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CENTRAL EXCENTRAL EXCENTRAL EXCENTRAL EXCENTRAL EXCISE LCISE LCISE LCISE LCISE LAAAAAWWWWW
1. LEVY OF EXCISE

1.1. Central Excise is a tax levied by the Parliament under the powers granted by Article 246 of the Constitu-
tion of India and it is listed in Entry 84 of Schedule VII of Union List (List I). As per Entry 84 of Schedule
VII, “duties of excise on tobacco and other goods manufactured or produced in India, except alcoholic
liquors for human consumption, opium, narcotics, but including medical and toilet preparations containing
alcohol, opium or narcotics.” The power to impose excise on alcoholic liquors, opium and narcotics is
granted to states under Entry 51 of List II of Schedule VII of the constitution. Such levy is called State
Excise.

1.2. Section 3 of CEA is the charging section for levy of excise duty. It is levied at the rate specified in First
Schedule of CETA. The standard rate of duty for non-petroleum products is 12% with effect from 17-3-
2012.Education Cess is a duty of excise which is to be levied @ 2% of the aggregate duty of excise
w.e.f. 08.07.2004. The Secondary & Higher Education cess is payable @ 1% of CEA
w.e.f.01.03.2007.However w.e.f 01.06.2015 the rates of duties have been amended to a flat rate of
12.5% (except some entries of chapter 22,24,39) and there will be no additional Education or Secondary
& Higher Secondary Cess levied.

2. DEFINITIONS

2.1. MEANING OF GOODS

As per section 2(d) of the CEA, excisable goods means goods specified in the First Schedule and the
Second Schedule to the CETA as being subjected to a duty of excise. The term ‘goods’ is not been
defined in the Act. However the term ‘goods’ has been defined in the Indian Constitution under Article
366(12) to include all material, commodities and articles. Further, it was observed in the landmark
decision of Union of India vs Delhi Cloth & General Mills Co Ltd [1977 (1) ELT J199 (SC)] that to
become ‘goods’, an article must be something which can ordinarily come to the market to be bought
and sold. Actual sale is not important to be as goods.

Thus, in order for an article to constitute ‘goods’, it must satisfy two requirements:

(a) it must be movable and

(b) it must be marketable.

2.2. MEANING OF MANUFACTURE

Section 2(f) defines “manufacture” to include any process-

(i) incidental or ancillary to the completion of a manufactured product;

(ii) which is specified in relation to any goods in the Section or Chapter notes of the First Schedule to
the Central Excise Tariff Act, 1985 (5 of 1986) as amounting to manufacture; or

(iii) which, in relation to the goods specified in the Third Schedule, involves packing or repacking of
such goods in a unit container or labeling or re-labeling of containers including the declaration or
alteration of RSP on it or adoption of any other treatment on the goods to render the product
marketable to the consumer;

Clause (ii) and (iii) are considered as deemed manufacture. In the case of UOI vs Delhi Cloth & General
Mills Co Ltd [1977 (1) ELT J199 (SC)] Apex court held that the word ‘manufacture’ is generally understood
to mean “bringing into existence a new substance”. Thus, manufacture implies a change but every
change is not manufacture. A new and different article must emerge having a distinctive name, character
or use.

2.3. MEANING OF MANUFACTURER

Section 2(f) of CEA requires the word “manufacturer” to be construed in accordance with the definition
of “manufacture” and shall include not only a person who employs hired labour in the production or
manufacture of excisable goods, but also any person who engages in their production or manufacture
on his own account.
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The definition of manufacturer is not exhaustive but inclusive. The definition enlarges definition of ‘manu-
facturer’ to two categories of persons, besides actual manufacturers, namely

• Persons who get the goods manufactured through hired labour

• Person who engage in manufacture of goods on their own account.

3. CLASSIFICATION UNDER CENTRAL EXCISE

Section 3 specifies that the rates of Central Excise Duty shall be the rates as specified in the Schedules
of the Central Excise Tariff Act, 1985 (CETA). CETA consists of three schedules; Schedule 1 gives basic
excise duties leviable on various products; Schedule 2 lists products on which special excise duty is
leviable; Schedule 3 contains all the items covered under Maximum Retail Price (in short ‘MRP’) valuation
provisions, which are covered under ‘deemed manufacture’ provisions. The first schedule contains 96
Chapters grouped into 20 sections and has been selectively aligned with the Harmonised System of
Nomenclature.

The correct classification of goods is necessary to ascertain the rate of duty on it and exemptions if any,
applicable to it. Thus, it is essential to determine the correct heading or sub-heading of the Tariff under
which the goods fall. The schedule of Tariff Act provided the following rules of interpretation to aid in
classification of goods:

Rule 1 -- Classification to be as per terms of headings and chapter/section notes

Rule 2 – Reference in a heading to an article ,to include certain references:

a. Reference to an article, to include reference to that article incomplete/unfinished or unassembled/
disassembled.

b. Reference to a material /substance, to include reference to mixtures or combinations of that
material /substance.

Rule 3 -- Classification when goods classifiable under two or more headings:

a. Specific heading to prevail over general.

b. Classification as if goods consisted of material/component, which give them essential character.

c. Latter the better maxim which means goods which are not classified by reference to (a) & (b) they
shall be classified under the heading , which occurs last in the numerical order among those
,which equally merit considerations.

Rule 4 -- Akin rule: Goods, which cannot be classified in accordance with the above rules, shall be
classified under the heading appropriate to the goods to which they are most alike/akin.

Rule 5 -- In addition to the foregoing provisions, the following rules shall apply in respect of the goods
referred to therein:

a. camera cases, and similar containers , specially shaped or fitted to contain a specific article or
set of articles, suitable for long term use and presented with the article for which they are intended,
shall be classified with such articles when of a kind normally sold therewith. This rule does not,
however, apply to containers which give the whole its essential character.

b. Subject to the above provision, packing materials and packing containers presented with the
goods therein shall be classified with the goods if they are of a kind normally used for packing
such goods. However, this provision does not apply when such packing materials or packing
containers are clearly suitable for repetitive use.

Rule 6 -- Last rule of interpretation:

For legal purpose, the classification of goods in the sub headings shall be determined according to the
terms of those sub heading and related notes and mutatis mutandis, to the above rules, on the
understanding that only sub heading at the same level are comparable.

4. VALUATION

Once the levy of excise is established and the products are correctly classified, next step is to calculate
the amount of excise duty payable. There are different basis on which the duty is payable:(a)Special
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duty payable on the basis of units like length, weight, volume etc,(b)Duty based on value(as valorem duty),(c)Duty
based on production capacity,(d)Compounded Levy Scheme,(e)Tariff Value u/s3(2) of
CEA,1994,(f)Transaction Value u/s4 of CEA,2002,(G)Retail Sale Price u/4A of CEA,1994.

4.1. TARIFF VALUE FIXED U/S 3(2) OF CEA,1994

Section 3(2) of CEA empowers Central Government to fix tariff values of any excisable goods that are
chargeable with duty on ad valorem basis which may be different for different classes of goods. The
duty in such cases is the % of such tariff value and not the Assessable Value.

4.2. TRANSACTION VALUE DETERMINED U/S 4 OF CEA

4.2.1. As per Section 4 of CEA, when the excise duty is chargeable on any excisable goods with reference
to their value, then, on each removal of the goods, such value shall transaction value if all of the
following conditions are satisfied- goods are sold by the assessee, for delivery at the time and
place of the removal, assessee and the buyer of the goods are not related, price is the sole
consideration for the sale. If any of the condition does not get satisfied, then the value will be
determined in accordance with the Central Excise Valuation (Determination of Price of Excisable
Goods) Rules 2000. Section 4(3)(d) of CEA defines “transaction value” to mean the price actually
paid or payable for the goods when sold.

4.2.2. The valuation rules have to be followed when transaction value cannot be determined u/s4(1)(a)which
are as follows :

(a) Goods are not sold by the assessee while removing from the factory, Value of similar goods
sold by the assessee for delivery at any other time nearest to the time of the removal of
goods under assessment. [RULE 4]

(b) Goods are sold for delivery at the place other than place of the removal, Value shall be
deemed to be the transaction value, excluding the actual transportation cost from the place
of removal to the place of deliver. [RULE 5]

(c) Price is not the sole consideration for the sale, Value shall be deemed to be the aggregate of
such transaction value and the amount of money value of any additional consideration flow-
ing directly or indirectly from the buyer to the assessee. However, w.e.f. 11.07.2014,it has
been provided that where price is not the sole consideration for sale of excisable goods and
they are sold by the assessee at a price less than the manufacturing cost and profit and no
additional consideration is flowing directly or indirectly from the buyer to the assessee, the
value of such goods shall be deemed to be the transaction value.[RULE6]

(d) Goods are transferred to a depot, premises of a consignment agent or any other place or
premises, Value shall be the normal transaction value of such goods sold from such other
place at or about the same time.[RULE 7]

(e) Whole or part of the excisable goods are captively consumed, Value would be 110% of cost
of production or manufacture of such goods [RULE 8]

(f) Whole or part of the excisable goods are sold by the assessee to or through a related person,
Value shall be the price at which the related person has sold the goods to an unrelated
person. If captively consumed by the related person, Value shall be 110% of cost of produc-
tion [RULE 9]

(g) Goods manufactured by the Job worker on behalf of the principal manufacturer, the value
shall be the price at which goods are sold by the principal manufacturer [RULE 10A].

4.3. M.R.P. value U/S 4A OF CEA,1994

Section 4A of CEA empowers Central Government to specify goods on which duty will be payable based
on ‘retail sale price’ (RSP). Central Government vide Notification 49/2008-CE (NT) dated 1-3-2006 has
specified goods which shall be covered by Section 4A of the CEA. The said Notification also prescribes
the rate of abatement which shall be required to be deducted from the RSP for arriving at the value on
which excise may be levied. As per Explanation I to Section 4A of CEA, “Retail Sale Price” means the
maximum price at which the excisable goods in packaged form may be sold to the ultimate consumer and
the price is the sole consideration for such sale and includes all taxes,freight, transport charges, commis-
sion to dealers, advertisement etc.
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4.4. SPECIFIC DUTY

It is the duty which is payable on the basis of certain unit like weight, length, volume, thickness etc. For
instance specific duty is payable on cigarettes (on length basis), matches (per 100 boxes/pack), Marble
slabs and tiles (square meter basis).

4.5. COMPOUNDED LEVY SCHEME

Rule 15 of CER empowers Central Government to specify the goods in respect of which an assessee
shall have the option to pay duty of excise on the basis of specified factors (like size of equipment
employed, number and types of machine used for manufacture etc.) relevant to production of such
goods at specified rates. The scheme has been notified in respect of stainless steel patta and aluminium
circles

4.6. ANNUAL PRODUCTION CAPACITY

Central Government may notify goods on which excise duty shall be levied and collected on the basis of
production capacity of the factory. If the factory does not operate for a part of the year, annual production
will be calculated on proportionate basis. This scheme has been notified in respect of Pan Masala
containing tobacco etc.

4.7. SPECIAL DUTY + AD VALOREM

There are certain goods on which specific duty on a certain unit along with duty at the prescribed rate
on the assessable value is leviable. At present cement is one of the goods for which valuation is done as
per this method.

5. REGISTRATION

5.1. Persons requiring registrations:

a. Every manufacturer of dutiable and excisable goods.

b. First and second stage dealers (including manufacturer’s depots and importers) issuing cenvatable
invoices.

c. Person who seeks to obtain excisable goods for availing end used based exemption.

d. Persons holding warehouses for storing non duty paid goods.

e. Exporter-manufacturers under rebate /bond procedures, EOU &EPZ units which have interactions
with the domestic economy through DTA sales or procurement of duty free inputs.

f. Importers who want to issue cenvatable invoices for the imported goods sold.

5.2. Separate registration is required in respect of separate premises except in cases where two or more
premises are actually part of the same factory (where processes are interlinked), but are segregated by
public road, canal or railway-line.

5.3. Notification No. 36/2001-CE (NT) dated 26.6.2001 provided exemption from registration to the following:

• Person who manufacture the excisable goods, which are chargeable to nil rate of excise duty or
are fully exempt from duty by a notification.

• SSI manufacturers having annual turnover below the specified exemption limit.

• In respect of ready-made garments, the job-worker need not get registered if the principal
manufacturer undertakes to discharge the duty liability

• Person manufacturing excisable goods by following the warehousing procedure under the Customs
Act, 1962. Such exemption from registration is subject to certain conditions.

• The person who carries on wholesale trade or deals in excisable goods (except first and second
stage dealer, as defined in CCR and the depots of a registered manufacturer);

• A Hundred per cent Export Oriented Undertaking, licensed or appointed, as the case may be,
under the provisions of the Customs Act, 1962 other than having dealings with DTA.
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• Persons who use excisable goods for any purpose other than for processing or manufacture of
goods availing benefit of concessional duty exemption notification.

6. ASSESSMENT OF DUTY

6.1. Every person who produces or manufactures any excisable goods, or who stores such goods in a
warehouse, shall pay the duty leviable on such goods on its removal from any place, where they are
produced or manufactured, or from a warehouse, unless otherwise provided.

 The duty on the goods removed from the factory or the warehouse during a month shall be paid by the
6th day of the following month, if the duty is paid electronically through internet banking [5th day of the
following month, in any other case] and the 31st day of March in case of goods removed during the
month of March

6.2. SELF ASSESSMENT

As per Rule 6 of the CER, an assessee is himself (self-assessment) required to determine duty liability
at the time of removal of excisable goods and discharge the same. Assessee is also required to submit
the return (in the prescribed format under form E.R.-1 and form E.R.-2) for the month stating in it the
details of production and removal of goods and other relevant particulars including CENVAT credit for a
month and submit the same to the Range Office having jurisdiction over his factory within the prescribed
time.

6.3. PROVISIONAL ASSESSMENT

As per Rule 7 of the CER, where the assessee is unable to determine the value of excisable goods or
the rate of duty applicable thereto, he may request the AC/DC of Central Excise, as the case may be, in
writing giving reasons for payment of duty on provisional basis and the relevant authority, may order
allowing payment of duty on provisional basis at such rate or on such value as may be specified by him.
Such payment under provisional assessment is allowed if the assessee executes a bond in the prescribed
form with such surety or security binding the assessee for payment of difference between the amounts
of duty as may be finally assessed and the amount of duty provisionally assessed.

7. PROCEDURE FOR CLEARANCE OF GOODS FROM THE FACTORY

As per Rules 8,10,11 and 12 of CER,2002, registered person is required to follow the following procedure
for clearance of goods:

a) Maintain Daily Stock Account(DSA) indicating the opening balance, quantity produced, inventory
of goods, quantity removed, assessable valu, the amount of duty payable and suty paid on
manufactured goods.

b) The goods should be removed under invoice. The invoice should be prepared in triplicate. Original
for buyer, duplicate for transporter and triplicate for assessee. It shall be serially numbered and
shall contain the registration number, name of the consignee, description, classification, time and
date of removal, mode of transportation, vehicle registration number, rate of duty, quantity and
value of goods and duty payable thereon.

c) The excise duty on the goods removed shall be paid on 5th(6th if paid electronically) of the
following month [for small scale assessee it is end of quarter] but the goods removed during the
month of March the duty shall be paid by 31st March.

d) The ER-1 return shall be filed within 10days from the close of the month to which the return
relates. However, where the assessee has availed the benefit of the notification providing exemption
based on the value of clearance in a financial year, he shall file ER-3 return within 10 days after
the end of quarter.

e) Goods may be cleared for exports without payment of duty by following the procedure specified
in Notification No.42/2001-CE(NT), to 45/2201-CE(NT) dated 26.06.2001. Goods maybe exported
under claim for rebate by following procedure contained in Notification No.19/2004 and 20/2004-
CE(NT0, both dated 06.09.2004.

8. SMALL SCALE INDUSTRIES

8.1. The benefit of Notification No. 8/2003-CE dated 1-3-2003 (as amended) is available to small scale
manufacturer where the value of clearances for home consumption in the previous financial year has
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not exceeded rupees four hundred lakhs. The following clearances shall not be considered for the said limit:

(a) Goods not cleared for home Consumption i.e. goods exported

(b) Goods cleared to without payment of duty to certain units/ organization - The clearances (without
payment of duty) made to the following shall not be considered while determining the aggregate
value of Rs 400 Lakhs:

• unit in free trade zone

• unit in special economic zone

• 100% export oriented undertaking

• unit in Electronic Hardware Technology Park or Software Technology Park

• supplied to United Nations or an international organization for their for their official use or
supplied to projects funded by them

(c) Goods cleared with brand name or trade name of another person

(d) Goods cleared for captive consumption

(e) Goods cleared under specified Notifications- The goods which are cleared from the unit on availing
the exemption from duty by virtue of Notification No. 214/86 dated 25-3-1986, Notification No. 83/
94 dated 11-4-1994 and Notification No. 84/94 dated 11-4-1994, shall not be included in computing
the aggregate value of Rs 400 Lakhs.

