
Vast network: Express Parcel Post consignments can be sent to all Express Post Centres in the country, thus providing a very vast network, spanning major towns.
Optional Services at additional cost:
VPP service (Cash On Delivery): Customers can avail VPP service along with Express Parcel Post on payment of VPP charges. Cash will be collected on delivery and will be paid back to the consignor.
Insurance facilities: Valuable consignments can be insured on payment of insurance charges.

Proof of Delivery: Customers can also get Proof of Delivery along with the signature of the consignee, on payment of INR 10 as POD charges.
Payment options for customers :

Cash: Customers can pay the amount by cash at the time of booking.

Stamps and franks: Customers can also use stamps or franks for payment.

Deposit account: Based on the monthly booking, customers can deposit the required amount under Express Account and the bill will be debited to the account. At the end of the month (or as soon as the deposit amount comes near zero) , the monthly invoice will be sent to the customer.

Credit: Credit facilities are provided under Book Now Pay Later Scheme, under specific terms and conditions for Business Parcels.

Rate structure for Business Parcel:
	Category
	Rate upto 2kg

INR
	For every additional KG        3kg to 10 kg

INR
	For every additional KG beyond 10 kg

INR

	Local
	25
	3
	2

	Upto 500 km
	40
	5
	4

	501 – 1000 km
	50
	10
	8

	1001-2000 km
	60
	20
	15

	Above 2000 km
	80
	25
	20


Plus services tax and education cess as applicable
Maximum weight limit 35 kg

Distance between stations will be calculated as per the Railway Time Table

Local refers to the localities served by all Town Delivery offices within the city

Rate structure for Retail Parcel:
For Retail Parcels, the rate structure will be as follows:-
	Distance Category
	      Rate upto 2 Kg.

INR
	                                          For every additional KG

INR

	Local
	35
	5

	Upto 500 Kms
	50
	8

	501-1000 Kms
	60
	12

	1001-2000 Kms
	70
	25

	Above 2000 Kms
	90
	35


Plus services tax and education cess as applicable

MEDIA POST
India Post offers an unique   media concept to help the Indian corporate and the Government organizations reach 
Potential customers through Media Post.  Creative, cost-effective and personalized, it is over packed.  Absolutely   no other media can match   the sheer expanse of India   Post in terms of volume and reach.  
Media Post  -  an  innovative & effective vehicle for Brand  and  Marketing  managers    to communicate their corporate messages across the nation.    
 
Now, your brand could take the fast track and reach the masses at a low cost with Media Post.

Extensive Reach
India Post delivers 1,575 crore mails every year linking every nook and corner of the country through a network of 1,54,149 post offices and 5,64,701 Letter Boxes. You can use the following for your branding exercise.

· Advertisement on postcards, letters, aerogrammes, postal stationary etc.

· Space sponsorship options on letter boxes. 

Volume
India Post handles more than 3000 million pieces of unregistered mail every year, reaching out to million of households in the country and the world. Every time a person sends or receives a postcard, an inland letter or an envelope, he gets to see your logo or your message. The Aerogramme even gives you the opportunity to make a global impact.
Language no Barrier
Postcards, Inland Letters and Money Order Forms can carry your message in any Indian language or in English. Aerogramme will carry your message in English only.

Colours of Your Choice

On Aerogramme and Postcards, the printing can be done in four colors of your choice.

GREETING POST
Innovative Product
Welcome to the world of Greeting Post ,a new range of delightful greeting cards, brought to you by India Post. These cards come ready with pre-paid postage envelopes thereby eliminating the need to affix stamps: a unique concept for the first time in India. What’s more fascinating, the postage stamps are an exact replica of the cards inside.

Advantage Greeting Post
And it’s not only convenience that these cards offer, but a lot more. Through Greeting Post you can express yourself perfectly on every occasion, festival or event. Few would miss the warmth reflected in their beautiful designs and pleasing colours Which undoubtedly makes them an absolute joy to receive.

Where you can Get
The cards are being sold through the private distributors of the Greeting Cards and the stationary shops. The Cards and the envelopes with the embossed stamp will be sold together. Greeting cards are available at all major Post Offices.
Features
Greeting Post is yet another innovative product of India Post comprises of a card with envelop with pre-printed postage stamp upon the envelope. The envelope contains multi coloured embossed stamp (which is a miniature replica of the design that appears upon the card) of 5 cm x 4 cm x 3 cm of the denomination of INR 5/- written on the stamp . Thus you need not affix postage stamps on the envelope thus saving your time of going to post offices and standing in the quepue. The Greeting Card also has in built a round stamp in gray blue on the back of the card precisely on the flap. All the rules and regulations for the postage dues will be applicable to the Greeting Post. As per the current rules, INR 5/- postage entitles the sender to send the article to any part of the country up to 20 grams. The same rule will be applicable for the Greeting Post also.

Dimension and Types
	 We have two types of varying Size.

	 Small size card
	 10.5 cm x 16.5 cm

	 Large size card
	 12 cm x 18.5 cm

	 There are 56 designs available right now.


Pricing
	 Small size card
	 INR 14/- per card inclusive of INR 5/- postage.

	 Large size card
	 INR 17/- per card inclusive of INR 5/- postage.


Logistics Post - B2B Express Distribution

If you are a corporate customer looking for logistics solutions, Logistics Post services will provide you cost-effective and efficient distribution across the country.

Logistics Post manages the entire distribution side of the logistics infrastructure from collection to distribution, from storage to carriage,from order preparation to order fulfillment at the lowest possible price.
Welcome to Logistics Post, your reliable partner in express distribution
Distribution solutions: With a high growth Indian economy in India, transport and logistics take on a new dimension in any business. Logistics Post can cater to any demand for moving goods, parcels and consignments in terms of delivery deadline and quality of service. Further, it offers the possibility of monitoring the delivery progress at all times. Whether you want to distribute your computers across the nation or to send your auto parts to the distributors, Logistics Post provides you a tailor-made solution.
FTL and LTS services: Under this service, customers can send their consignments either in full truck load (FTL) or Less than a Truck Load (LTL) , one parcel or multi-parcels, based on their requirements. It is flexible and convenient. Logistics Post uses a special network for carrying and delivering packages and consignments across the nation. It moves the shipments by road, rail and air and ensures safe and timely delivery.
Logistics Post Centres: We have established Logistics Post Centres across the country to take your consignments. Just get in touch with any of the Logistics Post Centres.
Distance and weight-based tariff: The tariff is based on weight, volume and distance. The weight slab is 50 kg. For each consignment, a docket fee of INR100 is payable in addition to other charges based on weight, volume and distance.
Multi-modal transport: Based on the specific requirements of the customers, the consignments are sent by road, rail or air. India Post has a fleet of exclusive aircraft to carry Logistics Post air consignments. Further, we have a fleet of vehicles to transport the consignments by road.
Warehousing services: To make logistics operations cost effective and efficient, Logistics Post provides warehousing options (storage of goods before dispatch/ delivery) to the customers, on payment of warehousing charges. This enables you to bring your products closer to your customers. Let us know your requirements and we shall provide you the warehousing solutions.
Order processing & fulfillment services: Along with warehousing services, we provide you an order processing and order management solution that takes a "whole of business" approach. Logistics Post will make the entire Logistics operations smooth by providing ‘pick and pack’ facilities based on specific requirements of the customers. Each consignment will be packed with the specific goods, as desired by the customer.
Return Logistics: Businesses requiring ‘Return services’ will find Logistics Post the ideal solution. Just sign a business agreement with us for ‘Reverse logistics’ and we shall make the required arrangements.
Agents required: We are also looking for outsourced agents for Logistics Post services, who will collect and book the consignments as agents, on commission basis.
For further details, please contact Logistics Post Centre or the CPMG in your Postal Circle
	City
	Contact Phone
	City
	Contact Phone

	Delhi
	09873420084
	Bangalore
	09449006735

	Mumbai
	09769935711
	Hyderabad
	09441242727

	Chennai
	09840164885
	Ahmedabad
	09825875502

	Kolkata
	09836120501
	Pune
	09881865864


India Post is planning to start Logistics Service for Bhutan in association with Bhutan Post, those who are interested to send bulk material irrespective of weight and volume may kindly send their details on agm.bdd@gmail.com or they may contact on telephone no. 91-11-2309 6110.