8.2. This notification provides exemption from whole of duty leviable on goods specified up to the aggregate
value clearance of Rs.150 lakhs. This limit shall be calculated excluding the following clearances:

(a) Goods which are exempted from whole of excise duty

(b) Goods cleared with brand name or trade name of another person

(c) Goods cleared for captive consumption

9. JOB WORK

9.1. The term job work has been defined in Rule 2(n) of CCR as per which "job work" means processing or
working upon of raw material or semi-finished goods supplied to the job worker, so as to complete a
part or whole of the process resulting in the manufacture or finishing of an article or any operation which
is essential for aforesaid process and the expression "job worker" shall be construed accordingly.

9.2. EXEMPTION TO GOODS MANUFACTURED IN THE FACTORY AS JOB WORK

(A) Where principal manufacturer intends to receive the semi-finished goods manufactured by job worker
into its factory premises for further processing, it can examine the option of going in under Notification
214/86 CE dated 25.03.86 which provides exemption to the goods manufactured in a factory as a job
work. The said notifications requires that the goods manufactured by the job worker are used in relation
to manufacture of final product-

• on which duty of excise is leviable in whole or part and such goods are cleared on payment of
duty on home consumption

• for removal to a unit in FTZ, 100% EOU, EHTP or STP or supply to United Nations or international
organization for their official work and such goods are cleared without payment of duty

• for removal under bond of export

• by a manufacturer of dutiable and exempted final goods after discharging his obligation in respect
of said goods under Rule 6 of CCR.

(B) The exemption under Notification is available if the supplier of raw material gives an undertaking to AC/
DC of Central Excise having jurisdiction over the factory of the job worker that:

• Goods would be used in or in relation to manufacture of final product in his factory

• It would be removed on payment of duty for home consumption from his factory (except when
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removed under bond for export or to a unit in FTZ, 100% EOU, EHTP or STP or supply to United Nations
or international organization for their official work or by a manufacturer of dutiable and exempted
final goods after discharging his obligation in respect of said goods under Rule 6 of CCR)

(C) Additionally, in order to claim exemption, the principal manufacturer is required to produce evidence that
the said goods have been used or removed in the manner prescribed above and would be required to
undertake the responsibilities of discharging the liabilities in respect of Central Excise duty, if any, levi-
able on the final product.

10. CAPTIVE CONSUMPTION

 10.1. As per Notification No. 67/95 dated 16-3-1995, exemption is available to:

(a) Capital Goods as defined in CCR which are manufactured in the factory and used within the factory
of production

(b) Inputs (other than light diesel oil, high speed diesel oil, motor spirit) manufactured in the factory and
are used within the factory of production in or in relation to manufacture of final product when the
final products are liable to excise duty.

10.2. As per excise provisions, no duty is payable if final products are cleared to FTZ, EOU, EHTP and STP.
In such cases, duty on intermediate product is not payable even if the final product is cleared without
payment of duty.

10.3. If the final product is exempt from the duty but is cleared in accordance with Rule 6 of CCR i.e. after
paying 6% on the value of exempted goods, no duty is required to be paid on the intermediate goods.

10.4. It may be noted that when the goods are exported, the goods are neither exempt from excise duty nor
chargeable to nil duty. Hence no duty is payable on the intermediate goods. This principle may also
apply to supply of final goods to SEZ also, as supply to SEZ is also considered to be export.

11. DEMAND & RECOVERY

The demand of duty is governed by Section 11A of CEA. As per the said section, where the excise duty
has not been levied or paid or has been short-levied or short-paid or erroneously refunded, the Central
Excise Officer can serve a Show Cause Notice on the person chargeable with duty as to why he should
not pay the amount specified in the notice.

As mentioned earlier, the demand of duty is governed by Section 11A of CEA and the provisions of the
said section has been summarized in the following table:
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Rationalization of penal provision (SECTION 11AC)

Non Fraud Cases: In cases not involving fraud or collusion or wilful misstatement or suppression of facts or
contravention of any of the provision of the Excise act or rules with the intent to evade payment of duty,
in the following manner:

a. Ceiling of 10%of the duty determined under section 11A(10) of the Excise Act or Rs.5000/- whichever
is higher has been incorporated:

b. No penalty leviable if the duty amount and interest is paid within 30 days of the issuance of SCN and
proceedings in respect of such duty amount and interest shall be deemed to have been concluded.

c. Reduced penalty equal to 25% (i.e. 2.5% of duty) of the penalty if the duty amount, interest and reduced
penalty is paid within 30 days of communication of the Adjudication Order.

d. If the duty amount or penalty is increased in any Appellate proceedings, then the benefit of reduced
penalty (i.e. 25%) shall be admissible if duty, interest and reduced penalty on such increased amount is
paid within 30 days of such Appellate Order.

Fraud Cases: In cases involving fraud or collusion or wilful misstatement or suppression of facts or contravention
of any provision of the Excise Act or rules with the intent to evade payment of duty. In the following
manner;

a. Penalty shall be of 100% of the duty determined under section 11A (10) of the excise. However, in
respect of the cases where the details relating to such transactions are recorded in the specified recorded
for the period beginning with the April 8,2011 upto the date on which the Finance Bill,2015 receives the
assent of the President (i.e. May 14,2015)(both days inclusive),the penalty shall be 50% of the duty so
determined;

b. Reduced penalty equal to 15% of the duty amount alleged in the SCN shall be levied if duty, interest and
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reduced penalty is paid within 30 days of issuance of SCN. Further proceedings in respect of such duty amount
, interest, and penalty shall be deemed to be concluded;

c. Reduced penalty equal to 25% of the duty amount, determined by the central excise officer by an adjudi-
cation order , shall be levied if the duty, interest and reduced penalty is paid with 30 days of communica-
tion of order of the Central Excise Officer;

d. If the duty amount gets modified in any Appellate proceedings, then the amount of penalty and the
interest payable thereon shall stand modified accordingly ,and after talking into account the amount of
duty so modified, the person who is liable to pay such amount of duty, shall also be liable to pay the
amount of penalty and interest so modified;

e. If the duty amount or penalty is increased in any Appellate proceedings, then the benefit of reduced
penalty @ 25% shall be admissible if duty, interest and reduced penalty on such increased amount is
paid within 30 days of such appellate order.

Transitional provisions: Explanation 1 prescribes the transitional provisions in the following manner:

a. Amended provisions of section 11AC of the Excise Act shall apply to cases where no SCN is issued
before the date of enactment of the Finance Bill,2015 (i.e, May,2015) and

b. In cases where SCN has been issued but no adjudication order has been issued before the date of
enactment of the finance bill, 2015 (i.e. May 14, 2015), the assesse shall be eligible to closure of
proceedings on payment of duty and interest in non-fraud cases or on payment of duty, interest and
15% penalty in fraud cases, within 30 days from the date on which the Finance Bill, 2015 receives the
assent of the President.

c. In cases where adjudication order is passed after the date of enactment of the Finance Bill, 2015,
assesse shall be eligible to benefit of reduced penalty of 25% of penalty amount in non fraud cases or
25 % of duty amount in fraud cases, subject to the conditions that the payment of duty, interest, and
penalty is made within 30 days of the communication of the order.

12. REFUND

Section 11B of CEA, provides that any person claiming refund of duty of excise shall make an application
for such amount to the AC/DC in such form and manner as may be prescribed. The application shall be
accompanied by the documentary evidence of payment of duty and also other documents to substantiate
that incidence of duty has been borne by the applicant. A refund application should be filed within one
year from the date of payment of duty. The period of one year shall not apply where any duty has been
paid under protest.

In case the refund has not been granted within a period of 3 months from the date of application, the
applicant shall be entitled to interest @ 6% of duty amount from the date immediately after the expiry of
3 months from the date of receipt of application.

13. OFFENCES AND PENALTIES

13.1. As per Section 9 of CEA, some of the offences like

• Evasion of payment of any duty payable under the Act

• Removal of any excisable goods in contravention of any of the provisions of CEA or any rules
made thereunder

• Contravention of any of the provisions of CEA or the rules made thereunder in relation to credit of
any duty allowed to be utilised towards payment of excise duty on final products

• Contravention of any of the provisions of CEA or the rules made thereunder in relation to credit of
any duty allowed to be utilised towards payment of excise duty on final products

• Failure to supply any information which is required by rules made under this Act to supply, or
supplies false information shall be punishable, —

(i) in the case of an offence relating to any excisable goods, the duty leviable thereon under
this Act exceeds fifty lakhs of rupees, with imprisonment for a term which may extend to
seven years and with fine :



10MEMBERS’ READY REFERENCER 2016-17

Provided that in the absence of special and adequate reasons to the contrary to be recorded
in the judgment of the Court such imprisonment shall not be for a term of less than six
months;

(ii) in any other case, with imprisonment for a term which may extend to three years or with
fine or with both.

13.2. As per Section 9A of CEA, offences relating to excisable goods where the duty leviable thereon under
this Act exceeds fifty lakh rupees and punishable for evasion of the payment of any duty or for dealing
with any excisable goods which he knows or has reason to believe are liable to confiscation shall be
cognizable and non-bailable.

13.3. A breach of any rules under CER, where no other penalty is provided herein or in the Act, be punishable
with a penalty which may extend to five thousand rupees and with confiscation of the goods in respect
of which the offence is committed

CENVAT CREDIT RULES

RULE 2 – DEFINITIONS
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Rule 3 : CENVAT credit

This Rule specifies the duties in respect of which a manufacturer or producer or provider of service shall be
allowed to take CENVAT Credit such as Excise duty specified in the First and Second Schedule to the Excise
Tariff Act, leviable under the Excise Act, the additional Excise duty leviable u/s 3 of the Additional Duties of
Excise (Textile and Textile Articles) Act, 1978 and Additional Duties of Excise (Goods of Special Importance)
Act, 1957, the National Calamity Contingent duty leviable u/s 136 of the Finance Act, 2001, the service tax
leviable u/s 66A & 66B of the Finance Act, etc. paid on any input or capital goods received in the factory of
manufacturer or by service provider and any input received by manufacturer or provider of output service.

Further, the CENVAT credit may be utilized for payment of –

(a) any duty of excise on any final product; or

(b) an amount equal to CENVAT credit taken on inputs if such inputs are removed as such or after being
partially processed; or

(c) an amount equal to the CENVAT credit taken on capital goods if such capital goods are removed as
such; or

(d) an amount under sub-rule (2) of rule 16 of Central Excise Rules, 2002; or

(e) service tax on any output service :

The following conditions must be kept in mind:

• the CENVAT credit shall be utilized only to the extent such credit is available on the last day of the month
or quarter, for payment of duty or tax relating to that month or the quarter,

• it shall not be utilised for payment of any duty of excise on goods in respect of which the benefit is
availed of an exemption under any specific notification in this behalf.

• credit of the additional duty leviable under section 3(5) of the Customs Tariff Act, shall be utilised for
payment of service tax on any output service.

• Further, CENVAT credit cannot be used for payment of service tax in respect of services where the
person liable to pay tax is the service recipient.

• When inputs or capital goods, on which CENVAT credit has been taken, are removed as such from the
factory, or premises of the service provider or manufacturer, he shall pay an amount equal to the credit
availed in respect of such inputs or capital goods and such removal shall be made under the cover of an
invoice referred to in rule 9 except where they are removed for providing output service or for providing
free warranty for final products. The amount so paid shall be eligible as CENVAT credit as if it was a duty
paid by the person who removed such goods.

• If the capital goods, on which CENVAT credit has been taken, are removed after being used, whether as
capital goods or as scrap or waste, the manufacturer or provider of output services shall pay an amount
equal to the CENVAT Credit taken on the said capital goods reduced by the percentage points calculated
by straight line method as specified below for each quarter of a year or part thereof from the date of
taking the CENVAT Credit, namely –

(a) for computers and computer peripherals :

for each quarter in the first year @10%

for each quarter in the second year @8%

for each quarter in the third year @5%

for each quarter in the fourth and fifth year @1%

(b) for capital goods, other than computers and computer peripherals @ 2.5% for each quarter:

Provided that if the amount so calculated is less than the amount equal to the duty leviable on
transaction value, the amount to be paid shall be equal to the duty leviable on transaction value.

The amount so paid shall be eligible as CENVAT credit as if it was a duty paid by the person who
removed such goods.
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• If the value of any input, or capital goods before being put to use, on which CENVAT credit has been
taken is written off fully or partially or where any provision to write off fully or partially has been made in
the books of account then the manufacturer or service provider, shall pay an amount equivalent to the
CENVAT credit taken in respect of the said input or capital goods. Credit shall however be allowed if the
input or capital goods is subsequently used in the manufacture of final products or the provision of
output services.

• Where on any goods manufactured or produced by an assessee, the payment of duty is ordered to be
remitted under rule 21 of the Central Excise Rules, 2002, the CENVAT credit taken on the inputs used
in the manufacture or production of said goods [and the CENVAT credit taken on input services used in
or in relation to the manufacture or production of said goods] shall be reversed.

• Quantum of CENVAT credit in respect of inputs or capital goods produced or manufactured, by a 100%
export-oriented undertaking or by a unit in an Electronic Hardware Technology Park or in a Software
Technology Park other than a unit which pays excise duty levied under section 3 of the Excise Act read
with Notification No. 23/2003-Central Excise, dated 31st March, 2003 [G.S.R. 266(E), dated the 31st
March, 2003] and used in the manufacture of the final products or in providing an output service, in any
other place in India, in case the unit pays excise duty under section 3 of the Excise Act as per Notification
No. 23/ 2003-Central Excise, dated the 31st March, 2003 [G.S.R. 266(E), dated the 31st March, 2003],
shall be calculated as per the formula prescribed under Rule 3 (7).

Rule 4: Conditions for allowing CENVAT credit.

The CENVAT credit in respect of inputs may be taken immediately on receipt of the inputs in the factory of the
manufacturer or in the premises of the provider of output service or in the premises of the job worker, in case
goods are sent directly to the job worker on the direction of the manufacturer or the provider of output service,
as the case may be,:

• The CENVAT credit in respect of inputs may be taken immediately on receipt of the inputs in the factory
of the manufacturer or in the premises of the provider of output service or in the premises of the job
worker, in case goods are sent directly to the job worker on the direction of the manufacturer or the
provider of output service, as the case may be.

• The CENVAT credit in respect of capital goods received in a factory or in the premises of the provider of
output service or outside the factory of the manufacturer of the final products for generation of electricity
for captive use within the factory or in the premises of the job worker, in case capital goods are sent
directly to the job worker on the direction of the manufacturer or the provider of output service, as the
case may be, at any point of time in a given financial year shall be taken only for an amount not exceeding
50% of the duty paid on such capital goods in the same financial year. The balance of CENVAT credit
may be taken in any financial year subsequent to the year in which the capital goods were received in
the factory or in the premises, if the capital goods, are in the possession of the manufacturer of final
products, or provider of output service in such subsequent years.

• Full CENVAT credit can be taken in the same financial year if such capital goods are cleared as such in
the same financial year or where an assessee is eligible to avail of the exemption under a notification
based on the value of clearances in a financial year.

• In case of spare parts, components, moulds and dies, refractory materials and grinding wheels etc., the
balance credit can be availed in subsequent year, even if they are not in possession of the manufacturer
or the output service provider.

• The CENVAT credit on inputs or capital goods shall be allowed even if any inputs as such or after being
partially processed or capital goods as such are sent to a job worker and from there subsequently sent
to another job worker and likewise, for further processing, testing, repairing, re-conditioning or for the
manufacture of intermediate goods necessary for the manufacture of final products or any other purpose,
and it is established from the records, challans or memos or any other document produced by the
manufacturer or the provider of output service taking the CENVAT credit that the inputs or the products
produced therefrom are received back by the manufacturer or the provider of output service, as the
case may be, within 180 days [2 years in case of capital goods] of their being sent from the factory or
premises of the provider of output service, as the case may be:

• Provided that credit shall also be allowed even if any inputs or capital goods are directly sent to a job
worker without their being first brought to the premises of the manufacturer or the provider of output
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service, as the case may be, and in such a case, the period of 180 days [ 2 years in case of capital goods] shall
be counted from the date of receipt of the inputs or capital goods by the job worker;

• If the inputs or capital goods, as the case may be, are not received back within the time specified under
sub-clause (i) or (ii), as the case may be, by the manufacturer or the provider of output service, the
manufacturer or the provider of output service shall pay an amount equivalent to the CENVAT credit
attributable to the inputs or capital goods, as the case may be, by debiting the CENVAT credit or otherwise,
but the manufacturer or the provider of output service may take the CENVAT credit again when the
inputs or capital goods, as the case may be, are received back in the factory or in the premises of the
provider of output service.”;

• The CENVAT credit shall also be allowed in respect of jigs, fixtures, moulds and dies sent by a
manufacturer of final products toanother manufacturer for the production of goods or a job worker for
the production of goods on his behalf, according to his specifications.

• The Deputy Commissioner of Central Excise or the Assistant Commissioner of Central Excise having
jurisdiction over the factory of the manufacturer of the final products who has sent the input or partially
processed inputs outside his factory to a job-worker may, by an order, which shall be valid for a financial
year, in respect of removal of such input or partially processed input, and subject to such conditions as
he may impose allow final products to be cleared from the premises of the job-worker.

• The CENVAT credit in respect of input service shall be allowed, on or after the day on which the invoice,
bill or, as the case may be, challan referred to in rule 9 is received. However, that in respect of input
service where whole or part of the service tax is liable to be paid by the recipient of service, credit of
service tax payable by the service recipient shall be allowed after such service tax is paid.

•  “Provided further that in case the payment of the value of input service and the service tax paid or
payable as indicated in the invoice, bill or, as the case may be, challan is not made within three months
of the date of the invoice, bill or, as the case may be, challan, the manufacturer or the service provider
who has taken credit on such input service, shall pay an amount equal to the CENVAT credit availed on
such input service, except an amount equal to the CENVAT credit of the tax that is paid by the manufacturer
or the service provider as recipient of service, and in case the said payment is made, the manufacturer
or output service provider, as the case may be, shall be entitled to take the credit of the amount equivalent
to the CENVAT credit paid earlier subject to the other provisions of these rules.

• With effect from 1 March 2015, CENVAT credit of input, capital goods or input services has to be taken
within a period of one year from the date of issue of invoice/ challan/ other specified documents under
Rule 9(1) of the Credit Rules.

Rule 5: Refund of CENVAT Credit.

It provides for the refund of CENVAT credit to a manufacturer who clears a final product or an intermediate
product for export without payment of duty under bond or letter of undertaking, or a service provider who
provides an output service which is exported without payment of service tax, shall be allowed refund of
CENVAT credit as determined by the following formula subject to conditions and limitations, as may be specified
by the Board by notification:

(Export Turnover of goods + Export Turnover of services)
Refund Amount = ------------------------------------------------------------------------------- x Net CENVAT Credit

Total Turnover

Where, -

(A) “Refund amount” means the maximum refund that is admissible;

(B) “Net CENVAT credit” means total CENVAT credit availed on inputs and input services by the manufacturer
or the output service provider reduced by the amount reversed in terms of sub-rule (5C) of rule 3,
during the relevant period;

(C) “Export turnover of goods” means the value of final products and intermediate products cleared
during the relevant period and exported without payment of Central Excise duty under bond or letter of
undertaking;

(D) “Export turnover of services” means the value of the export service calculated in the following manner,
namely :-
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Export turnover of services = payments received during the relevant period for export services + export
services whose provision has been completed for which payment had been received in advance in any
period prior to the relevant period - advances received for export services for which the provision of
service has not been completed during the relevant period;

(E) “Total turnover” means sum total of the value of -

(a) all excisable goods cleared during the relevant period including exempted goods, dutiable goods
and excisable goods exported;

(b) export turnover of services determined in terms of clause (D) of sub-rule (1) above and the value
of all other services, during the relevant period; and

(c) all inputs removed as such under sub-rule (5) of rule 3 against an invoice, during the period for
which the claim is filed.

Rule 5A- Refund of CENVAT credit to units in specified areas: It provides for refund of CENVAT credit to
units in specified areas, i.e, areas where utilization of CENVAT credit on manufacture of final products
specified in notification No. 20/2007-Central Excise, dated the 25th April, 2007, is not possible.

Rule 5B- Refund of CENVAT credit to service providers providing services taxed on reverse charge
basis: It provides for refund of CENVAT credit to service providers providing services taxed on reverse
charge basis subject to limitations and conditions notified by the Board in the behalf.

Rule 6- Obligation of a manufacturer or producer of final products and a provider of output service: It
provides that credit shall not be allowed on so much of the input or input services as used in or in
relation to the manufacture of exempted goods and their clearance upto the place of removal or for
provision of exempted services. However, it shall not apply to a job worker referred to in Rule 12AA of
the Central Excise Rules, 2002.

Where a manufacturer or provider of output service avails of CENVAT credit in respect of any inputs or
input services and manufactures such final products or provides such output service which are chargeable
to duty or tax as well as exempted goods or services, then, the manufacturer or provider of output
service shall maintain separate accounts for exempted and taxable goods or output services in respect
of -

(a) the receipt, consumption and inventory of inputs used–

(i) in or in relation to the manufacture ;

(ii) for the provision of services; and (b)the receipt and use of input services —

(i) in or in relation to the manufacture and clearance upto the place of removal ;

(ii) for the provision of services;

and shall take CENVAT credit only on inputs used in manufacture or provision of taxable goods or
services.

Where the manufacturer of goods or the provider of output service, opts not to maintain separate
accounts, he shall follow any one of the following options :-

(i) pay an amount equal to 6% of value of the exempted goods and exempted services; or

(ii) pay an amount as determined under Rule 6 (3A); or

(iii) maintain separate accounts for the receipt, consumption and inventory of inputs as provided
above and take CENVAT credit only on inputs used in manufacture or provision of taxable
goods or services and pay an amount as determined under sub-rule (3A) in respect of
input services.

Rule 7- Manner of distribution of credit by input service distributor : It provides that the input service
distributor may distribute the CENVAT credit in respect of the service tax paid on the input service to its
manufacturing units or units providing output service, subject to the following conditions:

(a) the credit distributed against a document referred to in Rule 9 does not exceed the amount of
service tax paid thereon;
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(b) credit of service tax attributable to service used in a unit exclusively engaged in manufacture of
exempted goods or providing of exempted services shall not be distributed;

(c) credit of service tax attributable to service used wholly in a unit shall be distributed only to that
unit; and

(d) credit of service tax attributable to service used in more than one unit shall be distributed pro rata
on the basis of the turnover during the relevant period of the concerned unit to the sum total of
the turnover of all the units to which the service relates during the same period.

Rule 7A - Distribution of credit on inputs by the office or any other premises of output service provider:
It provides that a provider of output service shall be allowed to take credit on inputs and capital goods
received, on the basis of an invoice or a bill or a challan issued by an office or premises of the said
provider of output service, which receives invoices, issued in terms of the provisions of the Central
Excise Rules, 2002, towards the purchase of inputs and capital goods.

Rule 8 - Storage of input outside the factory of the manufacturer: It provides that the Deputy Commissioner
of Central Excise or the Assistant Commissioner of Central Excise, having jurisdiction over the factory
of a manufacturer of the final products may, in exceptional circumstances having regard to the nature of
the goods and shortage of storage space at the premises of such manufacturer, by an order, permit
such manufacturer to store the input in respect of which CENVAT credit has been taken, outside such
factory, subject to such limitations and conditions as he may specify.

Rule 9: Documents and accounts: It specifies the documents on the basis of which the CENVAT credit shall
be taken by the manufacturer or the provider of output service or input service distributor.

Further, The CENVAT credit in respect of input or capital goods purchased from a first stage dealer or
second stage dealer shall be allowed only if such dealer has maintained records indicating the fact that
the input or capital goods was supplied from the stock on which duty was paid by the producer of such
input or capital goods and only an amount of such duty on pro rata basis has been indicated in the
invoice issued by him.

The manufacturer of final products or the provider of output service shall maintain proper records for
the receipt, disposal, consumption and inventory of the input and capital goods and records for the
receipt and consumption of the input services in which the relevant information regarding the value,
duty paid, CENVAT credit taken and utilized, the person from whom the input or capital goods have
been procured is recorded and the burden of proof regarding the admissibility of the CENVAT credit
shall lie upon the manufacturer or provider of output service taking such credit.

The manufacturer of final products shall submit within 10 days from the close of each month to the
Superintendent of Central Excise, a monthly return and where a manufacturer is availing exemption
under a notification based on the value or quantity of clearances in a financial year, he shall file a
quarterly return within 10 days after the close of the quarter to which the return relates.

A first stage dealer or a second stage dealer shall submit a Return within 15 days from the close of each
quarter of a year to the Superintendent of Central Excise.

The provider of output service availing CENVAT credit, shall submit a half yearly return in form ST – 3,
by the end of the month following the particular quarter or half year.

The input service distributor, shall furnish a half yearly return, giving the details of credit received and
distributed during the said half year to the Superintendent of Central Excise, not later than the last day
of the month following the half year period.

The provider of output service, availing CENVAT credit or the input service distributor as the case may
be, may submit a revised return to correct a mistake or omission within a period of 60 days from the
date of submission of the return.

RULE 9A - Information relating to principal inputs: A manufacturer of final products shall furnish to the
Superintendent of Central Excise, annually by 30thApril of each Financial Year, a declaration in the
Form ER - 5 in respect of each of the excisable goods manufactured or to be manufactured by him, the
principal inputs and the quantity of such principal inputs required for use in the manufacture of unit
quantity of such final products.

Further, a manufacturer of final products shall submit, within 10 days from the close of each month, to
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the Superintendent of Central Excise, a monthly return in the Form ER - 6 in respect of information regarding the
receipt and consumption of each principal inputs with reference to the quantity of final products manufac-
tured by him. Every assessee shall file electronically, the declaration or the return, as the case may be,
specified in this rule.

Rule 10 - Transfer of CENVAT credit: It provides that if a manufacturer of the final products shifts his factory
to another site or the factory is transferred on account of change in ownership or on account of sale,
merger, amalgamation, lease or transfer of the factory to a joint venture with the specific provision for
transfer of liabilities of such factory, then, the manufacturer shall be allowed to transfer the CENVAT
credit lying unutilized in his accounts to such transferred, sold, merged, leased or amalgamated factory.

If a provider of output service shifts or transfers his business on account of change in ownership or on
account of sale, merger, amalgamation, lease or transfer of the business to a joint venture with the
specific provision for transfer of liabilities of such business, then, the provider of output service shall be
allowed to transfer the CENVAT credit lying unutilized in his accounts to such transferred, sold, merged,
leased or amalgamated business.

The transfer of the CENVAT credit shall be allowed only if the stock of inputs as such or in process, or
the capital goods is also transferred along with the factory or business premises to the new site or
ownership and the inputs, or capital goods, on which credit has been availed of are duly accounted for
to the satisfaction of the Deputy Commissioner of Central Excise or, as the case may be, the Assistant
Commissioner of Central Excise.

Rule 10A - Transfer of CENVAT credit of additional duty leviable under sub-section (5) of section 3 of
the Customs Tariff Act: (1) A manufacturer or producer of final products, having more than one registered
premises, for each of which registration under the Central Excise Rules, 2002 has been obtained on the
basis of a common Permanent Account Number under the Income-tax Act, 1961, may transfer unutilised
CENVAT credit of additional duty leviable under sub-section (5) of section 3 of the Customs Tariff Act,
lying in balance with one of his registered premises at the end of a quarter, to his other registered
premises by—

(i) making an entry for such transfer in the documents maintained under rule 9;

(ii) issuing a transfer challan containing registration number, name and address of the registered
premises transferring the credit and receiving such credit, the amount of credit transferred and
the particulars of such entry as mentioned in clause (i), and such recipient premises may take
CENVAT credit on the basis of the transfer challan.

The manufacturer or producer is also required to submit the monthly return, as specified under these
rules, separately in respect of transferring and recipient registered premises.

Rule 11 - Transitional provision: When a manufacturer opts for exemption from whole of excise duty under
a Notification based on value of clearances in a financial year and who has been taking and who has
been taking CENVAT credit on inputs or input services before such option is exercised, shall be required
to pay an amount equivalent to the CENVAT credit, if any, allowed to him in respect of inputs lying in
stock or in process or contained in final products lying in stock on the date when such option is exercised
and after deducting the said amount from the balance, if any, lying in his credit, the balance, if any, still
remaining shall lapse and shall not be allowed to be utilized for payment of duty on any excisable
goods, whether cleared for home consumption or for export.

 A manufacturer or producer of a final product shall be required to pay an amount equivalent to the
CENVAT credit, if any, taken by him in respect of inputs received for use in the manufacture of the said
final product and is lying in stock or in process or is contained in the final product lying in stock, if,-

(i) he opts for exemption from whole of the duty of excise leviable on the said final product
manufactured or produced by him under a notification issued under section 5A of the Act; or

(ii) the said final product has been exempted absolutely under section 5A of the Act, and after deducting
the said amount from the balance of CENVAT credit, if any, lying in his credit, the balance, if any,
still remaining shall lapse and shall not be allowed to be utilized for payment of duty on any other
final product whether cleared for home consumption or for export, or for payment of service tax
on any output service, whether provided in India or exported.

A provider of output service shall be required to pay an amount equivalent to the CENVAT credit,
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if any, taken by him in respect of inputs received for providing the said service and is lying in stock or is
contained in the taxable service pending to be provided, when he opts for exemption from payment
of whole of the service tax

Rule 12- Special dispensation in respect of inputs manufactured in factories located in specified areas of
North East region, Kutch district of Gujarat, State of Jammu and Kashmir and State of Sikkim.: It
provides for special dispensation in respect of inputs manufactured in factories located in specified areas
of North East region, Kutch district of Gujarat, State of Jammu and Kashmir and State of Sikkim.

Rule 12A- Procedure and facilities for large tax payer: A large tax payer may remove inputs, except motor
spirit, commonly known as petrol, high speed diesel and light diesel oil or capital goods, as such, on
which CENVAT credit has been taken, without payment of an amount specified in sub-rule (5) of rule 3
of these rules, under the cover of a transfer challan or invoice, from any of his registered premises to his
other registered premises, other than a premises of a first or second stage dealer, for further use in the
manufacture or production of final products in recipient premises subject to condition that -

(a) the final products are manufactured or produced using the said inputs and cleared on payment of
appropriate duties of excise leviable thereon within a period of 6 months, from the date of receipt
of the inputs in the recipient premises; or

(b) the final products are manufactured or produced using the said inputs and exported out of India,
under bond or letter of undertaking within a period of 6 months, from the date of receipt of the
input goods in the recipient premises, and that any other conditions prescribed by the
Commissioner of Central Excise, Large Tax payer Unit in this regard are satisfied.

Rule 12AAA- Power to impose restrictions in certain types of cases : Notwithstanding anything contained
in these Rules, where the Central Government, having regard to the extent of misuse of CENVAT credit,
nature and type of such misuse and such other factors as may be relevant, is of the opinion that in order
to prevent the misuse of the provisions of CENVAT credit, it is necessary in the public interest to provide
for certain measures including restrictions on a manufacturer, registered importer,, first stage and second
stage dealer or an exporter, may by a notification in the Official Gazette, specify nature of restrictions
including restrictions on utilization of CENVAT credit and suspension of registration in case of a dealer
and type of facilities to be withdrawn and procedure for issue of such order by an officer authorized by
the Board.

Rule 13 - Power of Central Government to notify goods for deemed CENVAT credit: Notwithstanding
anything contained in Rule 3, the Central Government may, by notification, declare the input or input
service on which the duties of excise, or additional duty of customs or service tax paid, shall be deemed
to have been paid at such rate or equivalent to such amount as may be specified in that notification and
allow CENVAT credit of such duty or tax deemed to have been paid in such manner and subject to such
conditions as may be specified in that notification even if, in the case of input, the declared input, or in
the case of input service, the declared input service, as the case may be, is not used directly by the
manufacturer of final products, or as the case may be, by the provider of output service, declared in that
notification, but contained in the said final products, or as the case may be, used in providing the output
service.

RULE 14. Recovery of CENVAT credit wrongly taken or erroneously refunded. —

(1) (i) Where the CENVAT credit has been taken wrongly but not utilised, the same shall be recovered
from the manufacturer or the provider of output service, as the case may be, and the provisions
of section 11A of the Excise Act or section 73 of the Finance Act, 1994 (32 of 1994), as the case
may be, shall apply mutatis mutandis for effecting such recoveries;

(ii) Where the CENVAT credit has been taken and utilised wrongly or has been erroneously refunded,
the same shall be recovered along with interest from the manufacturer or the provider of output
service, as the case may be, and the provisions of sections 11A and 11AA of the Excise Act or
sections 73 and 75 of the Finance Act, 1994, as the case may be, shall apply mutatis mutandis
for effecting such recoveries.

(2) For the purposes of sub-rule (1), all credits taken during a month shall be deemed to have been taken
on the last day of the month and the utilisation thereof shall be deemed to have occurred in the following
manner, namely: -

(i) the opening balance of the month has been utilised first;
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 (ii) credit admissible in terms of these rules taken during the month has been utilised next;

 (iii) credit inadmissible in terms of these rules taken during the month has been utilised thereafter.

RULE 15- Confiscation and penalty:

(1) If any person, takes or utilises CENVAT credit in respect of input or capital goods or input services,
wrongly or in contravention of any of the provisions of these rules, then, all such goods shall be liable to
confiscation and such person, shall be liable to a penalty in terms of section 11AC of the Excise Act or
of section 76 of the Finance Act (32 of 1994), as the case may be.

(2) In a case, where the CENVAT credit in respect of input or capital goods or input services has been
taken or utilised wrongly by reason of fraud, collusion or any wilful mis-statement or suppression of
facts, or contravention of any of the provisions of the Excise Act, or of the rules made thereunder with
intent to evade payment of duty, then, the manufacturer shall also be liable to pay penalty in terms of the
provisions of of section 11AC of the Excise Act.

(3) In a case, where the CENVAT credit in respect of input or capital goods or input services has been
taken or utilised wrongly by reason of fraud, collusion or any wilfulmis-statement or suppression of
facts, or contravention of any of the provisions of these rules or of the Finance Act or of the rules made
thereunder with intent to evade payment of service tax, then, the provider of output service shall also be
liable to pay penalty in terms of the provisions of sub-section (1) of section 78”of the Finance Act.