INSURANCE
Articles may be insured at all post offices. Insurance covers all risks in course of transmission by post. The prepayment   of   all   charges   on   insured   articles   namely   postage, registration   and   insurance fee is compulsory.  Postage stamps affixed to an insured article must be placed   apart from   one another so that they may not serve to conceal injuries to the cover of the letter or parcel.
	What article can be insured?
	Limit up to which You can Insure

	Registered letters,

Value Payable Registered Letters,

Registered Parcels,

Value-Payable Registered Parcels,
	up to the value of INR 600 at  branch post offices,

up to the value of INR 1,00,000 in other post offices

Insured value  shall not  exceed the real value of the contents of the article insured.

The  articles containing gold, coin or bullion government currency notes or bank notes or any combination of these shall be insured for the actual value of the contents.


Cases in which Insurance is compulsory
Insurance is also compulsory for at least the amount specified for recovery from the addressee in the case of all value payable articles on which the amount specified for recovery exceeds INR 100. (other than value payable letters containing Railway receipt, bills invoices, documents etc of no intrinsic value and value payable packets containing printed papers, books etc sent under book packet rates.) 

Coin, bullion, platinum, precious stones, jewellery, government currency notes or bank notes and articles of gold or silver may be sent by post only in insured letters, insured parcels.

Packing Size and other conditions
Every letter tendered for insurance must be enclosed in a strong cover which must be securely fastened and sealed by means of identical seals in fine wax reproducing a private mark and affixed in sufficient number so that it cannot be opened without either breaking the seal or leaving obvious traces of violation.
No label of any kind should be affixed by the sender to such a cover but cut out labels the maximum size  of which is 1-1/2-2x3” (3.8 cb x 7.6cb.) with frank impressions as postage stamps on the cover of an insured articles may be accepted.
An envelope with black or coloured border or a transparent panel must not be used.
The seals must be placed over each flap or seam of the cover and if the cover is tied round with string or tape a seal must be placed on the ends where they are tied.
As an additional precaution (if the contents admit of it) a thread should be passed through the cover and its contents and tied the knot being placed under the Central seal.
If a parcel contains gold or silver bullion or coins it must be packed in a strong case of wood or metal with an outer covering of cloth or stout paper.
All the seals affixed to an insured article must be of the same kind of wax and must bear distinct impressions of the same private device.  The device must not be that of a current coin or merely a serried of straight curved, or crossed lines.
NOTE:-  It is recommended that registration envelopes (sold at all post offices) be used for insured letters.

It should not be so small or so covered with writing or sealing wax on the address side, or otherwise made up in such a manner, as to render it impracticable to affix to the article the prescribed official labels of the Post Office.

Insurance Procedure
An article intended for insurance must be presented at the window of the Post Office.

Write  clearly  in words and figures, the insurance value without erasure or correction, on the top of the address side of the cover. 

The name and address of the sender must also be written on the cover in the lower left-hand corner, or on a separate slip of paper, to be presented with the article should there be no room for his name and address on the cover.

A receipt will be given to the person who presents an article for insurance at the post office window during the hours prescribed for posting insured articles.  

Any error or mistakes should be pointed out at once by the sender otherwise the Post Office will not be liable for any damages or compensation.

The sender of the insured article is entitled to obtain free of charge an acknowledgement of its delivery signed by the addressee or his authorized agent. The sender may himself fill up the form of acknowledgement to be signed by the addressee and is recommended to do so.

Responsibility of the Post Office
Compensation will be payable one month after the date on which intimation of loss is given  by the sender to the Post Office, except in cases in which the Head of the Circle may consider that the circumstances demand the withholding of payment pending enquiry.

In the event of  the loss of the postal article, or any of its contents, or for any damage caused to it in course of transmission by post the compensation will be paid to the sender and the  compensation in no case exceeds the value of the article or any of its contents lost or the amount of the damage caused.

In the case of loss, the sender furnishes full particulars of the contents of the postal article and their values.   

No compensation will be payable

Where there has been mis-delivery arising out of incorrectness or incompleteness of the address written by the sender.

Where there has been fraud on the part of the sender or addressee,

Where the insured article has been delivered to the addressee, and he has signed and returned the receipt therefore, 

Where the sender has not given intimation of the loss within three months from the date of posting, 
Where the loss or damage was due to improper or insecure packing,
Where there is no visible  damage to the cover or seals it being understood that the sender must so pack the letter or parcel that its contents cannot be touched without visible damage as aforesaid being caused, Where the insured article contains Government currency notes, bank notes, gold coin or bullion or any combination of these, and has not been insured for the actual value of the contents,
In the case of the loss of halves of currency notes,
In the case of damage arising from the nature of the article insured or
Where the insured article contained anything the transmission of which by post is prohibited.
If after compensation has been paid for the loss of a postal article or any portion of its contents, the contents or any portion thereof are subsequently recovered, the recovered contents will be dealt with as follows namely
If the value of the recovered contents added to the amount of compensation paid is not in excess of the amount of loss, the recovered contents will be restored to the sender.
If the value of the recovered contents added to the amount of compensation paid is in excess of the amount of the loss, the Post Office will be entitled either to restore the recovered contents to the sender on his repaying the amount of such excess or to retain and dispose of so much of the recovered contents as may be held by the Head of the Circle to represent such excess and restore the rest of the recovered contents, if any, to the sender.

MAIL PRODUCTS
Letter: The communication is enclosed in an envelope and addressed.
Maximum weight
2 Kilograms

Size Prescribed



     Minimum




Maximum

If the letter is in roll form

Any Single diameter



           10 cm


                           80 cm

Length + twice the diameter

    
           17 cm




 100 cm

If the letter is not in roll form

Any Single dimension



     11 x 7 cm


 
              60 cm

Length + twice the diameter







              90 cm


Inland Letter Card: Communication is contained on a sheet of paper with prescribed size & folding. Inland letter card is used for transmission within India only.
Maximum weight
5 Grams

Size Prescribed




Minimum  



   Maximum

The dimensions of the letter card including its flaps when unfolded or folded shall respectively be as follows:
Unfolded





Maximum




30 cm x 21 cm


Minimum




28.2 cm x 18.2 cm
Flap

Letter Card will have three flaps, one each one on the left and right side not exceeding 1.5 cm by 10 cm and another on the top side not exceeding 1.5 cm by 21 cm. Flaps are not required if the Inland Letter Card can be closed by any other effective process.
 