(4) Any order under sub-rule (1), sub-rule (2) or sub-rule (3) shall be issued by the Central Excise Officer
following the principles of natural justice.

RULE 15A- General penalty: Whoever contravenes the provisions of these rules for which no penalty has
been provided in the rules, he shall be liable to a penalty which may extend to five thousand rupees.

SETTLEMENT OF INDIRECT TAX CASES BY CUSTOMS AND CENTRAL EXCISE SETTLEMENT
COMMISSION

SECTION 32E . Application for settlement of cases. —

(1) An assessee may, in respect of a case relating to him, make an application, before adjudication, to the
Settlement Commission to have the case settled, in such form and in such manner as may be prescribed
and containing a full and true disclosure of his duty liability which has not been disclosed before the
Central Excise Officer having jurisdiction, the manner in which such liability has been derived, the
additional amount of excise duty accepted to be payable by him and such other particulars as may be
prescribed including the particulars of such excisable goods in respect of which he admits short levy on
account of misclassification, under-valuation, inapplicability of exemption notification or Cenvat credit
or otherwise and any such application shall be disposed of in the manner hereinafter provided:

Provided that no such application shall be made unless, —

(a) the applicant has filed returns showing production, clearance and Central excise duty paid in the
prescribed manner;

(b) a show cause notice for recovery of duty issued by the Central Excise Officer has been received
by the applicant;

(c) the additional amount of duty accepted by the applicant in his application exceeds three lakh
rupees; and

(d) the applicant has paid the additional amount of excise duty accepted by him along with interest
due under section 11AB :

Provided further that no application shall be entertained by the Settlement Commission under this sub-
section in cases which are pending with the Appellate Tribunal or any court:

Provided also that no application under this sub-section shall be made for the interpretation of the
classification of excisable goods under the Central Excise Tariff Act, 1985 (5 of 1986).

(1A) Notwithstanding anything contained in sub-section (1), where an application was made under sub-
section (1), before the 1st day of June, 2007 but an order under sub-section (1) of section 32F has not
been made before the said date or payment of amount so ordered by the Settlement Commission under
sub-section (1) of section 32F has not been made, the applicant shall within a period of thirty days from
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the 1st day of June, 2007, pay the accepted duty liability failing which his application shall be liable to be
rejected.

(2) Where any excisable goods, books of accounts, other documents have been seized under the provisions
of this Act or rules made thereunder, the assesseeshall not be entitled to make an application under
sub-section (1), before the expiry of one hundred and eighty days from the date of the seizure.

(3) Every application made under sub-section (1) shall be accompanied by such fees as may be prescribed.

(4) An application made under sub-section (1) shall not be allowed to be withdrawn by the applicant.

SECTION 32F . Procedure on receipt of an application under section 32E. —

(1) On receipt of an application under sub-section (1) of section 32E, the Settlement Commission shall,
within seven days from the date of receipt of the application, issue a notice to the applicant to explain in
writing as to why the application made by him should be allowed to be proceeded with, and after taking
into consideration the explanation provided by the applicant, the Settlement Commission, shall, within
a period of fourteen days from the date of the notice, by an order, allow the application to be proceeded
with, or reject the application as the case may be, and the proceedings before the Settlement Commission
shall abate on the date of rejection :

Provided that where no notice has been issued or no order has been passed within the aforesaid period
by the Settlement Commission, the application shall be deemed to have been allowed to be proceeded
with.

(2) A copy of every order under sub-section (1), shall be sent to the applicant and to the Commissioner of
Central Excise having jurisdiction.

(3) Where an application is allowed or deemed to have been allowed to be proceeded with under sub-
section (1), the Settlement Commission shall, within seven days from the date of order under sub-
section (1), call for a report along with the relevant records from the Commissioner of Central Excise
having jurisdiction and the Commissioner shall furnish the report within a period of thirty days of the
receipt of communication from the Settlement Commission :

Provided that where the Commissioner does not furnish the report within the aforesaid period of thirty
days, the Settlement Commission shall proceed further in the matter without the report of the
Commissioner.

(4) Where a report of the Commissioner called for under sub-section (3) has been furnished within the
period specified in that sub-section, the Settlement Commission may, after examination of such report,
if it is of the opinion that any further enquiry or investigation in the matter is necessary, direct, for
reasons to be recorded in writing, the Commissioner (Investigation) within fifteen days of the receipt of
the report, to make or cause to be made such further enquiry or investigation and furnish a report within
a period of ninety days of the receipt of the communication from the Settlement Commission, on the
matters covered by the application and any other matter relating to the case :

Provided that where the Commissioner (Investigation) does not furnish the report within the aforesaid
period, the Settlement Commission shall proceed to pass an order under sub-section (5) without such
report.

(5) After examination of the records and the report of the Commissioner of Central Excise received under
sub-section (3), and the report, if any, of the Commissioner (Investigation) of the Settlement Commission
under sub-section (4), and after giving an opportunity to the applicant and to the Commissioner of
Central Excise having jurisdiction to be heard, either in person or through a representative duly authorised
in this behalf, and after examining such further evidence as may be placed before it or obtained by it, the
Settlement Commission may, in accordance with the provisions of this Act, pass such order as it thinks
fit on the matters covered by the application and any other matter relating to the case not covered by the
application, but referred to in the report of the Commissioner of Central Excise and Commissioner
(Investigation) under sub-section (3) or sub-section (4).

(6) An order under sub-section (5) shall not be passed in respect of an application filed on or before the
31st day of May, 2007, later than the 29th day of February, 2008 and in respect of an application made
on or after the 1st day of June, 2007, after nine months from the last day of the month in which the
application was made, failing which the settlement proceedings shall abate, and the adjudicating authority
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before whom the proceeding at the time of making the application was pending, shall dispose of the case in
accordance with the provisions of this Act as if no application under section 32E had been made.

Provided that the period specified under this sub- section may, for reasons to be recorded in writing, be
extended by the Settlement Commission for a further period not exceeding three months.

(7) Subject to the provisions of section 32A, the materials brought on record before the Settlement
Commission shall be considered by the Members of the concerned Bench before passing any order
under sub-section (5) and, in relation to the passing of such order, the provisions of section 32D shall
apply.

(8) The order passed under sub-section (5) shall provide for the terms of settlement including any demand
by way of duty, penalty or interest, the manner in which any sums due under the settlement shall be paid
and all other matters to make the settlement effective and in case of rejection contain the reasons
therefore and it shall also provide that the settlement shall be void if it is subsequently found by the
Settlement Commission that it has been obtained by fraud or misrepresentation of facts :

Provided that the amount of settlement ordered by the Settlement Commission shall not be less than
the duty liability admitted by the applicant under section 32E.

(9) Where any duty, interest, fine and penalty payable in pursuance of an order under sub-section (5) is not
paid by the assessee within thirty days of receipt of a copy of the order by him, the amount which
remains unpaid, shall be recovered along with interest due thereon, as the sums due to the Central
Government by the Central Excise Officer having jurisdiction over the assessee in accordance with the
provisions of section 11.

(10) Where a settlement becomes void as provided under sub-section (8), the proceedings with respect to
the matters covered by the settlement shall be deemed to have been revived from the stage at which
the application was allowed to be proceeded with by the Settlement Commission and the Central Excise
Officer having jurisdiction may, notwithstanding anything contained in any other provision of this Act,
complete such proceedings at any time before the expiry of two years from the date of the receipt of
communication that the settlement became void.

SECTION 32H . Power of Settlement Commission to reopen completed proceedings. —

If the Settlement Commission is of the opinion (the reasons for such opinion to be recorded by it in
writing) that, for the proper disposal of the case pending before it, it is necessary or expedient to reopen
any proceeding connected with the case but which has been completed under this Act before application
for settlement under section 32E was made, it may, with the concurrence of the applicant, reopen such
proceeding and pass such order thereon as it thinks fit, as if the case in relation to which the application
for settlement had been made by the applicant under that section covered such proceeding also :

Provided that no proceeding shall be reopened by the Settlement Commission under this section after
the expiry of five years from the date of application.

Provided further that no proceeding shall be reopened by the Settlement Commission under this section
in a case where an application under section 32E is made on or after the 1st day of June, 2007.

SECTION 32 I . Powers and procedure of Settlement Commissions. —

(1) In addition to the powers conferred on the Settlement Commission under this Chapter, it shall have all
the powers which are vested in a Central Excise Officer under this Act or the rules made thereunder.

(2) Where an application made under section 32E has been allowed to be proceeded with under section
32F, the Settlement Commission shall, until an order is passed under sub-section [(5)] of section 32F,
have, subject to the provisions of sub-section [(4)] of that section, exclusive jurisdiction to exercise the
powers and perform the functions of any Central Excise Officer, under this Act in relation to the case.

(3) In the absence of any express direction by the Settlement Commission to the contrary, nothing in this
Chapter shall affect the operation of the provisions of this Act in so far as they relate to any matters
other than those before the Settlement Commission.

(4) The Settlement Commission shall, subject to the provisions of this Chapter, have power to regulate its
own procedure and the procedure of Benches thereof in all matters arising out of the exercise of its
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powers, or of the discharge of its functions, including the places at which the Benches shall hold their sittings.

SECTION 32K . Power of Settlement Commission to grant immunity from prosecution and penalty. —

(1) The Settlement Commission may, if it is satisfied that any person who made the application for settle-
ment under section 32E has co-operated with the Settlement Commission in the proceedings before it
and has made a full and true disclosure of his duty liability, grant to such person, subject to such condi-
tions as it may think fit to impose, immunity from prosecution for any offence under this Act [and also
either wholly or in part from the imposition of any penalty and fine] under this Act, with respect to the case
covered by the settlement:

Provided that no such immunity shall be granted by the Settlement Commission in cases where the
proceedings for the prosecution for any such offence have been instituted before the date of receipt of
the application under section 32E.

[Explanation. — For the removal of doubts, it is hereby declared that applications filed before the
Settlement Commission on or before the 31st day of May, 2007 shall be disposed of as if the amendment
in this section had not come into force.]

(2) An immunity granted to a person under sub-section (1) shall stand withdrawn if such person fails to pay
any sum specified in the order of the settlement passed under [sub-section (5) of section 32F within the
time specified in such order] or fails to comply with any other condition subject to which the immunity
was granted and thereupon the provisions of this Act shall apply as if such immunity had not been
granted.

(3) An immunity granted to a person under sub-section (1) may, at any time, be withdrawn by the Settlement
Commission, if it is satisfied that such person had, in the course of the settlement proceedings, concealed
any particular material to the settlement or had given false evidence, and thereupon such person may
be tried for the offence with respect to which the immunity was granted or for any other offence of which
he appears to have been guilty in connection with the settlement and shall also become liable to the
imposition of any penalty under this Act to which such person would have been liable, had no such
immunity been granted.

SECTION 32L . Power of Settlement Commission to send a case back to the Central Excise Officer. —

(1) The Settlement Commission may, if it is of opinion that any person who made an application for settlement
under section 32E has not co-operated with the Settlement Commission in the proceedings before it,
send the case back to the Central Excise Officer having jurisdiction who shall thereupon dispose of the
case in accordance with the provisions of this Act as if no application under section 32E had been
made.

(2) For the purpose of sub-section (1), the Central Excise Officer shall be entitled to use all the materials
and other information produced by the assessee before the Settlement Commission or the results of
the inquiry held or evidence recorded by the Settlement Commission in the course of the proceedings
before it as if such materials, information, inquiry and evidence had been produced before such Central
Excise Officer or held or recorded by him in the course of the proceedings before him.

(3) For the purposes of the time limit under section 11A and for the purposes of interest under section
11BB, in a case referred to in sub-section (1), the period commencing on and from the date of the
application to the Settlement Commission under section 32E and ending with the date of receipt by the
Central Excise Officer of the order of the Settlement Commission sending the case back to the Central
Excise Officer shall be excluded.

SECTION 32M . Order of settlement to be conclusive. —

Every order of settlement passed under sub-section [(5)] of section 32F shall be conclusive as to the
matters stated therein and no matter covered by such order shall, save as otherwise provided in this
Chapter, be reopened in any proceeding under this Act or under any other law for the time being in
force.

SECTION 32N . Recovery of sums due under order of settlement. —

Any sum specified in an order of settlement passed under sub-section [(5)] of section 32F may, subject
to such conditions if any, as may be specified therein, be recovered, and any penalty for default in
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making payment of such sum may be imposed and recovered as sums due to the Central Government in
accordance with the provisions under section 11 by the Central Excise Officer having jurisdiction over the
person who made the application for settlement under section 32E.

SECTION 32O . Bar on subsequent application for settlement in certain cases. —

(1) Where-

(i) an order of settlement passed under sub-section (7) of section 32F, as it stood immediately before the
commencement of section 122 of the Finance Act ,2007(22 of 2007) or sub- section 5 of section 32F,
provides for the imposition of a penalty on the person who made the application under section 32E for
settlement, on the ground of concealment of particulars of his duty liability; or

(ii) after the passing of an order of settlement under the said sub-section (7), as it stood immediately before
the commencement of section 122 of the Finance Act ,2007(22 of 2007) or sub- section 5 of section
32F, in relation to a case, such person is convicted of any offence under this Act in relation to that case;
or

(iii) the case of such person is sent back to the Central Excise Officer having jurisdiction by the Settlement
Commission under section 32L, then, he shall not be entitled to apply for settlement under section 32E
in relation to any other matter.

SERVICE TAX.

Chapter V of the Finance Act, 1994

SECTION 83 . Application of certain provisions of Act 1 of 1944. –

The provisions of the following sections of the Central Excise Act, 1944, as in force from time to time,
shall apply, so far as may be, in relation to service tax as they apply in relation to a duty of excise: -

Sections 9A, 9AA, 9B, 9C, 9D, 9E, 11B, 11BB, 11C, 12, 12A, 12B, 12C, 12D, 12E, 14,15, 31,32, 32A to
32P, 33A, 35EE, 34A, 35F, 35FF to 35O (both inclusive), 35Q, 35R, 36, 36A, 36B, 37A, 37B, 37C, 37D,
38A and 40
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INDIAN CUSTOMS LINDIAN CUSTOMS LINDIAN CUSTOMS LINDIAN CUSTOMS LINDIAN CUSTOMS LAAAAAWWWWW
1.0 INTRODUCTION

The Constitution of India (Article 265) lays down that no tax shall be levied or collected except by authority of
law. The law for the levy and collection of Customs duties is the Customs Act, 1962. This legislation has been
enacted by Parliament in exercise of the exclusive power vested in it under Article 246 read with Entry 83 of
List-I of the Seventh Schedule of the Constitution. The Customs Duties are major tax revenue for the Union
Government and constitute around 30% of its total tax revenues. It helps the Government to keep a check on
imports to and exports from the country.

2.0 DEFINITION OF CUSTOMS DUTY

Customs duty is a duty or tax, which is levied by Central Government on import as well as export of goods
from, India and collected from the importer or exporter of goods, but its incidence, is actually borne by the
consumer of the goods and not by the importer or the exporter who pays it. These duties are usually levied
with ad valorem rates and their base is determined by the domestic value of the imported goods calculated at
the official exchange rate. Similarly, export duties are imposed on export values expressed in domestic currency.

3.0 SCOPE & COVERAGE OF CUSTOMS LAW

The following two Acts, form part of Customs Law in India:

• The Customs Act, 1962: - It is the basic Act for levy and collection of customs duty in India. It contains
various provisions relating to imports and exports of goods and merchandize and baggage of persons arriving
in India. The purpose of Customs Act, 1962 is the prevention of illegal imports and exports of goods, to keep
a check on imports and exports and earn revenue. The Act extends to the whole of the India.

• The Customs Tariff Act, 1975: - The Customs Duty is levied on goods imported or exported from India at
the rates specified under the Customs Tariff Act, 1975. The Act contains two schedules for classification
and rate of duties for imports, and for classification and rates of duties for exports. The Schedule is
based on the internationally accepted Harmonised System of Nomenclature (HSN).

4.0 OBJECTIVES

The Custom Law was incorporated to achieve the following objectives: -

• Regulate import of foreign goods into India;

• Raise revenue;

• Regulate supply of goods into domestic market and conserve foreign exchange;

• Protect the domestic industry from foreign competition by restricting import of selected goods and services,
import licensing, import quotas, and outright import ban.

5.0 TYPES OF CUSTOMS DUTY

Customs duty includes duties that are imposed at the time of import and export of articles. The following are
various duties imposed by the customs law:

• Basic Customs Duty: - The rates of this duty are indicated in the Schedule-1 of the Customs Tariff Act,
1975 as amended from time to time. The duty may be fixed on ad-valorem basis or may be a percentage
of the value of the goods or at a specific rate. The Central Government has the power to reduce or
exempt any good from the duties.

• Additional (Countervailing) Duty (CVD): -This duty is leviable as additional duty on goods imported
into the country and the rate is equal to the excise duty on like articles produced in India. The base of this
additional duty is CIF (Cost, Insurance, and Freight) value of imports plus the duty levied earlier. CVD is
payable on assessable value plus basic customs duty. In case of products covered under Maximum
Retail Provisions, CVD is payable on MRP basis as per Sec 4A of Central Excise;

• Special CVD: - Special CVD is payable in lieu of VAT or Sales Tax on imported goods u/s 3(5) of Customs
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Tariff Act. Traders importing goods can get refund. Special CVD is not payable if goods are covered under MRP
valuation provisions.

• Cesses: - Cesses are leviable on some specified articles like coffee, coir, lac, mica,
tobacco(unmanufactured), marine products cashew kernels, etc. These cesses are collected as part of
Customs Duties.

An education cess @2%and secondary and higher education cess@1% of the aggregate duty of customs
was also leviable earlier. However now the same has been removed and a general Custom Duty rate has
been fixed at 12.5%.

• Anti-Dumping Duty: - It is leviable when manufacturer from abroad export goods at very low prices
compared to prices in his domestic market. In order to avoid such dumping, Central Government can
impose, u/s 9A of Customs Tariff Act, anti-dumping duty up to margin of dumping on such articles. Levy
of such anti-dumping duty is permissible as per WTO agreement. Anti dumping action can be taken only
when there is an Indian industry producing ‘like articles’.

Margin of dumping is the difference between normal value (i.e. sale price in importer’s country) and
export price (price at which goods are exported). ‘Injury margin’ means difference between fair selling
price of domestic industry and landed cost of imported products. Dumping duty is lower of dumping
margin or injury margin. CVD, Education cess and SAH education cess is not payable on anti-dumping
duty;

• Safeguard duty: - Central Government has the power to impose ‘safeguard duty’ on specified imported
goods which are being imported in large quantities and under such conditions that they are causing or
threatening to cause serious injury to domestic industry. Such duty is permissible under WTO agreement.
It is a step in providing a need-based protection to domestic industry, with ultimate objective of restoring
free and fair competition. However, safeguard duty leviable on goods imported from China in increased
quantities has been removed.

• National Calamity Contingent Duty(NCCD): It has been imposed vide Sec. 129 of Finance Act, 2001.
This duty is imposed on specified articles. It varies from 10% to 45%;

General Computation of Custom Duty

Sl. No. Particulars Rate

(1) Assessable Value

(2) Basic Customs Duty % of (1)

(3) Additional Duty of Customs u/s 3(1) of CTA’ 1975 % of (1) + (2)

(4) Customs Duty Cess % of (2) + (3)

(5) Special Additional Duty u/s 3(5)  of CTA’ 1975 % of (1) to (4)

(6) Total Tax Total (2) to (5)

6.0 VALUATION RULE OF IMPORTED GOODS

Customs duty is payable as a percentage of ‘Value’ often called ‘Assessable Value’ or ‘Customs Value’. As per
Section 14(1), transaction value at the time and place of importation or exportation, when price is sole
consideration and buyer and sellers are unrelated is the basic criteria for ‘value’ u/s 14(1) of Customs Act.
Thus, CIF value of the transaction is relevant. Further, Exchange rate as applicable on date of presentation of
bill of entry u/s 46 should be considered.

Rule 3(1) of the Valuation Rules states that the value of the imported goods shall be the transaction value
adjusted in accordance with the provisions of Rule 10, subject to the certain conditions. Thus, transaction
value should be taken when the buyer and seller are not related and Price is the sole consideration for the
sale. As per rule 3(2) of Valuation Rules, conditions for accepting transaction value are:

• There should be no restriction on buyer for disposal, disposition or use of goods by the buyer;

• Sale or price should not be subject to a condition or consideration for which value cannot be determined;
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• No parts of the proceeds or any subsequent resale, disposal or use of the goods should accrue to the
seller;

• Buyer and seller should not be related unless the transaction value is acceptable under rule 3(3).

Rule 10 of the Valuation Rules, provides for adjustment in the transaction value. As per Rule 10(2) the
following shall be included in the value of imported goods: -

• Actual cost of transport of the imported goods to the place of importation: If actual cost unascertainable,
such cost shall be 20% of  FOB value of the goods.

• Actual cost of Insurance incurred: If actual cost unascertainable, such cost shall be 1.125% of FOB
value of the goods.

• Loading, unloading and handling charges: are always deemed to be equal to 1% of CIF value i.e. 1% of
[FOB value + Cost of Transport + Cost of Insurance]. Thus, CIF value of goods plus 1% landing charges
(for loading, unloading and handling) is the basis for deciding ‘Assessable Value’.

• Let us take an illustration of computation of transaction value where the value of Imports (DDP) is INR
150/- which includes custom duty INR 20/, loading/unloading charges of INR 10/ - and domestic transport
cost of INR 20/ -

Computation of Transaction Value after adjustment under Rule 10

Particulars Amount(in INR)
Value of Goods 150

Less: Loading/ unloading Charges 10

Less: Post importation charges [as per Interpretative Notes in Rule 13]

(a) Duties and taxes payable in India 20

(b) Domestic Transport Charges 20

Transaction Value (CIF Value) 100

Add : Adjustments under Rule 10 (2)

(a) Freight Charges – assumed that already included in CIF value -

(b) Insurance – assumed that already included in CIF value -

Loading, unloading and handling charges (1% of CIF value) 1

Transaction Value for the purpose of calculating custom duty 101

Further, the value of imported goods shall not include certain charges or costs, provided that they are
distinguished from the price actually paid or payable for the imported goods, such as:

• Charges for construction, erection, assembly, maintenance or technical assistance, undertaken after
importation on imported goods such as industrial plant, machinery or equipment;

• The cost of transport after importation;

• Duties and taxes in India.

The following cost are required to be added to the transaction value:

• the Commission to local agents;

• packing cost;

• value of goods and tooling’s supplied by buyer;

• Designs / engineering work done outside India;

• Royalty relating to imported goods, insurance, transportation upto port, ship demurrage.

Where transaction value cannot be the assessable value, then valuation should be done as per the Valuation
Rules (methods are to be applied sequentially): -
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• Transaction Value of Identical Goods [Rule 4]

• Transaction Value of Similar Goods [Rule 5]

• Deductive Value [Rule 7]

• Computed value i.e. cost of manufacture of goods plus profits [Rule 8]

• Residual method based on reasonable means and data available [Rule 9].

7 VALUATION RULE OF EXPORTED GOODS

Customs value of export goods is to be determined under section 14 of Customs Act, read with Customs
Valuation (Determination of Value of Export Goods), Rules, 2007. As per Section 14(1), transaction value at
the time and place of importation or exportation, when price is sole consideration and buyer and sellers are
unrelated is the basic criteria for ‘value’ u/s 14(1) of Customs Act. Thus, FOB value of the transaction is
relevant.

Exchange rate as applicable on date of presentation of a shipping bill or bill of export u/s 50 should be
considered.

Normally, the transaction value is taken as the Assessable Value. But, if the buyer or seller are related or price
is not the sole consideration, value of the goods will be determined as per Valuation Rules. The methods for
valuation are: –

• Export value by comparison [Rule 4]

• Computed value Method[Rule 5]

• Residual method [Rule 6]

8 VALUATION FOR CVD WHEN GOODS ARE UNDER MAXIMUM RETAIL PRICE (MRP) PROVISIONS

In respect of some consumer goods, excise duty is payable on basis of MRP printed on the carton. If such
goods are imported, CVD will be payable on basis of MRP printed on the packing. However, it has been
clarified by DGFT vide policy circular No. 38(RE-2000)/1997-2002 dated 22-01-2001 that labelling requirements
for pre-packed commodities are applicable only when they are intended for retail sale. These are not applicable
to raw materials, components, bulk imports etc. which will undergo further processing or assembly before they
are sold to consume.

9.0 OTHER PROVISIONS IN CUSTOMS LAW

Capital goods and spares can be imported under ‘project imports’ at concessional/Nil rate of customs duty.

Remission can be obtained on goods lost (other than pilferage) in port. No remission shall be allowed after the
goods are cleared from customs. In case of pilferage it should be before order for clearance is made. Duty on
pilfered goods is payable by customs authorities. Title of imported goods can be relinquished and then no
customs duty will be payable. This is ‘remission on relinquished goods’. Title can be relinquished even after
imported goods are warehoused. If imported goods are in damaged condition, abatement can be obtained in
customs duty.

Goods exported can be re-imported. Such goods are considered as normal imports and customs duty is
payable on such re-imports, subject to certain exemptions.

A show cause notice (SCN) for recovery of duty is required to be issued in cases where duty on goods has not
been levied or paid or has been short levied or short paid or refunded erroneously, or any interest has not
been paid, or short-paid, or erroneously refunded. Such SCN can be issued within 5 years from the relevant
date where duty is not paid by the importer for reasons such as collusion, willful misstatement, or suppression
of facts, else the SCN is required to be issued within 2 years from the relevant date. Demand for recovery of
customs duty can be made within 6 months. In case of imports by individuals, Government or charitable
institutions, show cause notice for demand can be issued within one year. Interest is payable for delayed
payment of customs duty. Recovery procedures are prescribed in section 142 of Customs Act, which has
been made applicable to Central Excise also.

Refund claim for customs duty can be made within 6 months. In case of imports by individuals, Government or
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charitable institutions, refund claim can be filed within one year. Refund would be subject to unjust enrichment
provisions. Central Government can prohibit or restrict imports and exports of goods u/s 11 of Customs Act.

Besides, there are other restrictions under other Acts like FTDR, Ancient Monument Preservation, Environment
Control Legislation, Hazardous substances, Arms Act etc. which are required to be abided by.

An importer or exporter can transact business of imports and exports either himself or through his employees.
However, generally, it is not possible as it requires expertise in procedures. Hence, Customs House Agent
(CHA) is usually appointed by importer/ exporter. Section 146 of Customs Act provide for license to persons to
carry on business as an agent relating to import or export of goods or entry/ departure of conveyance.

Imported goods can be kept in customs warehouse (public or private) without payment of customs duty. Bond
has to be executed while clearing goods from port to warehouse. Goods can be kept in warehouse

up to 1 year awaiting receipt of import authorization or when imported goods are not immediately required for
consumption. Interest is payable for warehousing beyond 90 days, @ 15%. Goods intended for use in any
100% Export Oriented Unit (EOU) can also be warehoused.

Normal warehousing period for inputs used in EOU is till their consumption or clearance from the warehouse
for and for capital goods used in EOU, it is till their clearance from the warehouse. Goods can be manufactured
in warehouse and exported without payment of customs duty. This facility is useful to EOU. Warehoused
goods can be (a) Cleared on payment of duty (b) Cleared for export without payment of duty or (c) transferred
to another warehouse without payment of duty.
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GST REFERENCERGST REFERENCERGST REFERENCERGST REFERENCERGST REFERENCER
The Goods and Services Tax (GST) will be a significant breakthrough and the next logical step towards a
comprehensive indirect tax reform in the country.

Why Goods and Service Tax (GST)?

Despite the success of VAT in mitigating the cascading effect of taxation, there are still certain shortcomings
in the structure of VAT both at the Central and at the State level.

The shortcomings in CENVAT of the Government of India lies in non-inclusion of several Central taxes in
the overall framework of CENVAT, such as additional customs duty, surcharges, etc. Thus, there is non-
availability of benefits of comprehensive input tax and service tax set-off to manufacturers/dealers. No
step has yet been taken to capture the value-added chain in the distribution trade below the manufacturing
level in the existing scheme of CENVAT.

Further, there has not been any integration of VAT on goods with tax on services at the State level with
the removal of cascading effect of service tax. In addition, although the burden of Central Sales Tax
(CST) on inter-State movement of goods has been lessened with reduction of CST rate from 4% to 2%,
this burden has also not been fully phased out. Also, there are several taxes in the States, such as,
Luxury Tax, Entertainment Tax, etc. which have still not been subsumed in the VAT.

The introduction of GST will subsume all major Central and State indirect taxes (subject to certain
exceptions) into one tax rate, i.e., GST. It shall integrate all goods and service taxes for  set-off relief, and
hence a continuous chain of set-off from the original producer’s and service provider’s point upto the
retailer’s level would be established which would eliminate the burden of all cascading effects.

It may also result in revenue gain for the Centre: -

• through widening of the dealer base by capturing value addition in the distributive trade, and

• through increased compliances.

What is Goods and Service Tax (GST)?

The idea of moving towards GST was first suggested by the then Union Finance Minister in his Budget
for Financial Year 2006-2007, and it was proposed that GST would come into effect from April 1, 2010.

GST is a tax on goods and services with comprehensive and continuous chain of set-off benefits. It is
essentially a tax only on value addition at each stage, and a supplier at each stage is permitted to take
set-off, through a tax credit mechanism. The GST paid on the purchase of goods and services shall be
available for set-off with the GST to be paid on the supply of goods and services. The final consumer will
thus bear only the GST charged by the last dealer in the supply chain, with     set-off benefits at all the
previous stages.

Understanding GST

GST is a destination-based Consumption Tax. It applies to all supplies of goods/services (as against
manufacture, sale, or provision of service) made for a consideration except: -

• Exempted Goods/Services

• Goods/Services outside the purview of GST

• Transactions below the threshold limits stated in the Act.

CGST & SGST shall be levied on intra-State supplies of goods/ services in India. On the other hand,
IGST will be levied and collected by the Centre and is applicable in the following cases: -

• Inter-State supplies of goods / services in India

• Inter-state stock transfers of goods

• Import of goods / services
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• Export of goods / services (if made on payment of GST under claim of rebate)

Various Taxes Subsumed Under GST

The following taxes have been subsumed under GST: -

Central Taxes State Taxes

Central Excise Duty, Additional Excise Duty VAT/Sales Tax/CST

Excise Duty under Medicinal Entertainment Tax (not levied by local
& Toiletries Preparation Act bodies), Luxury Tax

Additional Customs Duty (i.e., CVD) Taxes on lottery, betting, and gambling.

Special Additional Customs Duty (i.e., SAD) Entry Tax in lieu of Octroi

Service Tax Purchase Tax

Surcharges & Cesses Surcharges & Cesses

* Non-inclusion: - Major Fuels, Alcohol for human consumption, Stamp Duty, Property Taxes, Vehicle
Tax, Electricity Duty, Several Cesses.

* GST on petroleum crude, high speed diesel, motor spirit (commonly known as petrol), natural gas &
aviation turbine fuel to be levied from a later date on recommendations of the GST Council.

* Tobacco Products have been included under the purview of GST. (Centre may be allowed to levy excise
duty on tobacco products over and above GST without ITC.)

Salient Features of GST

• GST would be applicable on “supply” of goods or services as against the present concept of tax on
the manufacture of goods or on sale of goods or on provision of services.

• The GST shall have two components: - one levied by the Centre (hereinafter referred to as CGST),
and the other levied by the States (hereinafter referred to as SGST). Rates for CGST and SGST
would be prescribed appropriately, reflecting revenue considerations and acceptability. This dual
GST model would be implemented through multiple statutes (one for CGST and the other for SGST).

• A threshold exemption limit of upto Rs. 20 lakh of gross annual turnover of goods and services
have been prescribed for all the States and Union Territories with adequate compensation for the
Special Category States (viz, Arunachal Pradesh, Assam, Jammu and Kashmir, Manipur, Meghalaya,
Mizoram, Nagaland, Sikkim, Tripura, Himachal Pradesh and Uttarakhand). In such Special Category
States, lower threshold of Rs. 10 lakh has been prescribed. The threshold exemption limit shall be
optional and the taxpayers would have an option of voluntary registration.

• Power to declare certain supplies as supply of goods or services or neither has been provided
under the Act.

• Taxes paid against the Central GST shall be allowed to be taken as input tax credit (ITC) for the
Central GST and could be utilized only against the payment of Central GST. The same principle will
be applicable for the State GST. Cross utilization of ITC between the Central GST and the State
GST would not be allowed except in the case of inter-State supply of goods and services under the
IGST model. Hence, the credit would be permitted to be utilized in the following manner: -

• ITC of CGST allowed for payment of CGST & IGST in that order;

• ITC of SGST allowed for payment of SGST & IGST in that order;

• ITC of IGST allowed for payment of IGST, CGST & SGST in that order.

ITC of CGST cannot be used for payment of SGST and vice versa.

• Ideally, the problem related to credit accumulation on account of refund of GST should be avoided
by both the Centre and the States except in the cases such as exports, purchase of capital goods,
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input tax at higher rate than output tax etc. where, again refund/adjustment should be completed in a time
bound manner. A taxpayer or exporter would have to maintain separate details in books of account
for utilization or refund of credit.

• Accounts would be settled periodically between the Centre and the State. This is to ensure that the
credit of SGST used for payment of IGST is transferred by the Exporting State to the Centre.
Similarly, the IGST used for payment of SGST would be transferred by the Centre to the Importing
State. Further the SGST portion of IGST collected on B2C supplies would also be transferred by
the Centre to the destination State. The transfer of funds would be carried out on the basis of
information contained in the returns filed by the taxpayers.

• The administration of the Central GST to the Centre and for State GST to the States would be
given. This would imply that the Centre and the States would have concurrent jurisdiction for the
entire value chain and for all taxpayers. Such jurisdiction shall be based on the thresholds for
goods and services prescribed for the States and the Centre.

• Government may convert existing Area based exemption schemes into refund based scheme

• The taxpayer would be required to submit periodical returns, for different registrations obtained
under the Act.