            Folded






Maximum

                                            21 cm x 10 cm

Minimum 




     15.2 cm x 9 cm

Inland letter card shall be paper of minimum
   
70 GSM

Letter Cards of private manufacture suitably folded and closed on all sides through gumming or any other effective process, may be conveyed by post, provided the dimensions and other conditions mentioned in this rule are complied with.
Post Card: Open communication on a card of prescribed size. Available in two varieties: Single & reply post card. Post cards are for transmission within India only. Dimensions 14 cm × 9 cm (length and breadth). Privately manufactured post cards shall not be thinner or more flexible than an embossed post card, and will have the same size and thickness of embossed post card. There are other varieties of Post cards also such as.
Printed Post Card
Post cards containing communication recorded by printing, cyclostyling or by any other mechanical process are classified as 'Printed Post Cards'. Printed matter includes printed pictures also.
Meghdoot Post Card
The portion next to the address is available for advertisement in four colours.
Book Packet
Maximum weight

5 Kilograms

Size Prescribed       



        Minimum



Maximum

In roll form length




10 cm




80 cm

Total Length + 2 diameters



17 cm




100 cm

Other than roll form



10 cm x 7 cm


60 cm x 30 cm x 30 cm

Note: Book Packet when sent in card form whether folded or not, shall be neither thinner nor more flexible than Inland Post Cards.

Prohibitions:
· There shall be no personal communication enclosed or written up on a book packet

· It shall not contain any paper money, postage or other stamps, cheques etc Exception:

It may contain stamped self addressed post card or letter or wrapper
Book Packet containing Printed Books:
Specifications are same as for book packet.
It shall not contain any publication published in regular intervals. No advertisements permitted.
Book Packet containing periodicals:
Specifications are same as for book packets Conditions:
The contents shall be periodicals registered with the 'Registrar of Newspapers in India'. The first or last page of the periodical shall have the superscription "Registered with the Registrar of Newspapers in India under serial No.........." printed on it.
Registered News paper:
A News paper is a publication consisting wholly or in great part of political or other news, with or without advertisement. It is published in large numbers at intervals of not more than 31 days.

It should have a bonafide list of subscribers.
If such news paper is registered in the office of the Superintendent or Senior Superintendent of Post offices of the area where News paper is to be published, it will be treated as 'Registered News paper' for concessional rates of postage. There is no fee for registration.
The registration number allotted to the paper should be printed on the top of the front page of the News paper preceded by the word 'Registered".
Blind Literature Packet:
India Post allows free transmission of blind literature packets up to 7 kilograms. Papers of any kind, periodicals and books impressed in "Braille" or other special type for the use of blind are allowed to be transmitted by post as Blind literature packets.
Size and packing is same as for book packets.
Conditions:
It must be sent by or to a blind person. No written or printed communication should be enclosed except:

· the title and table of contents

· the key or instructions

· a label for return of the packet

Pattern and Sample Packet:
It may contain bona fide trade patterns or samples of merchandise not having any saleable value together with or without any matter which may be sent as a book packet.

Specifications same as in the case of book packets.

Maximum weight 2 kilograms.

Parcel:
Anything can be sent in a parcel excepting articles whose transmission is prohibited. It can contain single communication to the addressee of the parcel. If the parcel is suspected to contain other than the permitted communication, it will be opened in the presence of the addressee or his authorized agent, and each written communication will be charged on delivery with double the letter postage. If the addressee refuses to pay the charges, the parcel will be returned to the sender from whom the charge will not be recovered.

Size





Minimum



Maximum

Length





as per letter



100 cm

Length + Girth combined


as per letter



180 cm

(100×30×10)

 

 Maximum weight: unregistered parcel: 4 kgs, registered parcel 20 kgs


Registration:
The postal article that is registered is given identification and is recorded at every stage of handling. Letters, letter cards, Book and Pattern Packets, Parcels, Newspapers prepaid with postage may be registered at any post office for transmission at any post office. The registered postal article is delivered specifically to the addressee.

Value Payable Letters and Parcels:
The VPL or VPP is paid for at the time of receipt.
Registered parcels, letters, book packets and newspapers may be sent as VPL/VPP. An article which has no intrinsic value can also be sent as value payable article.

Insurance:
Insurance covers all risks during the course of transmission by post. The following types of articles can be insured:
· Registered letters

· Value Payable Letters

· Registered Parcels

· Value Payable Parcels

Limits

· Branch offices are allowed to book up to the value of INR 600

· Other offices can book up to the value of INR 100000

· Insured value should not exceed the value of the articles insured

· When articles having intrinsic value such as gold and currency notes are sent they should be insured for the actual value of the contents

The article to be enclosed in a strong cover sealed by means of identical seals, so that it cannot be tampered without breaking the seals or in a special water tear resistant and tamper evident special cover.

FINANCIAL SERVICES
The Financial service offered by Post office includes Savings and Postal Life Insurance (PLI) / Rural Postal Life Insurance (RPLI). The Post Office small savings scheme provides a secure, risk free and attractive investment option for the small investors and offers the savings products across its 155000 Post offices.
The Post Office savings bank is the oldest and by far the largest banking system in the country, serving the investment need of both urban and rural clientele. These services are offered as an agency service for the Ministry of Finance, Government of India. Several products on offer serve various investment requirements of the customers.
· Savings Bank account (SB): Serves the need of regular deposits and withdrawals. Cheque facility is also available.
· Recurring Deposit account (RD): Offers a monthly investment option with a handsome return at the end of five years with option to extend the account period. Insurance cover facility is also available with some conditions.
· Monthly Income Scheme (MIS): offers a fixed investment option for five years with monthly interest payment facility. The facility of automatic credit of interest to SB account available.
· Public Provident Fund (PPF): Offers intermittent deposits subject to certain limits for a 15 year period coupled with income tax exemptions subject to certain conditions, on the investment. Loan and withdrawal facilities also available.
· Time Deposit (TD): Fixed deposit option for periods ranging from one, two, three to five years with facility to draw yearly interest offered at compounded rates. Automatic credit facility of interest to SB account.
· Senior Citizens Savings Scheme (SCSS): Offers fixed investment option for senior citizens for a period of five years, which can be extended, at a higher rate of interest that are paid in quarterly installments.
· National savings certificates (NSC) (VIII) issue: with a fixed investment for 5 years on certificates of varied denominations. Pledging facility available for availing loan from Banks.
· National Savings certificates (IX) issue: Fixed investment tenure of 10 years.

Post Office also offers Insurance product through Postal Life Insurance (PLI) and Rural Postal Life Insurance (RPLI) schemes with low premium and high bonus.

Postal Life Insurance (PLI)
Eligibility: All Government servants and employees of Government aided institutions with certain conditions.

· Whole Life Assurance (Suraksha)

· Endowment Assurance (Santhosh)

· Convertible Whole Life Assurance (Suvidha)

· Joint Life Insurance (Yugalasuraksha)

· Anticipated Endowment Assurance (Sumangala)

· Children’s Policy

Rural Postal Life Insurance (RPLI)
Eligibility: For people residing in rural areas.

· Whole Life Insurance (Grama Suraksha)

· Endowment Assurance (Grama Santhosh)

· Convertible Whole Life (Grama Suvidha)

· Anticipated Endowment (Grama Sumangala)

· 10 year Rural PLI (Grama Priya)

· Children Policy

Besides its own products, Department of Post also provide new pension scheme to the citizens of the country.