• Each registered taxable person would be allotted a PAN-linked taxpayer identification number (i.e.,
GSTIN) with a total of 15 digits. This would bring the GST PAN-linked system in line with the
prevailing PAN-based system for Income tax, facilitating data exchange and taxpayer compliance.

• A person having multiple business verticals in a State may obtain separate registration for each
business vertical.

• Where any information/documents in relation to assessment, enforcement, scrutiny and audit, have
been provided under CGST/SGST Law, such information/documents would be shared with the
concerned person under the SGST/CGST Law, as required.

Benefits of GST

1) Benefits to Manufacturing States: -

• Economies of Scale

• Goods manufactured in India shall become more competitive globally.

• Reduction in imports as GST provides for appropriate Countervailing Duty.

• Reduction in Compliance Cost

2) Benefits to Consuming States: - Since GST is a destination based tax, the consuming states will be
benefited from price reduction resulting from removal of cascading effect. Because of efficiency
gains and prevention of leakages, the overall tax burden on most commodities will come down,
which will benefit consumers.

3) Benefits to micro and small scale industries: - Since micro and small businesses primarily operate
within a state, the GST will give relief to them, as these sectors whose annual turnover remains
below Rs. 1.5 crore, shall remain under single control of the State Government. At present, the
ability of SMEs to reach out to potential customers across India is limited, due to the Central Sales
Tax (CST) on sales between states.

4) Benefits to Traders: -

• Reduction in multiplicity of taxes

• Mitigation of cascading/double taxation

• More efficient neutralization of taxes especially for exports

• Development of Common National Market
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• Simpler Tax Regime

• Fewer rates and exemptions

• Distinction between goods and services is no longer required.

5) Benefits to consumers: -

• Simpler Tax System

• Reduction in prices of goods & services due to elimination of cascading effects.

• Uniform Prices throughout the country

• Transparency in taxation system

• Increase in Employment Opportunities

How will GST work?

The illustration given below will give a clear understanding on how GST will work across the supply
chain. Here is a hypothetical example: -

Let us suppose that the GST rate is 10% and the manufacturer makes value addition of Rs. 30 on his
purchases worth Rs. 100 of input of goods and services used in the manufacturing process and sells the
goods to the wholesaler. As per the rate of 10%, the gross GST comes down to Rs. 13 on Rs. 130/-. The
manufacturer will then pay net GST of Rs. 3 after setting-off Rs. 10 as GST paid on his inputs (i.e. Input
Tax Credit) from gross GST of Rs. 13.

When the wholesaler sells the same goods to the retailer after making value addition of (say) Rs.20, he
pays net GST of only Rs. 2 to the manufacturer, after setting-off Input Tax Credit of Rs. 13 from the gross
GST of Rs. 15.

Similarly, when a retailer sells the same goods after a value addition of (say) Rs. 10, he pays net GST of
only Re.1, after setting-off Rs.15 from his gross GST of Rs. 16 paid to wholesaler. Thus, the manufacturer,
wholesaler and retailer will have to pay only Rs. 6 (= Rs. 3+Rs. 2+Re. 1) as GST on the value addition
along the entire value chain, from the producer to the retailer, after setting-off GST paid at the earlier
stages. The overall burden of GST on the goods is thus much less. The same illustration will hold in the
case of final service provider as well.

Why is GST introduced as a Dual Structure?

India is a federal country where both the Centre and the States have been assigned the powers to levy
and collect taxes through appropriate legislation. Both the levels of Government have distinct
responsibilities to perform according to the division of powers prescribed in the Constitution for which
they need to raise resources.

Hence, a Dual GST structure with defined functions and responsibilities of the Centre and States is
recommended. This system shall also fulfil the need for upholding the powers of Central and State
Governments in their taxation regime. A dual GST will, therefore, be in keeping with the Constitutional
requirement of fiscal federalism.

Composition/Compounding Scheme

The Composition/Compounding Scheme for GST shall have an upper ceiling on gross annual turnover
and a floor tax rate with respect to gross annual turnover. A registered taxable person, whose aggregate
turnover in the preceding financial year did not exceed fifty lakh rupees, can opt to pay, an amount
calculated at such rate as may be prescribed. Such rate should not be less than two and a half percent
in case of a manufacturer and one percent in any other case, of the turnover in a State during the year.
Such option shall not be available if the taxable person: -

• is engaged in supply of services, or,

• makes any supply of goods which are not leviable to tax under this Act, or,
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• makes any inter-state supply of goods, or,

• makes supply of goods through an e-commerce operator who is required to collect tax at source,
or,

• is a manufacturer of such goods as may be notified on the recommendation of the Council.

The Act also allows an option to pay tax under Normal Levy for dealers with turnover below the
compounding cut-off.

Inter-State Transaction of Goods and Services

An IGST Model has been adopted for taxation of Inter-State transactions of Goods and Services. The
scope of IGST Model is that Centre would levy IGST on all inter-State transactions of taxable goods and
services. Such IGST rate would be the sum-total of CGST and SGST rates. This model shall also include
appropriate provision for consignment or stock transfer of goods and services.

The Inter-State seller will pay IGST on value addition after adjusting available credit of IGST, CGST, and
SGST on his purchases. The Exporting State will transfer to the Centre the credit of SGST used in
payment of IGST. The Importing dealer will claim credit of IGST while discharging his output tax liability
in his own State. The Centre will transfer to the importing State the credit of IGST used in payment of
SGST. The relevant information will also be submitted to the Central Agency which will act as a clearing
house mechanism, verify the claims and inform the respective governments to transfer the funds.

Major advantages of IGST Model are: -

• Maintenance of uninterrupted ITC chain on Inter-State transactions.

• No upfront payment of tax or substantial blockage of funds for the Inter-State seller or buyer.

• No refund claim in exporting State, as ITC is used up while paying the tax.

• Self-monitoring model.

• Central and State Governments should be able to computerize their processes expeditiously.

• As all inter-State dealers, will be e-registered and correspondence with them will be by e-mail, the
compliance level will improve substantially.

• Model can take ‘Business to Business’ as well as ‘Business to Consumer’ transactions into account.

Zero Rating of Exports

Exports would be zero-rated. Similar benefits may be given to Special Economic Zones (SEZs). However,
such benefits will only be allowed to the processing zones of the SEZs. No benefit to the sales from an
SEZ to Domestic Tariff Area (DTA) will be allowed.

How will GST benefit the exporters?

The subsuming of major Central and State taxes in GST, complete and comprehensive setoff of input
goods and services and phasing out of Central Sales Tax (CST) would reduce the cost of

locally manufactured goods and services. This will increase the competitiveness of Indian goods and
services in the international market and give boost to Indian exports. The uniformity in tax rates and
procedures across the country will also go a long way in reducing the compliance cost.

GST on Imports

Import of goods or services would be treated as Inter-State supplies and would be subject to IGST in
addition to the applicable customs duties. The incidence of tax will follow the destination principle and
the tax revenue in case of SGST will accrue to the State where the imported goods and services are
consumed. Full and complete set-off will be available on the GST paid on import on goods and services.

Need for compensation on implementing GST

Despite the sincere attempts made to determine the GST rate structure, revenue neutral rates, it is
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difficult to estimate accurately as to how much the States will gain from service taxes and how much they
will lose on account of removal of cascading effect, payment of input tax credit and phasing out of CST.
Thus, it is essential to provide adequately for compensation for loss that might emerge during the process
of implementation of GST, for the next five years.

How would a particular transaction of goods and services be taxed simultaneously under Central GST
(CGST) and State GST (SGST)?

The Central GST and the State GST would be levied simultaneously on every transaction of supply of
goods and services except the exempted goods and services, goods which are outside the purview of
GST and the transactions which are below the prescribed threshold limits.

Further, both would be levied on the same price or value unlike State VAT which is levied on the value of
the goods inclusive of CENVAT.

Illustration I: - Suppose hypothetically that the rate of CGST is 10% and that of SGST is 10%. Say, a
wholesale dealer of steel in Uttar Pradesh

supplies steel bars and rods to a construction company which is also located within the same State for,
say Rs. 100. The dealer would therefore charge CGST of Rs. 10 and SGST of    Rs. 10 in addition to the
basic price of the goods. He would be required to deposit the CGST component into a Central Government
account while the SGST portion into the account of the concerned State Government.

Of course, he need not actually pay Rs. 20 (Rs. 10 + Rs. 10) in cash as he would be entitled to set-off this
liability against the CGST or SGST paid on his purchases (say, inputs). But for paying CGST he would be
allowed to use only the credit of CGST paid on his purchases. Similarly, for SGST he can utilize the credit
of SGST alone. In other words, CGST credit cannot, in general, be used for payment of SGST and vice-
versa.

Illustration II: - Suppose, again hypothetically, that the rate of CGST is 10% and that of SGST is 10%.
Say, an advertising company located in Mumbai supplies advertising services to a company manufacturing
soap also located within the State of Maharashtra for, let us say Rs. 100. The advertising company would
therefore charge CGST of Rs. 10 as well as SGST of Rs. 10 to the basic value of the service. He would
be required to deposit the CGST component into a Central Government account while the SGST portion
into the account of the concerned State Government.

Of course, he need not again actually pay Rs. 20 (Rs.10+Rs. 10) in cash as it would be entitled to set-off
this liability against the CGST or SGST paid on his purchase (say, of inputs such as stationery, office
equipment, services of an artist etc.). But for paying CGST he would be allowed to use only the credit of
CGST paid on its purchase while for SGST he can utilise the credit of SGST alone. In other words, CGST
credit cannot, in general, be used for payment of SGST. Nor can SGST credit be used for payment of
CGST.

GST Rate Structure

Under the GST regime, there would be different rates for different products. Till now four bands of tax
rates have been fixed, viz: -

• 0 percent: - Several items in the CPI Basket including foodgrains.

• 5 percent: - Necessities

• 12 percent: - Lower Standard Rate

• 18 percent: - Higher Standard Rate

• 28 percent + Variable Additional Cess: - Tax Rate on pan masala, tobacco products, luxury cars,
and aerated drinks.

Audit under GST

Every Registered Taxable Person whose turnover during a financial year exceeds Rs. 1 crore, shall be
required to get their accounts audited, under the GST Law.
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RETURNS UNDER GST

• Registered person has to file return even if there is no business activity (nil return).

• There will be common E-return for CGST, SGST, IGST and additional tax.

• Government entities / PSUs , etc. not dealing in GST supplies or persons exclusively dealing in
exempted / Nil rated / non –GST goods or services would neither be required to obtain registration
nor required to file returns under the GST law.

Periodicity of Return Filing

Components of valid GST Return for outward Supplies made by the Taxpayer

GSTR 1

• For all B2B supplies (whether inter-state or intra-state), invoice level specified details will be uploaded.

• For inter-state B2C the supplier will update the invoice value more than 250000, amount below
state wise summary of the supply statement should be filed, and if invoice value is above Rs
50,000 buyer address mandatorily be reflected in invoice.

• The recommendation of the Committee on IGST and GST on Imports with respect to the details
about HSN code for goods and Accounting code for services to be captured in an invoice have
been accepted with certain modifications. The details proposed by this Committee are as follows:-

Outward return will contain information :

• Place of supply service

• Details relating to supplies attracting Reverse charge will also be submitted

• Advance receive against supply to made in future

• Detail of any tax paid on advance
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• Detail of export both on IGST and without IGST payment

• Separate table for revision of previous year outward supply. This will include the details of
Credit/Debit Note issued by the suppliers and the differential value impact and the concomitant
tax payable or refund/tax credit sought.

• Separate table for error and omission

• Separate table for nil rate Exempted and Non GST outward supplies to registered taxpayers
and consumers.

Components of valid GST Return for Inward Supplies received by the Taxpayer

GSTR 2

• GSTR 2 > detail of taxpayer, GST no. , period for return is prepared.

• Separate invoice of good and service received.

• Separate detail of import of good & service from outside India.

• The details of inward supplies would be auto-populated in the ITC ledger of the taxpayer on
submission of his return.

• GST Law may provide that Input credit pertaining to Capital Goods will be allowed to be availed
over a period of 2 years in two equal instalments.

• If inputs are purchase in one lot than ITC will be given on the date of record such purchase &
when good are received in part and a single bill is issued than ITC will be clam on last purchase is
recorded.

• The return should be filed by 17th of the succeeding month. Late filing would be permitted on
payment of late fees only.

• There will be a separate table for submitting the details of revisions in relation to inward supply
invoices pertaining to previous tax periods (including post purchase discounts received). This will
include the details of Credit/Debit Note issued by the suppliers and the differential value impact and
concomitant tax payable or refund/tax credit sought.

GSTR3

• Final aggregate level outward and inward supply information. These details will be auto populated
from GSTR-1 and GSTR-2

• DELAIL of gross turnover & net turnover.

• Details of other liabilities (i.e. Interest, Penalty, Fee, others etc.).

• There will be separate table for calculation of tax, TDS credit received.

• The ITC ledger and the cash ledger will be utilized by the taxpayer for discharging the tax liabilities
of the returns and others. Details in these ledgers will get auto populated from previous tax period
return (irrespective of mode of filing return i.e. online / offline utility)

• GST Law may have provision for maintaining four head wise account for CGST, SGST, IGST and
Additional tax and at associated minor heads for interest, penalty, fee and others.

• Excess payment of tax can be adjusted in next month.

• Details of other payments - Interest/Penalties/Fee/Others, etc. This will be auto populated from the
Debit entry in Cash ledger irrespective of mode of filing i.e. online / offline utility

• Detail of ITC balance at the end of the tax period will be auto-populated in the ITC ledger irrespective
of mode of filing return .where there is an excess ITC balance is left it can be claim for refund.

• The return form should display all bank account numbers mentioned in the registration, out of
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which one will be selected by the taxpayer to which the refund will be credited. To begin with GST law may
provide that the refund will be processed quarterly.

• The return would be filed by 20th of the succeeding month. Late filing would be permitted on payment
of late fees only.

GSTR4

Person opting for compounding scheme has to file GST4. It’s a simple return filed every quarterly
and assesses is not allowed to take ITC.

GSTR5

Non-Resident foreign taxpayers would be required to file GSTR-5 for the period for which they have
obtained registration within a period of seven days after the date of expiry of registration. In case
registration period is for more than one month, monthly return(s) would be filed and thereafter
return for remaining period would be filed within a period of seven days as stated earlier.

GSTR6

• GST6> detail of taxpayer, GST no. , period for return is pertains

• Details of the Invoices along with the GSTIN of the receiver of the credit i.e. to whom the ISD is
distributing credit.

• There will be separate ISD Ledger in the return that will detail the Opening Balance of ITC (to be
auto- populated on the basis of previous return), credit for ITC services received, debit for ITC
reversal and ITC distributed and Closing Balance.

GSTR7

• GST7 > detail of taxpayer, GST no. , period for return is pertains

• Details of GSTIN of the Supplier along with the invoices against which the Tax has been deducted.
This will also contain the details of tax deducted against each major head i.e. CGST, SGST and
IGST.

Steps for return

1. Upload return either directly through data entry at the GST Common Portal or by uploading the file
containing the said GSTR-1 return form through Apps by10thday of month succeeding the month
during which supplies has been made.

2. GST Common Portal (GSTN) will auto-draft the provisional GSTR-2 of taxpayer based on the
supply invoice details reported by the counter-party taxpayer (supplier) on a near real-time basis

3. Assessee can reject auto-drafted provisional GTRS2 and can modify it off-line.

4. Assessee can add purchase invoice

5. Taxpayers will have the option to do reconciliation of inward supplies with counter-party taxpayers
(suppliers) during the next 7 days by following up with their counter-party taxpayers for any missing
supply invoices in the GSTR-1 of the counter-party taxpayers, and prompt them to accept the same
as uploaded by the purchasing taxpayer. All the invoices would be auto-populated in the ITC ledger
of taxpayer. The taxpayer would, however, indicate the eligibility / partial eligibility for ITC in those
cases where either he is not entitled or he is entitled for partial ITC.

6. ICT receivable, tax payable& Interest/Penalty, taxes paid during the current tax period etc. would
get auto-populated in the GSTR-3.

7. Payment through draft & automatically at the Portal post finalization of activities mentioned in Step
6 above.

8.  Taxpayer will debit the ITC ledger and cash ledger and mention the debit entry No. in the GSTR-3
return and would submit the same.
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Acknowledgement

Final acknowledgement of receipt of return will be generated after validation of data is completed, which
also lock-in the Transaction will ID.

Impact of GST on Businesses

GST will have a considerable impact in the following areas: -

• Pricing, Costing, Margins

• Supply Chain Management

• Change in IT Systems

• Treatment of tax incentives

• Treatment of excluded sectors

• Transaction issues

• Tax Compliance

Role of Professionals

• Tracking GST development

• Review of draft legislation and impact analysis

• Industry preparedness/Communication issues related to industry

• Review of final legislation and impact analysis

• Implementation assistance

• Post implementation support

• Tax Planning

• Record Keeping

• Departmental Audit

Conclusion

Introduction of GST is just the beginning and this reform has a long way to go. The focus now, should be
on the pre-requisites for attainment of the targeted benefits from implementation of the same. GST
would be a step forward towards growth, globalization and reformation.
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ASSAM VASSAM VASSAM VASSAM VASSAM VAAAAAT AT AT AT AT ACTCTCTCTCT, 2003, 2003, 2003, 2003, 2003

1. REGISTRATION:

Sl. No. PARTICULARS DETAILS

1. Registration of dealer 1. Mandatory Registration : A dealer must get himself
Registered if :

a. His gross Turnover of sale and purchases during the year has
exceeded the taxable limit of `6 lakhs.

b. He is liable to pay tax or is registered or required to be
registered under the Central Sales Tax Act, 1956.

c. He sells any goods imported by him from outside Assam.

d. He sells goods manufactured by him by using goods imported
from outside the state.

(A dealer dealing exclusively in tax free goods shall not be
liable for registration)

2. Voluntary Registration

A dealer who desires to get himself registered voluntarily
notwithstanding that he is not liable to pay tax may file an
online application in the prescribed manner to the prescribed
authority for voluntary registration.

2. Procedure for Registration 1. Every Dealer (other than those opting for composition) liable to
be registered shall submit an Online application in Form-2 to
the prescribed authority within the whose jurisdiction the principal
place of business of the dealer is situated. A fee of Rs.100
shall be payable in respect of every application. The certificate
of registration shall be issued in Form-3. Every certificate of
Registration shall bear the Taxpayer Identification Number (TIN).

2. Every dealer who opts for a composition scheme or a casual
dealer shall apply for registration online in Form-4. He shall
be granted a certificate in Form-5 and shall be assigned  a
General Registration Number (GRN).

Note: Where any dealer is engaged in different kinds of
business activities and the dealer is required to obtain Taxpayer
Identification Number(TIN) for one kind of such business
activity but is permitted to opt for a General Registration
Number(GRN) for other activity or activities, he shall be allotted
TIN as well as a separate and distinct GRN for each type of
business activity qualifying for separate composition scheme(s)
notified under the Act. The dealer shall keep separate set of
accounts in respect of each of such activities and shall submit
separate sets of accounts in respect of each of such activities
and shall submit separate returns, statements or
communication to the concerned prescribed authority.

3. Documents required for Registration The following documents are to be uploaded/filed/submitted
alongwith an application for registration, wherever applicable :-

1. *Trade License issued by local Municipal Local Authority.

2. *Evidence/Proof of possession of premises i.e. address proof
of  the premises to be registered (property papers, house
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tax bill, electricity bill etc., if the property is owned by the
applicant and lease agreement, and NOC from the owner of
the premises with the evidence of ownership, if it is rented)

3. *Copy of the PAN CARD

4. Copy of the Registration Certificate, if the applicant is
registered under any other Act along with Trading License

5. Bank Statement/ Cancelled Cheque with name printed on it

6. Driving Licence/Passport/Election Card/Bank Passbook of the
Authorized Signatory and the Directors/ partners/ Proprietor

7. Memorandum and Articles of Association, Certificate of
Incorporation in case of the applicant being a Company.

8. Resolution authorizing the Principal Officer to deal with the
sales tax authorities.

9. List of Directors in case of Companies and

10. *Photographs of the Directors and authorized representatives.

11. Initial Security Deposit Challan @ Rs.1000/-

After submission of such online application, a hard copy of
such application with duly signed and verified by the person
making an application along with the hard copies of the
documents uploaded with the e-application shall be submitted
to the prescribed authority within whose jurisdiction the
principal place of business of the dealer is situated.

*marked documents are compulsorily needed to be attached
to the online application.

5. Mode of Payment of Security Deposit Security or Additional Security may be furnished in the following
manner :

1. By means of E- payment of  challan in an online designated
bank

2. By means of a challan in a designated bank

3. By depositing it with the prescribed authority

4. By depositing National Savings Certificate

5. By furnishing a bank Guarantee

6 Rate of Taxes 1. Schedule I- List of Exempted Goods taxable @ 0%

2. Schedule II - List of goods taxable at 6% (w.e.f 04.07.2016)

3. Schedule III – List of goods taxable at specified rate ( Gold ,
bullion etc) and other declared goods as specified in Section 14
of the Central Sales Tax Act, 1956(Central Act 74 of 1956) other
than those covered by the First Schedule & Fourth Schedule

4. Schedule IV- List of goods taxable at the point of first sale in
the state at different rates

5. Schedule V –

a. All other not covered under the First, Second, Third and Fourth
Schedule taxable @15% (w.e.f 10.08.2016)
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b. Work Contract taxable @15% (w.e.f 10.08.2016)

c. Lease Transactions @ 6% (w.e.f 10.08.2016)

6. Schedule VII – Negative List of Capital Goods for Input Tax
Credit

2. DOCUMENTATION Documents to be maintained under ASSAM VAT Act

1. Every dealer shall keep separate accounts of sales and pur-
chases made :

a. In the state,

b. In the course of inter-state trade or commerce,

c. In the course of import into India, and

d. In the course of export out of India.

2. Every dealer registered under the Act shall maintain separate
accounts for exempted goods.

3. Every dealer shall keep separate purchase and sales accounts
for different goods liable to be taxed at different rates.

4. A registered dealer shall maintain a VAT account showing
the month wise details of total output tax, total input tax, total
purchases, Central Sales Tax. Reverse Tax, net tax payable,
tax paid and the input tax credit due for refund or carry for-
ward.

5. The dealer shall maintain the following documents in addition
to the above:-

a. Details of input tax calculations where the dealer is making
both taxable and tax-free sales

b. Original tax invoices for purchases on which tax has been
charged, and invoices for purchases made without charge of
Value Added Tax shall be retained in the order of the date.

c. Copies of Tax invoice related to taxable sales and invoices
related to taxable sales and invoices related to exempt sales,
all retained in the date and numerical order.

d. Credit and debit notes issued and received all retained as per
the date and numerical order.

e. Bank records, including statements, cheque book counterfoils
and pay-in-slips, and

f. Sale and purchase registers as per specimen available in Form
44 and Form 45, respectively.

A registered dealer engaged in the manufacturing or process-
ing of goods shall maintain details of the following :

1. Capital goods purchased

2. Inputs purchased

3. Inputs used in manufacturing and processing of exempted
goods for sale
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4. Inputs used in the manufacturing and processing capital goods
for sale

5. Goods manufactured including manufacturing account

6. Goods sold; and

7. Stock accounts of inputs, consumables, packing materials,
fuel and finished products and by-products, if any.

3. VAT RETURNS AND PAYMENT OF TAXES:

Taxable turnover Tax Return Cycle Due Date of Filling

Tax period of ASSAM VAT Exceeds 40 lakhs Monthly Within 21 days from the end of a particular month

 Returns with due dates Less than 40 lakhs Quarterly Within 21 days from the end of a particular quarter

 FORM NO TYPE OF DEALER DUE DATE

 14 All dealers are required to file this Annually, within 6 months after the close of the year
annual return and in case there is a need of certificate of audit of accounts by a CA,

the  annual return shall be submitted within 9 month from the end of the
end of  the year. (w.e.f. 10.08.2016)

Registered dealer who is permitted
to avail any scheme of composition
within the meaning of Section 20
of the Act

Revision of Return 1. In case of discovery of any omission or any other error in the
monthly/ quarterly tax return filed, the dealer may furnish a
revised monthly/quarterly tax return at any time before expi-
ration of filling of an annual return by him

2. In case of discovery of any omission or any other error in the
annual tax return filed, the dealer may furnish a revised an-
nual tax return within a period of 6 months from the due date
of submission of annual return, provided that no revised tax
return or revised annual return shall be entertained if the case
has been taken for audit assessment and a notice to that
effect has already been served on the dealer.

Interest If any dealer fails to pay the amount of tax due within the time
limit prescribed for its payment, such dealer shall in addition
to the tax, be liable to pay simple interest, @1.5% per month
on the amount of tax not paid or on any less amount thereof
remaining unpaid during such period

Note: For the purpose of calculating interest,

1. Month shall mean 30 days and

2. Where the period of default is in respect of period less than 1
month, interest shall be computed proportionately.

Payment It has been made compulsory for dealers importing goods from outside the
State to make online /E-payment of taxes. However, for rest of the dealers,
this limit is fixed @ Rs 1000/- i.e  if the tax amount exceeds this limit the dealer
has to  compulsorily make online/E-payment.

Details to be furnished with Following details are required to be furnished with the monthly
the returns returns:

1. Monthly details of the purchases made from the registered local
parties along with the TIN Number(Tax Invoice Local Purchase)

RD-1
(Retailers)/WC-
3 (Contractors) /
Annexure-3
(Real Estate
Developers)

Shall furnish to the prescribed authority tax return on quarterly basis
within 21 days from the end of a particular quarter. The due date for filing
Annual Return is same as mentioned here-in-above for general dealers.
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2. Monthly details of the sales made to the registered local parties
along with the TIN Number(Tax Invoice Local Sales)

3. Monthly details of the purchases made from the registered
parties outside ASSAM along with the CST Number.

4. Monthly details of the sales made to the registered parties
outside ASSAM along with the CST Number.

5. Monthly details of the stock transfer /consignment sent to
Other States.

6. Monthly details of stock transfer and consignment receipt from
other States.

7. Details of sales made in the course of export  or to the SEZ

8. Monthly details of credit notes received from the registered
parties within the state.

9. Monthly details of credit notes issued to the registered parties
within the state.

4. INPUT TAX CREDIT 1. Any registered dealer who makes purchases from other
registered dealer shall be eligible for input tax credit except
pertaining to the goods specified in Schedule-IV.

2. In case of manufacturing unit, input tax credit on Capital Goods
shall be admissible from the date of commencement of
commercial production and shall be adjusted against the tax
payable on output for a period of 3 years.

However Input Tax Credit shall not be allowed in the following
cases:

• Tax paid on the purchase of goods using manufacturing,
processing or packing of goods specified in Schedule I to
Schedule IV.

• Purchases made in the course of inter-state trade and
commerce or in the course of import from outside the country
or outside the state.

• Purchases of goods made in states from an unregistered dealer
or a provisionally registered dealer or a dealer whose certificate
has been suspended or a registered dealer under the
composition scheme or a dealer opting for lump sum tax.

• Purchases of goods used as free samples or gits or for
personal consumption.

• Goods Purchased but not sold because of theft, loss or
destruction

• Purchase of Capital goods other than those used directly and
exclusively for the manufacturing or processing of taxable
goods

• Goods remaining unsold at the time of closure of business, in
which case, if a dealer has already availed of any input tax
credit, such tax credit shall be reversed.

• Tax paid on purchase of goods dispatched to a place outside
the state not as a direct result of sale in the course of inter-
state trade.
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• Tax paid on purchase of goods used as raw materials for the
manufacture of goods dispatched outside the state otherwise
than by way of sale.

• Tax paid on purchase of goods specified in Schedule IV

• Purchase of goods which are used as fuel in generation of
energy

• Purchases where –

a. The Tax Invoice is not available

b. There is evidence that the same has not been issued by the
selling dealer

c. The original invoice does not contain the details of tax charged
separately by the selling dealer.

• Automobiles of any type including commercial vehicle, two
and three wheeler, unless the dealer is in the business of
dealing in such automobile or spare parts.

• Foods, beverages and tobacco products, unless the dealer is
in the business of providing food, beverage and tobacco
product.

• Air conditioning unit, unless the dealer is in business of dealing
in such units.

• Goods purchased and accounted for in business but utilized
for the purpose of providing a facility to the employees including
any residential accommodation.

• Purchases of goods, wherein the tax payable to the
government by the purchaser himself in respect of the
purchase of such goods has not been paid.

• Purchases of goods from an industrial unit eligible for Assam
industries (Tax Exemption) Scheme 2015, and sells such
goods in the course of inter-state trade and commerce or in
the course of export out of the territory of India and transfers
such goods to the other state not amounting to sale.

5. ROAD PERMIT AND WAY BILL :

Road permits and Delivery Notes In case of the import of taxable goods into Assam for resale,
Delivery Note in Form-61, along with the invoice and
Consignment Note is required.

In case of import of taxable goods into Assam for use in the
setting up of an industrial unit or for use as raw materials in
the manufacture of goods or for personal use or consumption,
a Road Permit vide Form-62, along with the invoice and
Consignment Note is required.

Documents to be carried by the person 1. In case of movement of tax free goods from Assam to
or the owner in charge of goods vehicle places outside the state, Bill  of  Sale vide Form-60,
to be produced at the Check post consignment note, invoice and manifesto to the transporter.

2. In case of import of taxable goods into Assam for resale, the
original and duplicate copy of delivery note vide Form-61,
consignment note, invoice and manifesto to the transporter.
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3. In case of import of taxable goods other than those exempt in
the First Schedule of the Act, into Assam for use in the setting
up of an industrial unit or for use of raw materials in the
manufacture of goods or for personal use, original and duplicate
foils of Road Permit vide Form-62 to be transmitted to the
transporter by the importer or receiver of goods in the state,
consignment note, invoice and manifesto to the transporter.

4. In case of dispatch of taxable goods outside the state from a
place within Assam, and in case of intra-state movement of
taxable goods, a valid tax clearance certificate vide Form-63,
consignment note, invoice and manifesto to the transporter.

5. In case of movement of goods taxable in Assam through
Assam, a transit pass vide Form-64 issued by the entry check
post, consignment note, statutory documents of the importing
state if the goods are taxable in that state, invoice and
manifesto of the transporter.

6. In all cases, the following documents are to be carried by the
vehicle:

a) Goods vehicle record, a trip sheet containing particulars
specified in specimen Form-65 or a log book containing the
prescribed particulars; and

b) Registration Certificate of the vehicle weighed at the weigh
bridge authorized by the Government, if any.

6. COMPOSITION SCHEME:

Composition scheme for retail traders: A registered retail trader of the state whose annual gross
turnover does not exceed 60  lakhs, may pay at his option, in
lieu of the amount of tax payable by him under the provisions
of the ACT, by way of composition, an amount determined in
the manner hereinafter fixed or to be computed as may be
applicable in the following cases:

a)  For a dealer whose annual gross turnover does not exceed
12 lakhs, the compounded amount of tax shall be as follows:
` 4000/- per year when the gross turnover exceeds 6   lakhs
but not exceed and 7 lakhs rupees.

b) `  5500/- per year when the gross turnover exceeds ̀   7 lakhs
but not exceed and `  8 lakhs rupees.

c) `  6000/- per year when the gross turnover exceeds ̀   8 lakhs
but do not exceed ` 12 lakhs.

For a dealer whose annual turnover exceeds ` 12 lakhs but
does not exceed ` 60 lakhs rupee, the compounded tax rate
would be calculated as 0.5% of the actual derived gross
turnover for that quarter of the year.

Composition scheme for Works contractor: Composition scheme for a works contract permits a registered
dealer of the state who executes a works contract, to pay at
his option, in lieu of the tax payable by him under the provisions
of the Act, by way of composition, an amount @ 5% of the
total aggregate value of the works contract received or
receivable by him w.e.f. 31.03.2012.
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The dealer opting from this scheme shall be eligible for to
make a purchase of goods in course of inter-state trade and
commerce on the strength of declaration in FORM-C pre-
scribed under the Central Sales Tax (registration and turn-
over) Rules, 1957. The dealer shall also be eligible to make
use of Delivery Notes(Form 61) prescribed under the RULES,
for the purpose of imparting the consignment of goods for
being used in the execution of works contracts in Assam.

Composition Scheme for A composition scheme for a real estate developer permits a
Real Estate Developers registered dealer to pay at his option, in lieu of the amount of

tax payable by him by way of composition, an amount equal
@1 % of the aggregate amount specified in the agreement
entered into between the real estate developer and the pur-
chaser of flats, dwellings or premises or the value specified
for the purpose of stamp duty in respect of the said agree-
ment under the Indian Stamp(Assam Amendment) Act, 2004,
whichever is higher

NB “Act” mentioned above refers to the ASSAM Value Added Tax Act, 2003 “Rules” mentioned above refers to
the Assam Value Added Tax Rules, 2005
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SERVICE TSERVICE TSERVICE TSERVICE TSERVICE TAXAXAXAXAX
I. Quick Referencer

a) Rate of Service Tax b) Periodic Basic Exemption Limit

c) Periodic Rate of Interest

d) Mandatory e-payment of Service Tax

e) Procedural Compliances
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f)   List of Abatements (Notification No. 26/2012 –ST as updated upto Not. No. 8/2016 dated 01.04.2016)
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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 instalments;

(ii) The exemption shall not apply to an amount, other than an amount forming or representing as inter-
est, 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.
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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 consump-
tion 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,(Omitted w.e.f. 19th May, 2015 vide Notification No. 13/2015)

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, ar-
ranging 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,

g) Reverse and Joint  Charge Mechanism (Notification No.  30/2012 –ST updated  upto Notification No.
18/2016-ST dated 01.04.2016)

I. The taxable services,—

(A) (i) provided or agreed to be provided  by an insurance agent to any person carrying on the insurance
business;

(a) provided or agreed to be provided by a recovery agent to a banking company or a financial
institution or a non banking financial company (w.e.f. 11th July, 2014 vide not. 10/2014-ST)

(b) provided or agreed to be provided by a mutual fund agent or distributor, to a mutual fund or
asset management company;(w.e.f 01st April, 2015 vide not. No. 07/2015-ST)(Omitted from
01.04.2016)

(c) provided or agreed to be provided by a selling or marketing agent of lottery tickets in relation to
a lottery in any manner to a lottery distributor or selling agent off the state government under the
provision of Lottery (Regulations) Act, 1998.(w.e.f 01st April, 2016)

(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,—
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(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 any body 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 other than senior advocates(w.e.f 01.04.2016) by
way of legal services, or

(C) Government or local authority 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 Fi-
nance Act,1994, to any business entity located in the taxable territory;

(iva) provided or agreed to be provided by a director of a company or a body corporate to the said company
or the body corporate;

(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 service 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;

(vi) provided or agreed to be provided by a person involving an aggregator in any manner;(w.e.f.01st
March, 2015 vide not. No. 07/2015-ST)

(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 any other person
liable for paying service tax  for the taxable services specified in paragraph I shall be as specified in the
following Table, namely:- (W.e.f 01st March, 2015 vide not. No. 07/2015-ST)
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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.