RETAIL SERVICES
Through its vast network of Post Offices across the country, India Post offers the facility to collect consumer bills for service industries like telephone / electricity / mobile phone users etc for Government and private organizations through Retail Post. Post Offices also sell forms for public bodies across counter of Post Office. Besides this, facility of reservation of Railway Tickets through computerized passenger reservation system terminals has been commenced from 7.10.2007 in selected Post Offices. Retail Post leverages the vast network of Post Offices for sale of products across the counter on behalf of other organizations. It projects India Post as a 'One Stop Solution Provider' for various utility services and it is in a position to offer the retail services to the customers of any agency. Some of the agency services that Retail Post offers are as follows:

· Telephone revenue collection

· e-Ticketing for Road Transport Corporations and Airlines

· Sale of UPSC forms, University applications, etc

· Sale of Passport application forms

· Sale of Gold Coins, Forex Services

· Sale of SIM and recharge coupons

· Sale of India Telephone cards

· e-Ticketing of Railway tickets

The Heads of Circles have also been empowered to provide various area specific business packages under Retail Post in their Circles.

TRACK CONSIGNMENTS
India Post Online Tracking facility
India Post’s online tracking allows you to access tracking information and confirm the delivery of your item by using the tracking number assigned to you at the time of Booking. You can find the tracking number on the Postal receipt handed over to you at the Post office Counter at the time of booking.
What can be Tracked
· Speed post (Domestic EMS)

· International EMS

· Electronic Money Order (eMO)

· Registered Mail

· Express Parcel

· Electronic Value Payable Parcel (eVPP)

How it works
The tracking system is updated periodically to provide you with the most current information available about the location and status of your item. You'll be able to find out the following:

· When your item was booked

· When your item was dispatched and received at various locations during its Journey

· When your item was delivered, or:

· When a Delivery Intimation Notice was issued to notify the recipient that the item is available for delivery

How Can I Track?
1. Enter the Postal Article Number In the Tracking Number(s) box, 
2. Select the Go button to view your results.
Tracking Number Formats
	Category
	Format
	No. of digits

	Speed Post (EMS) Domestic
	EE123456789IN
	13

	International EMS Artilces to be delivered in India
	EE123456789XX
	13

	Electronic Money Order (eMO)
	000000000000000000
	18

	Registered Mail
	RX123456789IN
	13

	Express Parcel Post
	XX000000000XX
	13


Common Concerns
What if my tracking information is unavailable?
If you receive a message telling you that your tracking information is unavailable, it doesn't mean that your item hasn't been mailed.
· There may be a delay between scanning events and the availability of tracking information related to those scanning events.

· Depending on how recently your item was mailed, tracking information may not be immediately available (this is most likely to occur in rural locations, or when information is provided by foreign postal administrations).

SMS status reporting for Speed Post & eMO
	We are happy to launch SMS tracking facility as an initiative to provide better service to our customers. Initially, the service is available for Speed Post and eMO (electronic money order). 

	The steps involved:

	1) You need to send SMS to 55352 in the following format:

	 
	For Speed Post:

	     
	 
	SP<space>Speed Post number
                    OR
EMS<space>Speed Post number

	 
	For eMO:

	 
	 
	MO<space>eMO PNR No
                OR
EMO<space>eMO PNR No

	2) 'IN' at the end of Speed Post number need not be given. Eg. if the Speed Post number is EE123456789in; you need to send the message as: SP EE123456789 
The service is not case sensitive - you may use capitals or lower case or a mix of both.  

	3) The data will be retained upto 3 months from the date of booking for the purpose of SMS tracking.

	4) The service is available across all service providers in the country. Rates charged by the service provider are applicable.


(NOT COVERED IN THE SYLLABUS)

(Self Reading)

MEGA EXEMPTIONS 
Notification No. 25/2012-ST, dated 20-6-2012
In exercise of the powers conferred by sub-section (1) of section 93 of the Finance Act, 1994 (32 of 1994) (hereinafter referred to as the said Act) and in supersession of notification number 12/2012- Service Tax, dated the 17th March, 2012, published in the Gazette of India, Extraordinary, Part II, Section 3, Sub-section (i) vide number G.S.R. 210 (E), dated the 17th March, 2012, the Central Government, being satisfied that it is necessary in the public interest so to do, hereby exempts the following taxable services from the whole of the service tax leviable thereon under section 66B of the said Act, namely:— 

 1.  Services provided to the United Nations or a specified international organization;

 2.  Health care services by a clinical establishment, an authorised medical practitioner or para-medics;

 3.  Services by a veterinary clinic in relation to health care of animals or birds;

 4.  Services by an entity registered under section 12AA of the Income tax Act, 1961 (43 of 1961) by way of charitable activities; 

 5.  Services by a person by way of —

 (a)  renting of precincts of a religious place meant for general public; or

 (b)  conduct of any religious ceremony;

 6.  Services provided by —

(a)  an arbitral tribunal to -

 (i)  any person other than a business entity; or

(ii)  a business entity with a turnover up to rupees ten lakh in the preceding financial year;

(b)  an individual as an advocate or a partnership firm of advocates by way of legal services to,-

 (i)  an advocate or partnership firm of advocates providing legal services ; 

(ii)  any person other than a business entity; or

(iii)  a business entity with a turnover up to rupees ten lakh in the preceding financial year; or

(c)  a person represented on an arbitral tribunal to an arbitral tribunal;

 7.  Services by way of technical testing or analysis of newly developed drugs, including vaccines and herbal remedies, on human participants by a clinical research organisation approved to conduct clinical trials by the Drug Controller General of India;

 8.  Services by way of training or coaching in recreational activities relating to arts, culture or sports;

 9.  Services provided to or by an educational institution in respect of education exempted from service tax, by way of,-

(a)  auxiliary educational services; or 

(b)  renting of immovable property;

10.  Services provided to a recognised sports body by-

(a)  an individual as a player, referee, umpire, coach or team manager for participation in a sporting event organized by a recognized sports body; 

(b)  another recognised sports body;

11.  Services by way of sponsorship of sporting events organised,-

(a)  by a national sports federation, or its affiliated federations, where the participating teams or individuals represent any district, state or zone; 

(b)  by Association of Indian Universities, Inter-University Sports Board, School Games Federation of India, All India Sports Council for the Deaf, Paralympic Committee of India or Special Olympics Bharat; 

 (c)  by Central Civil Services Cultural and Sports Board; 

 (d)  as part of national games, by Indian Olympic Association; or

 (e)  under Panchayat Yuva Kreeda Aur Khel Abhiyaan (PYKKA) Scheme;

12. Services provided to the Government, a local authority or a governmental authority by way of construction, erection, commissioning, installation, completion, fitting out, repair, maintenance, renovation, or alteration of -

(a)  a civil structure or any other original works meant predominantly for use other than for commerce, industry, or any other business or profession;

(b)  a historical monument, archaeological site or remains of national importance, archaeological excavation, or antiquity specified under the Ancient Monuments and Archaeological Sites and Remains Act, 1958 (24 of 1958);

(c)  a structure meant predominantly for use as (i) an educational, (ii) a clinical, or (iii) an art or cultural establishment; 

(d)  canal, dam or other irrigation works; 

(e)  pipeline, conduit or plant for (i) water supply (ii) water treatment, or (iii) sewerage treatment or disposal; or

(f)  a residential complex predominantly meant for self-use or the use of their employees or other persons specified in the Explanation 1 to clause 44 of section 65 B of the said Act;

13.  Services provided by way of construction, erection, commissioning, installation, completion, fitting out, repair, maintenance, renovation, or alteration of,-

(a)  a road, bridge, tunnel, or terminal for road transportation for use by general public; 

(b)  a civil structure or any other original works pertaining to a scheme under Jawaharlal Nehru National Urban Renewal Mission or Rajiv Awaas Yojana;

(c)  a building owned by an entity registered under section 12 AA of the Income tax Act, 1961(43 of 1961) and meant predominantly for religious use by general public;

(d)  a pollution control or effluent treatment plant, except located as a part of a factory; or a structure meant for funeral, burial or cremation of deceased;

14.  Services by way of construction, erection, commissioning, or installation of original works pertaining to,-

(a)  an airport, port or railways, including monorail or metro;

(b)  a single residential unit otherwise than as a part of a residential complex;

(c)  low- cost houses up to a carpet area of 60 square metres per house in a housing project approved by competent authority empowered under the 'Scheme of Affordable Housing in Partnership' framed by the Ministry of Housing and Urban Poverty Alleviation, Government of India; 

(d)  post-harvest storage infrastructure for agricultural produce including a cold storages for such purposes; or

(e)  mechanised food grain handling system, machinery or equipment for units processing agricultural produce as food stuff excluding alcoholic beverages;

15.  Temporary transfer or permitting the use or enjoyment of a copyright covered under clauses (a) or (b) of sub-section (1) of section 13 of the Indian Copyright Act, 1957 (14 of 1957), relating to original literary, dramatic, musical, artistic works or cinematograph films;

16.  Services by a performing artist in folk or classical art forms of (i) music, or (ii) dance, or (iii) theatre, excluding services provided by such artist as a brand ambassador;

17.  Services by way of collecting or providing news by an independent journalist, Press Trust of India or United News of India;

18.  Services by way of renting of a hotel, inn, guest house, club, campsite or other commercial places meant for residential or lodging purposes, having declared tariff of a unit of accommodation below rupees one thousand per day or equivalent;

19.  Services provided in relation to serving of food or beverages by a restaurant, eating joint or a mess, other than those having (i) the facility of air-conditioning or central air-heating in any part of the establishment, at any time during the year, and (ii) a licence to serve alcoholic beverages;

20.  Services by way of transportation by rail or a vessel from one place in India to another of the following goods -

(a)  petroleum and petroleum products falling under Chapter heading 2710 and 2711 of the First Schedule to the Central Excise Tariff Act, 1985 (5 of 1986);

(b)  relief materials meant for victims of natural or man-made disasters, calamities, accidents or mishap;

(c)  defence or military equipments;

(d)  postal mail or mail bags; 

(e)  household effects;

(f)  newspaper or magazines registered with the Registrar of Newspapers; 

(g)  railway equipments or materials; 

(h)  agricultural produce;

(i)  foodstuff including flours, tea, coffee, jaggery, sugar, milk products, salt and edible oil, excluding alcoholic beverages; or 

(j)  chemical fertilizer and oilcakes; 

21. Services provided by a goods transport agency by way of transportation of -

(a)  fruits, vegetables, eggs, milk, food grains or pulses in a goods carriage;

(b)  goods where gross amount charged for the transportation of goods on a consignment transported in a single goods carriage does not exceed one thousand five hundred rupees; or

(c)  goods, where gross amount charged for transportation of all such goods for a single consignee in the goods carriage does not exceed rupees seven hundred fifty;

22. Services by way of giving on hire -

(a)  to a state transport undertaking, a motor vehicle meant to carry more than twelve passengers; or

(b)  to a goods transport agency, a means of transportation of goods;

23. Transport of passengers, with or without accompanied belongings, by -

(a)  air, embarking from or terminating in an airport located in the state of Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, or Tripura or at Bagdogra located in West Bengal; 

(b)  a contract carriage for the transportation of passengers, excluding tourism, conducted tour, charter or hire; or

(c)  ropeway, cable car or aerial tramway;

24. Services by way of vehicle parking to general public excluding leasing of space to an entity for providing such parking facility;

25. Services provided to Government, a local authority or a governmental authority by way of -

(a)  carrying out any activity in relation to any function ordinarily entrusted to a municipality in relation to water supply, public health, sanitation conservancy, solid waste management or slum improvement and upgradation; or

(b)  repair or maintenance of a vessel or an aircraft;

26. Services of general insurance business provided under following schemes -

(a)  Hut Insurance Scheme;

(b)  Cattle Insurance under Swarnajaynti Gram Swarozgar Yojna (earlier known as Integrated Rural Development Programme);

(c)  Scheme for Insurance of Tribals;

(d)  Janata Personal Accident Policy and Gramin Accident Policy; 

(e)  Group Personal Accident Policy for Self-Employed Women;

(f)  Agricultural Pumpset and Failed Well Insurance;

(g)  premia collected on export credit insurance;

(h)  Weather Based Crop Insurance Scheme or the Modified National Agricultural Insurance Scheme, approved by the Government of India and implemented by the Ministry of Agriculture;

(i)  Jan Arogya Bima Policy;

(j)  National Agricultural Insurance Scheme (Rashtriya Krishi Bima Yojana); 

(k)  Pilot Scheme on Seed Crop Insurance;

(l)  Central Sector Scheme on Cattle Insurance;

(m)  Universal Health Insurance Scheme;

(n)  Rashtriya Swasthya Bima Yojana; or

(o)  Coconut Palm Insurance Scheme; 

26A. Service of life insurance business provided under following schemes - 

(a)  Janashree Bima Yojana (JBY); or

(b)  Aam Aadmi Bima Yojana (JBY);

27. Services provided by an incubatee up to a total turnover of fifty lakh rupees in a financial year subject to the following conditions, namely:- 

(a)  the total turnover had not exceeded fifty lakh rupees during the preceding financial year; and

(b)  a period of three years has not been elapsed from the date of entering into an agreement as an incubatee;

28. Service by an unincorporated body or a non- profit entity registered under any law for the time being in force, to its own members by way of reimbursement of charges or share of contribution - 

(a)  as a trade union;

(b)  for the provision of carrying out any activity which is exempt from the levy of service tax; or

(c)  up to an amount of five thousand rupees per month per member for sourcing of goods or services from a third person for the common use of its members in a housing society or a residential complex;

29. Services by the following persons in respective capacities -

(a)  sub-broker or an authorised person to a stock broker; 

(b)  authorised person to a member of a commodity exchange;

(c)  mutual fund agent to a mutual fund or asset management company;

(d)  distributor to a mutual fund or asset management company;

(e)  selling or marketing agent of lottery tickets to a distributer or a selling agent; 

(f)  selling agent or a distributer of SIM cards or recharge coupon vouchers; 

(g)  business facilitator or a business correspondent to a banking company or an insurance company, in a rural area; or

(h)  sub-contractor providing services by way of works contract to another contractor providing works contract services which are exempt;

30. Carrying out an intermediate production process as job work in relation to -

(a)  agriculture, printing or textile processing; 

(b)  cut and polished diamonds and gemstones; or plain and studded jewellery of gold and other precious metals, falling under Chapter 71 of the Central Excise Tariff Act ,1985 (5 of 1986);

(c)  any goods on which appropriate duty is payable by the principal manufacturer; or

(d)  processes of electroplating, zinc plating, anodizing, heat treatment, powder coating, painting including spray painting or auto black, during the course of manufacture of parts of cycles or sewing machines upto an aggregate value of taxable service of the specified processes of one hundred and fifty lakh rupees in a financial year subject to the condition that such aggregate value had not exceeded one hundred and fifty lakh rupees during the preceding financial year;

31. Services by an organiser to any person in respect of a business exhibition held outside India; 

32. Services by way of making telephone calls from -

(a)  departmentally run public telephone; 

(b)  guaranteed public telephone operating only for local calls; or

(c)  free telephone at airport and hospital where no bills are being issued; 

33. Services by way of slaughtering of 1[***] animals;

34. Services received from a provider of service located in a non- taxable territory by -

(a)  Government, a local authority, a governmental authority or an individual in relation to any purpose other than commerce, industry or any other business or profession; 

(b)  an entity registered under section 12AA of the Income tax Act, 1961 (43 of 1961) for the purposes of providing charitable activities; or

(c)  a person located in a non-taxable territory;

35. Services of public libraries by way of lending of books, publications or any other knowledge- enhancing content or material;

36. Services by Employees' State Insurance Corporation to persons governed under the Employees' Insurance Act, 1948 (34 of 1948);

37. Services by way of transfer of a going concern, as a whole or an independent part thereof;

38. Services by way of public conveniences such as provision of facilities of bathroom, washrooms, lavatories, urinal or toilets;

39. Services by a governmental authority by way of any activity in relation to any function entrusted to a municipality under article 243W of the Constitution.

2. Definitions. - For the purpose of this notification, unless the context otherwise requires, â€“

(a)  "Advocate" has the meaning assigned to it in clause (a) of sub-section (1) of section 2 of the Advocates Act, 1961 ( 25 of 1961);

(b)  "appropriate duty" means duty payable on manufacture or production under a Central Act or a State Act, but shall not include 'Nil' rate of duty or duty wholly exempt;

(c)  "arbitral tribunal" has the meaning assigned to it in clause (d) of section 2 of the Arbitration and Conciliation Act, 1996 (26 of 1996);

(d)  "authorised medical practitioner" means a medical practitioner registered with any of the councils of the recognised system of medicines established or recognized by law in India and includes a medical professional having the requisite qualification to practice in any recognised system of medicines in India as per any law for the time being in force;

(e)  "authorised person" means any person who is appointed as such either by a stock broker (including trading member) or by a member of a commodity exchange and who provides access to trading platform of a stock exchange or a commodity exchange as an agent of such stock broker or member of a commodity exchange;

(f)  "auxiliary educational services" means any services relating to imparting any skill, knowledge, education or development of course content or any other knowledge â€“ enhancement activity, whether for the students or the faculty, or any other services which educational institutions ordinarily carry out themselves but may obtain as outsourced services from any other person, including services relating to admission to such institution, conduct of examination, catering for the students under any mid-day meals scheme sponsored by Government, or transportation of students, faculty or staff of such institution;

(g)  "banking company" has the meaning assigned to it in clause (a) of section 45A of the Reserve Bank of India Act,1934(2 of 1934);

(h)  "brand ambassador" means a person engaged for promotion or marketing of a brand of goods, service, property or actionable claim, event or endorsement of name, including a trade name, logo or house mark of any person;

(i)  "business facilitator or business correspondent" means an intermediary appointed under the business facilitator model or the business correspondent model by a banking company or an insurance company under the guidelines issued by Reserve Bank of India;

(j)  "clinical establishment" means a hospital, nursing home, clinic, sanatorium or any other institution by, whatever name called, that offers services or facilities requiring diagnosis or treatment or care for illness, injury, deformity, abnormality or pregnancy in any recognised system of medicines in India, or a place established as an independent entity or a part of an establishment to carry out diagnostic or investigative services of diseases;

(k)  "charitable activities" means activities relating to -

 (i)  public health by way of -

(a)  care or counseling of (i) terminally ill persons or persons with severe physical or mental disability, (ii) persons afflicted with HIV or AIDS, or (iii) persons addicted to a dependence-forming substance such as narcotics drugs or alcohol; or

(b)  public awareness of preventive health, family planning or prevention of HIV infection;

 (ii) advancement of religion or spirituality; 

(iii)  advancement of educational programmes or skill development relating to,-

(a)  abandoned, orphaned or homeless children; 

(b)  physically or mentally abused and traumatized persons; 

(c)  prisoners; or

(d)  persons over the age of 65 years residing in a rural area; 

(iv)  preservation of environment including watershed, forests and wildlife; or

(v)  advancement of any other object of general public utility up to a value of,-

(a)  eighteen lakh and seventy five thousand rupees for the year 2012-13 subject to the condition that total value of such activities had not exceeded twenty five lakhs rupees during 2011-12;

(b) twenty five lakh rupees in any other financial year subject to the condition that total value of such activities had not exceeded twenty five lakhs rupees during the preceding financial year;

(l)  "commodity exchange" means an association as defined in section 2 (j) and recognized under section 6 of the Forward Contracts (Regulation) Act,1952 (74 of 1952);

(m)  "contract carriage" has the meaning assigned to it in clause (7) of section 2 of the Motor Vehicles Act, 1988 (59 of 1988);

(n)  "declared tariff" includes charges for all amenities provided in the unit of accommodation (given on rent for stay) like furniture, air-conditioner, refrigerators or any other amenities, but without excluding any discount offered on the published charges for such unit;

(o)  "distributor or selling agent" has the meaning assigned to them in clause (c) of the rule 2 of the Lottery (Regulation) Rules, 2010 notified by the Government of India in the Ministry of Home Affairs, published in the Gazette of India, Extraordinary, Part-II, Section 3, Sub-section (i), vide number G.S.R. 278(E), dated the 1st April, 2010 and shall include distributor or selling agent authorised by the lottery- organising State;

(p)  "general insurance business" has the meaning assigned to it in clause (g) of section 3 of General Insurance Business (Nationalisation) Act, 1972 (57 of 1972);

(q)  "general public" means the body of people at large sufficiently defined by some common quality of public or impersonal nature;

(r)  "goods carriage" has the meaning assigned to it in clause (14) of section 2 of the Motor Vehicles Act, 1988 (59 of 1988);

(s)  "governmental authority'' means a board, or an authority or any other body established with 90% or more participation by way of equity or control by Government and set up by an Act of the Parliament or a State Legislature to carry out any function entrusted to a municipality under article 243W of the Constitution; 

(t)  "health care services" means any service by way of diagnosis or treatment or care for illness, injury, deformity, abnormality or pregnancy in any recognised system of medicines in India and includes services by way of transportation of the patient to and from a clinical establishment, but does not include hair transplant or cosmetic or plastic surgery, except when undertaken to restore or to reconstruct anatomy or functions of body affected due to congenital defects, developmental abnormalities, injury or trauma;

(u)  "incubatee" means an entrepreneur located within the premises of a Technology Business Incubator (TBI) or Science and Technology Entrepreneurship Park (STEP) recognised by the National Science and Technology Entrepreneurship Development Board (NSTEDB) of the Department of Science and Technology, Government of India and who has entered into an agreement with the TBI or the STEP to enable himself to develop and produce hi-tech and innovative products;

(v)  "insurance company" means a company carrying on life insurance business or general insurance business;

(w)  "legal service" means any service provided in relation to advice, consultancy or assistance in any branch of law, in any manner and includes representational services before any court, tribunal or authority;

(x)  "life insurance business" has the meaning assigned to it in clause (11) of section 2 of the Insurance Act, 1938 (4 of 1938);

(y)  "original works" means has the meaning assigned to it in Rule 2A of the Service Tax (Determination of Value) Rules, 2006;

(z)  "principal manufacturer" means any person who gets goods manufactured or processed on his account from another person;

(za)  "recognized sports body" means - (i) the Indian Olympic Association, (ii) Sports Authority of India, (iii) a national sports federation recognised by the Ministry of Sports and Youth Affairs of the Central Government, and its affiliate federations, (iv) national sports promotion organisations recognised by the Ministry of Sports and Youth Affairs of the Central Government, (v) the International Olympic Association or a federation recognised by the International Olympic Association or (vi) a federation or a body which regulates a sport at international level and its affiliated federations or bodies regulating a sport in India;

(zb)  "religious place" means a place which is primarily meant for conduct of prayers or worship pertaining to a religion, meditation, or spirituality;

(zc)  "residential complex" means any complex comprising of a building or buildings, having more than one single residential unit;

(zd)  "rural area" means the area comprised in a village as defined in land revenue records, excluding-

the area under any municipal committee, municipal corporation, town area committee, cantonment board or notified area committee; or 

any area that may be notified as an urban area by the Central Government or a State Government;

(ze) "single residential unit" means a self-contained residential unit which is designed for use, wholly or principally, for residential purposes for one family;

(zf) "specified international organization" means an international organization declared by the Central Government in pursuance of section 3 of the United Nations (Privileges and Immunities) Act, 1947 (46 of 1947), to which the provisions of the Schedule to the said Act apply;

(zg) "state transport undertaking" has the meaning assigned to it in clause (42) of section 2 of the Motor Vehicles Act, 1988 (59 of 1988);

(zh) "sub-broker" has the meaning assigned to it in sub-clause (gc) of clause 2 of the Securities and Exchange Board of India (Stock Brokers and Sub-brokers) Regulations, 1992;

(zi) "trade union" has the meaning assigned to it in clause (h) of section 2 of the Trade Unions Act,1926(16 of 1926).

3. This notification shall come into force on the 1st day of July, 2012.

(NOT COVERED IN THE SYLLABUS)

(Self Reading)

REVERSE CHARGE

Notification No. 30/2012-ST, dated 20-6-2012
In exercise of the powers conferred by sub-section (2) of section 68 of the Finance Act, 1994 (32 of 1994), and in supersession of (i) notification of the Government of India in the Ministry of Finance (Department of Revenue), No. 15/2012-Service Tax, dated the 17th March, 2012, published in the Gazette of India, Extraordinary, Part II, Section 3, Sub-section (i),vide number G.S.R 213(E), dated the 17th March, 2012, and (ii) notification of the Government of India in the Ministry of Finance (Department of Revenue), No. 36/2004-Service Tax, dated the 31st December, 2004, published in the Gazette of India, Extraordinary, Part II, Section 3, Sub-section (i), vide number G.S.R 849 (E), dated the 31st December, 2004, except as respects things done or omitted to be done before such supersession, the Central Government hereby notifies the following taxable services and the extent of service tax payable thereon by the person liable to pay service tax for the purposes of the said sub-section, namely:-

I. The taxable services,-

(A)   (i)  provided or agreed to be provided by an insurance agent to any person carrying on the insurance business;

 (ii)  provided or agreed to be provided by a goods transport agency in respect of transportation of goods by road, where the person liable to pay freight is,-

 (a)  any factory registered under or governed by the Factories Act, 1948 (63 of 1948);

 (b)  any society registered under the Societies Registration Act, 1860 (21 of 1860) or under any other law for the time being in force in any part of India;

 (c)  any co-operative society established by or under any law;

 (d)  any dealer of excisable goods, who is registered under the Central Excise Act, 1944 (1 of 1944) or the rules made thereunder;

 (e)  any body corporate established, by or under any law; or

 (f)  any partnership firm whether registered or not under any law including association of persons;

(iii) provided or agreed to be provided by way of sponsorship to anybody corporate or partnership firm located in the taxable territory;

(iv) provided or agreed to be provided by,-

 (A) an arbitral tribunal, or

 (B) an individual advocate or a firm of advocates by way of legal services, or

 (C) Government or local authority by way of support services excluding,-

 (1) renting of immovable property, and

 (2) services specified in sub-clauses (i), (ii) and (iii) of clause (a) of section 66D of the Finance Act, 1994,

to any business entity located in the taxable territory;

(iva) provided or agreed to be provided by a director of a company to the said company;

 (v) provided or agreed to be provided by way of renting of a motor vehicle designed to carry passengers to any person who is not in the similar line of business or supply of manpower for any purpose or security services or service portion in execution of works contract by any individual, Hindu Undivided Family or partnership firm, whether registered or not, including association of persons, located in the taxable territory to a business entity registered as body corporate, located in the taxable territory;

(B) provided or agreed to be provided by any person which is located in a non-taxable territory and received by any person located in the taxable territory;

(II) The extent of service tax payable thereon by the person who provides the service and the person who receives the service for the taxable services specified in (I) shall be as specified in the following Table, namely:-

TABLE
	Sl. No.
	Description of a service 
	Percentage of service tax payable by the person providing service 
	Percentage of service tax payable by the person receiving the service

	1.
	in respect of services provided or agreed to be provided by an insurance agent to any person carrying on insurance business 
	Nil 
	100%

	2.
	in respect of services provided or agreed to be provided by a goods transport agency in respect of transportation of goods by road 
	Nil 
	100%

	3.
	in respect of services provided or agreed to be provided by way of sponsorship 
	Nil 
	100%

	4.
	in respect of services provided or agreed to be provided by an arbitral tribunal 
	Nil 
	100%

	5.
	in respect of services provided or agreed to be provided by individual advocate or a firm of advocates by way of legal services 
	Nil 
	100%

	5A.
	in respect of services provided or agreed to be provided by a director of a company to the said company
	Nil
	100%]

	6.
	in respect of services provided or agreed to be provided by Government or local authority by way of support services excluding,- (1) renting of immovable property, and (2) services specified in sub-clauses (i), (ii) and (iii) of clause (a) of section 66D of the Finance Act,1994 
	Nil 
	100%

	7.
	(a) in respect of services provided or agreed to be provided by way of renting of a motor vehicle designed to carry passengers on abated value to any person who is not engaged in the similar line of business 
	Nil 
	100 %

	 
	(b) in respect of services provided or agreed to be provided by way of renting of a motor vehicle designed to carry passengers on non abated value to any person who is not engaged in the similar line of business 
	60% 
	40%

	8.
	in respect of services provided or agreed to be provided by way of supply of manpower for any purpose or security services
	25% 
	75 %

	9.
	in respect of services provided or agreed to be provided in service portion in execution of works contract 
	50% 
	50%

	10.
	in respect of any taxable services provided or agreed to be provided by any person who is located in a non-taxable territory and received by any person located in the taxable territory 
	Nil 
	100%


Explanation-I. - The person who pays or is liable to pay freight for the transportation of goods by road in goods carriage, located in the taxable territory shall be treated as the person who receives the service for the purpose of this notification.

Explanation-II. - In works contract services, where both service provider and service recipient is the persons liable to pay tax, the service recipient has the option of choosing the valuation method as per choice, independent of valuation method adopted by the provider of service.

2. This notification shall come into force on the 1st day of July, 2012.

(NOT COVERED IN THE SYLLABUS)

(Self Reading)

ABATEMENT 
NOTIFICATION NO. 26/2012-ST, DATED 20-6-2012
In exercise of the powers conferred by sub-section (1) of section 93 of the Finance Act, 1994 (32 of 1994) (hereinafter referred to as the said Act), and in supersession of notification number 13/2012- Service Tax, dated the 17th March, 2012, published in the Gazette of India, Extraordinary, Part II, Section 3, Sub-section (i) vide number G.S.R. 211 (E), dated the 17th March, 2012, the Central Government, being satisfied that it is necessary in the public interest so to do, hereby exempts the taxable service of the description specified in column (2) of the Table below, from so much of the service tax leviable thereon under section 66B of the said Act, as is in excess of the service tax calculated on a value which is equivalent to a percentage specified in the corresponding entry in column (3) of the said Table, of the amount charged by such service provider for providing the said taxable service, unless specified otherwise, subject to the relevant conditions specified in the corresponding entry in column (4) of the said Table, namely;—

TABLE 

	Sl. No. 
	Description of taxable service 
	Percentage 
	Conditions 

	(1) 
	(2) 
	(3) 
	(4) 

	1.
	Services in relation to financial leasing including hire purchase 
	10 
	Nil.

	2.
	Transport of goods by rail 
	30 
	Nil.

	3.
	Transport of passengers, with or without accompanied belongings by rail 
	30 
	Nil.

	4.
	Bundled service by way of supply of food or any other article of human consumption or any drink, in a premises (including hotel, convention center, club, pandal, shamiana or any other place, specially arranged for organizing a function) together with renting of such premises 
	70
	(i) CENVAT credit on any goods classifiable under Chapters 1 to 22 of the Central Excise Tariff Act, 1985 (5 of 1986) used for providing the taxable service, has not been taken under the provisions of the CENVAT Credit Rules, 2004.

	5.
	Transport of passengers by air, with or without accompanied belongings 
	40
	CENVAT credit on inputs and capital goods, used for providing the taxable service, has not been taken under the provisions of the CENVAT Credit Rules, 2004.

	6.
	Renting of hotels, inns, guest houses, clubs, campsites or other commercial places meant for residential or lodging purposes. 
	60
	Same as above.

	7.
	Services of goods transport agency in relation to transportation of goods. 
	25
	CENVAT credit on inputs, capital goods and input services, used for providing the taxable service, has not been taken under the provisions of the CENVAT Credit Rules, 2004.

	8.
	Services provided in relation to chit 
	70
	Same as above.

	9.
	Renting of any motor vehicle designed to carry passengers 
	40
	Same as above.

	10.
	Transport of goods in a vessel 
	50 
	Same as above.

	11.
	Services by a tour operator in relation to,-

(i) a package tour
	25
	(i) CENVAT credit on inputs, capital goods and input services, used for providing the taxable service, has not been taken under the provisions of the CENVAT Credit Rules, 2004.

(ii) The bill issued for this purpose indicates that it is inclusive of charges for such a tour.

	
	(ii) a tour, if the tour operator is providing services solely of arranging or booking accommodation for any person in relation to a tour
	10
	(i) CENVAT credit on inputs, capital goods and input services, used for providing the taxable service, has not been taken under the provisions of the CENVAT Credit Rules, 2004.

(ii) The invoice, bill or challan issued indicates that it is towards the charges for such accommodation.

(iii) This exemption shall not apply in such cases where the invoice, bill or challan issued by the tour operator, in relation to a tour, only includes the service charges for arranging or booking accommodation for any person and does not include the cost of such accommodation.

	
	(iii) any services other than specified at (i) and (ii) above. 
	40
	(i) CENVAT credit on inputs, capital goods and input services, used for providing the taxable service, has not been taken under the provisions of the CENVAT Credit Rules, 2004.
(ii) The bill issued indicates that the amount charged in the bill is the gross amount charged for such a tour.

	 12. 
	Construction of a complex, building, civil structure or a part thereof, intended for a sale to a buyer, wholly or partly except where entire consideration is received after issuance of completion certificate by the competent authority,—
	
	(i) CENVAT credit on inputs used for providing the taxable service has not been taken under the provisions of the CENVAT Credit Rules, 2004; 

	
	(i) for residential unit having carpet area upto 2000 square feet or where the amount charged is less than rupees one crore; 
	25 
	(ii) The value of land is included in the amount charged from the service receiver.

	
	(ii) for other than the (i) above.
	30 
	


Explanation. - 

A. For the purposes of exemption at Serial number 1 -

	(i) 
	 
	The amount charged shall be an amount, forming or representing as interest, i.e. the difference between the installments paid towards repayment of the lease amount and the principal amount contained in such installments;

	(ii) 
	 
	the exemption shall not apply to an amount, other than an amount forming or representing as interest, charged by the service provider such as lease management fee, processing fee, documentation charges and administrative fee, which shall be added to the amount calculated in terms of (i) above.


B. For the purposes of exemption at Serial number 4 -

The amount charged shall be the sum total of the gross amount charged and the fair market value of all goods and services supplied in or in relation to the supply of food or any other article of human consumption or any drink (whether or not intoxicating) and whether or not supplied under the same contract or any other contract, after deducting-

	(i) 
	 
	the amount charged for such goods or services supplied to the service provider, if any; and

	(ii) 
	 
	the value added tax or sales tax, if any, levied thereon:


Provided that the fair market value of goods and services so supplied may be determined in accordance with the generally accepted accounting principles. 

C. For the purposes of exemption at Serial number 12 -

The amount charged shall be the sum total of the amount charged for the service including the fair market value of all goods and services supplied by the recipient(s) in or in relation to the service, whether or not supplied under the same contract or any other contract, after deducting-

	(i) 
	 
	the amount charged for such goods or services supplied to the service provider, if any; and

	(ii) 
	 
	the value added tax or sales tax, if any, levied thereon:


Provided that the fair market value of goods and services so supplied may be determined in accordance with the generally accepted accounting principles.

2. For the purposes of this notification, unless the context otherwise requires,-

	a. 
	 
	"chit" means a transaction whether called chit, chit fund, chitty, kuri, or by whatever name by or under which a person enters into an agreement with a specified number of persons that every one of them shall subscribe a certain sum of money (or a certain quantity of grain instead) by way of periodical installments over a definite period and that each subscriber shall, in his turn, as determined by lot or by auction or by tender or in such other manner as may be specified in the chit agreement, be entitled to a prize amount,

	b. 
	 
	"package tour" means a tour wherein transportation, accommodation for stay, food, tourist guide, entry to monuments and other similar services in relation to tour are provided by the tour operator as part of the package tour to the person undertaking the tour,

	c. 
	 
	"tour operator" means any person engaged in the business of planning, scheduling, organizing, arranging tours (which may include arrangements for accommodation, sightseeing or other similar services) by any mode of transport, and includes any person engaged in the business of operating tours,


3. This notification shall come into force on the 1st day of July, 2012.
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