Notes:

1) a) The service provider should be an individual or HUF or partnership firm (whether registered or not)
including AOP;

b) The service recipient should be a body corporate

2) aggregator means a person who owns or manages a web based software application, and by means of the
application and communication device, enables a potential customer to connect with persons providing
service of a particular kind  under the brand name or the trade name of the aggregator

II. Non Taxable Services:

a) By way of definition of Service

b) By way of Negative List u/s 66D

c) By way of Mega Exemption Service notification no. 25/2012-ST

d) By way of otherwise specifically exempted
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a) Definition of Service u/s 65B(44) of the Act

“(44) service means any activity carried out by a person for another for consideration, and includes a
declared service, but 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 employ-
ment;

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

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 Consti-
tution 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 or actionable claim shall not
include any activity-

i) An activity relating to 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 consider-
ation is charged.

ii) any activity carried out, for a consideration, in relation to, or for facilitation of, a transaction in money
or actionable claim, including the activity carried out–

(a) by a lottery distributor or selling agent on behalf of the State government or facilitating in
organising lottery of any kind, in any other manner, in accordance with the provisions of Lotter-
ies (Regulation) Act, 1988.(as amended w.e.f. 01.04.2016)

b) by a foreman of chit fund for conducting or organising a chit in any manner.’; (as amended by
sec 107(g) of the Finance Act, 2015 w.e.f 14th May, 2015)

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”

b) Negative List of Services (Sec 66D):-

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;
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(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) [any services], other than services covered under clauses (i) to (iii) above, provided to business
entities; (Sec 109(1) of the Finance Act, 2015 has substituted the words support service by
“any service”. W.e.f 01.04.2016).

(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 culti-
vation, harvesting, threshing, plant protection or 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 pack-
aging 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;

Excluding alcoholic liquor for human consumption (added w.e.f. 01st June, 2015 as amended
by Finance Act, 2015)

(g)    selling of space for advertisements in print media;

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

(i)     betting, gambling or lottery;

Explanation: For the purpose of this clause, the expression “betting, gambling or lottery” shall not
include the activity specified in Explanation 2 to clause (44) of Sec 65B(w.e.f. 01st June, 2015 as
inserted by Finance Act, 2015)

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

(The Clause stands omitted w.e.f 01st June, 2015 as amended by Finance Act, 2015. Hence,
now taxable)

(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;

(Omitted w.e.f 14.05.2016)
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(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;(Omitted w.e.f. 01.06.2016)

(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 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(Omitted w.e.f  01.06.2016)

(iii) by inland waterways;

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

c) Mega Exemption Notification No. 25/2012-ST (as amended 22/2016 dated 13.04.2016)

(1) Services provided to the United Nations or a specified international organization;

(2) (i) Health care services by a clinical establishment, an authorised medical practitioner or  para-
medics;

(ii) Services provided by way of transportation of a patient in an ambulance, other than those
specified in (i) above; (as amended vide notification no. 06/2015-ST w.e.f 01-04-2015)

(2A)   Services provided by cord blood banks by way of preservation of stem cells or any other service in
relation to such preservation;(as inserted vide notification no. 04/2014-ST)

(2B)  Services provided by operators of the Common Bio-Medical Waste Treatment Facility to a clinical
establishment by way of treatment or disposal of bio-  medical waste or the processes incidental
thereto;(as inserted vide notification no. 06/2014-ST)

(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;
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(5A) Services by a specified organisation in respect of a religious pilgrimage facilitated by the Ministry of
External  Affairs of the Government of India, under bilateral arrangement;(inserted vide notification
no. 17/2014-ST)

(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) a partnership firm of advocates or an individual as an advocates other than a senior advocate
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 senior advocate by way of legal services to a person other than a person ordinarily carrying
out any activity relating to industry, commerce, or any other business or profession. (w.e.f.
01.04.2016)

(7) Omitted vide notification no. 06/2014-ST

(8) Services by way of training or coaching in recreational activities relating to arts, culture or sports;

(9) Services provided

(a) by an educational institution to its students, faculty and staff;

(b) to an educational institution, by way of,-

(i) transportation of students, faculty and staff;

(ii) catering; including any mid-day meals scheme sponsored by the Government;

(iii) security or cleaning or house-keeping services performed in such educational institution;

(iv) Services relating to admission to, or conduct of examination by, such institution (as
amended by notification no. 03/2013-ST & superseded by Notification no. 06-2014-
ST)

(9A) Any services provided by, _

(i) the National Skill Development Corporation  set up by the Government of India;

(ii) a Sector Skill Council approved by the National Skill Development Corporation;

(iii) an assessment   agency approved by the Sector Skill Council or the National Skill Development
Corporation;

(iv) a training partner approved by the National Skill Development Corporation or the Sector Skill
Council   in relation to (a) the National Skill Development Programme implemented by the
National Skill Development Corporation; or (b) a vocational skill development course under the
National Skill Certification and Monetary Reward Scheme; or (c)  any other Scheme imple-
mented by the National Skill Development Corporation.”(inserted vide notification no. 13/2013-
ST)

(9B) Services provided by the Indian Institute of Management, as per the guidelines of the Central
Government, to their students, by way of the following educational programmes, except Ex-
ecutive Development Programme,-

a) two year full time residential Post Graduate Programmes in management for the Post
Graduate Diploma in Management, to which admissions are made on the basis of Com-
mon Admission Test(CAT), conducted by Indian Institute of Management;

b) fellow programme in Management;
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c) five year integrated programme in Management.(w.e.f 01.03.2016, Inserted By Notifica-
tion No. 9/2016)

(9C) Services of Assessing bodies empanelled centrally by Directorate General of Training, Minis-
try of Skill Development and Entrepreneurship by way of assessments under Skill Develop-
ment Initiative Scheme. (w.e.f 01.04.2016, Inserted By Notification No. 9/2016).

(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 or country;(as amended by notification no. 01/
2014-ST)

(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 Olym-
pics 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 con-
struction, erection, commissioning, installation, completion, fitting out, repair, maintenance, renova-
tion, or alteration of -

(a) Omitted vide notification no. 06/2015-ST effective from 01-04-2015;

(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) Omitted vide notification no. 06/2015-ST effective from 01-04-2015;

(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) Omitted vide notification no. 06/2015-ST effective from 01-04-2015;

(12A)Services  provided to the Government, a local authority or a governmental authority by way of
construction, erection, commissioning, installation, completion, fitting out repair, mainte-
nance, 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 Structure meant predominantly for use as (i) an educational (ii) a clinical or(iii) an art or
cultural establishment; or

(c) 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 65B of the said Act.

Under a contract which had been entered into prior to the 1st March 2015 and on which appro-
priate stamp duty, where applicable, had been paid prior to such date.

Provided that nothing contained in this entry shall apply on or after 01/04/2020.
(Inserted by Notification No. 09/2016 dated 01.03.2016 w.e.f 01.03.2016)
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(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;

(ba) a civil structure or any other original works pertaining to the ‘In-Situ rehabilitation of
existing slum dwellers using land as a resource through private participation’ under the
Housing for All (Urban) Mission/Pradhan Mantri Awas Yojana, only for existing slum
dwellers.(Inserted by Notification No. 09/2016 dated 01.03.2016 w.e.f. 01.03.2016).

(bb) a civil structure or any other original works pertaining to the Beneficiary-led Individual
house construction/enhancement under the Housing for All(Urban)Mission/ Pradhan Mantri
Awas Yojna; (Inserted by Notification No. 09/2016 dated 01.03.2016 w.e.f. 01.03.2016).

(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 struc-
ture meant for funeral, burial or cremation of deceased;

(14) Services by way of construction, erection, commissioning, or installation of original works pertaining
to,-

(a) railways, excluding monorail or metro;

Explanation: The Services by way of construction, erection, commissioning, or installation of
original Works pertaining to monorail or metro, Where contract were entered into before
01.03.2016, on which appropriate stamp duty was paid, shall remain exempt.

(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 Part-
nership’ framed by the Ministry of Housing and Urban Poverty Alleviation, Government of India;

(ca) low- cost houses up to a carpet area of 60 square metres per house in a housing project
approved by competent authority under:

(i) the “Affordable Housing in Partnership” component of the Housing for All(Urban)
Mission/ Pradhan Mantri Awas Yojna.

(ii) Any housing scheme of State Government.
(inserted by Notification 09/2016 dated 01.03.2016 w.e.f. 01.03.2016)

(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  agricul-
tural produce as food stuff excluding alcoholic beverages;

(14A) Services by way of construction, erection, commissioning, or installation of original works pertaining
to an airport or port provided under a contract which had been entered into prior to 1st March 2015 and
on which appropriate stamp duty, where applicable, had been paid prior to such date:

Provided that ministry of Civil Aviation or the Ministry of Shipping in the Government of India, as the
case may be, certifies that the contract had been entered into before the 1st March, 2015:

Provided Further that nothing contained in this entry shall apply on or after the 1st April 2020;
(inserted by Notification 09/2016 dated 01.03.2016 w.e.f. 01.03.2016)
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(15)  Services provided by way of temporary transfer or permitting the use or enjoyment of a copyright-

(a) covered under clauses (a)  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

(b) of cinematograph films for exhibitions in a cinema hall or cinema theatre; (as amended by
notification no. 3/2013-ST)

(16) Services by an artist by way of a performance in folk or classical art forms of (i) music, or (ii) dance,
or (iii) theatre, if the consideration charged for such performance is not more than

• one lakh rupees (before 01.04.2016) :

• one Lakhs and Fifty Thousand Rupees (Substituted by Notification No. 09/2016 dated
01.03.2016 w.e.f 01.04.2016)

Provided that the exemption shall not apply to service provided by such artist as a brand ambassador;(as
amended vide notification no. 06/2015-ST)

(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 by whatever name called,  for
residential or lodging purposes, having declared tariff of a unit of accommodation below rupees one
thousand per day or equivalent;(as amended by notification no. 06/2014-ST)

(19) Services provided in relation to serving of food or beverages by a restaurant, eating joint or a  mess,
other than those having the facility of air-conditioning or central air-heating in any part of the estab-
lishment, at any time during the year, (as amended by notification no. 3/2013-ST)

(19A) Services provided in relation to serving of food or beverages by a canteen maintained  in a factory
covered under the Factories Act, 1948 (63 of 1948), having the facility of air-conditioning or central
air-heating at any time during the year.(as inserted vide notification no. 14/2013-ST)

(20) Services by way of transportation by rail or a vessel from one place in India to another of the following
goods -

(a) Omitted Vide notification no. 3/2013-ST

(b) relief materials meant for victims of natural or man-made disasters, calamities, accidents or
mishap;

(c) defence  or military equipments;

(d) Omitted Vide notification no. 3/2013-ST;

(e) Omitted Vide notification no. 3/2013-ST;

(f) newspaper or magazines registered with the Registrar of Newspapers;

(g) railway equipments or materials;

(h) agricultural produce;

(i) milk, salt and food grain including flours, pulses and rice;(as amended vide notification no. 06/
2015-ST, w.e.f 01st April, 2015)

(j) chemical fertilizer, organic manure(inserted vide notification no. 06/2014-ST) and oilcakes;

(k) Cotton, ginned or baled (inserted vide notification no. 06/2014-ST)

21) Services provided by a goods transport agency, by way of transport in a goods carriage of-

(i) agricultural produce;

(ii) goods where gross amount charged for the transportation of goods on a consignment trans-
ported in a single  carriage does not exceed one thousand five hundred rupees; or
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(iii) goods, where gross amount charged for transportation of all such goods for a single consignee
does not exceed rupees seven hundred fifty;

(iv) milk, salt and food grain including flours, pulses and rice;(as amended vide notification no. 06/
2015-ST, w.e.f 01st April, 2015);

(v) chemical fertilizers, organic manure (inserted vide notification no. 06/2014-ST) and oilcakes;

(vi) newspapers or magazines registered with the Registrar of Newspapers;

(vii) relief materials meant for victims of natural or man-made disasters, calamities, accidents or
mishaps; or

(viii) defence or military equipments (as amended vide notification no. 3/2013-ST)

(ix) Cotton, ginned or baled (as inserted vide notification no. 06/2014-ST)

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) non air conditioned contract carriage other than radio taxi, for transportation of passengers,
excluding tourism, conducted tour, charter or hire; or;(amended vide notification no. 06/2014-
ST)

(bb) stage carriage other than air conditioned stage carriage (Inserted by Notification No.09/
2016 dated 01.03.2016 w.e.f. 01.04.2016)

(c) ropeway, cable car or aerial tramway;(Omitted w.e.f. 01.04.2016 i.e. Service Tax will be
leviable in case of service provided after 01.04.2016)

24) Omitted vide notification no. 3/2013-ST

25) Services provided to Government, a local authority or a governmental authority by way of -

(a) water supply, public health, sanitation conservancy, solid waste management or slum improve-
ment and upgradation; or(as amended vide notification no. 06/2014-ST)

(b) repair or maintenance of a vessel ;(or an aircraft deleted vide notification no. 3/2013-ST)

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;
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(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;

(p) Pradhan Mantri Suraksha Bima Yozna;(inserted vide notification no. 12/2015-ST w.e.f. 30th
April, 2015)

26A) Services of life insurance business provided under following schemes –(inserted  vide notification 49/
2012-ST)

(a) Janashree Bima Yojana (JBY); or

(b) Aam Aadmi Bima Yojana (AABY);

(c) life micro-insurance product as approved by the Insurance Regulatory and Development Au-
thority, having maximum amount of cover of fifty thousand rupees. (as inserted vide notification
no. 06/2014-ST)

(d) Varishtha Pension Bima Yojana(as inserted vide notification no. 06/2015-ST w.e.f. 01-04-2015)

(e) Pradhan Mantri Jeevan Jyoti Bima Yojana;(inserted vide notification no. 12/2015-ST w.e.f. 30th
April, 2015)

(f)      Pradhan Mantri Jan Dhan Yozana (inserted vide notification no. 12/2015-ST w.e.f. 30th April,
2015)

26B) Services by way of collection of contribution under Atal Pension Yojana; (inserted vide notification
no. 12/2015-ST w.e.f. 30th April, 2015)

26C) Services of Life Insurance business provided by way of annuity under the National Pension System
regulated by a Pension Fund Regulatory and Development Authority of India (PFRDA) under the
Pension Fund Regulatory and Development Authority Act, 2013.(Inserted By Notification 09/2016
dated 01.03.2016 w.e.f 01.04.2016)

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;
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(c) omitted vide notification no. 06/2015-ST w.e.f 01st April, 2015;

(d) omitted vide notification no. 06/2015-ST w.e.f 01st April, 2015;

(e) omitted vide notification no. 06/2015-ST w.e.f 01st April, 2015;

(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 com-
pany, 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 “excluding alcoholic liquors for human consumption” (inserted vide notification no.
06/2015-ST w.e.f. 01st June, 2015)on which appropriate duty is payable by the principal manu-
facturer; 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) Omitted Vide notification no. 06/2015-ST w.e.f 01st April, 2015;

33) Services by way of slaughtering of  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- enhanc-
ing 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 [Government, a local authority or] Inserted by Notification No. 22/2016 dated 13.04.2016
w.e.f 13.04.2016) governmental authority by way of any activity in relation to any function entrusted
to a municipality under article 243 W of the Constitution;

40) Services by way of loading, unloading, packing, storage or warehousing of rice, cotton, ginned or
baled;(as inserted vide notification no. 04/2014-ST and superseded vide notification no 06/2014-ST)



66MEMBERS’ READY REFERENCER 2016-17

41) Services received by the Reserve Bank of India, from outside India in relation to management of
foreign exchange reserves;(as inserted vide notification no. 06/2014-ST)

42) Services provided by a tour operator to a foreign tourist in relation to a tour conducted wholly outside
India. (as inserted vide notification no. 06/2014-ST)

43) Services by operator of Common Effluent Treatment Plant by way of treatment of effluent;(inserted
vide notification no. 06/2015-ST w.e.f 01st April, 2015)

44) Services by way of pre-conditioning, pre-cooling, ripening, waxing, retail packing, labelling of fruits
and vegetables which do not change or alter the essential characteristics of the said fruits or veg-
etables; (inserted vide notification no. 06/2015-ST w.e.f 01st April, 2015)

45) Services by way of admission to a museum, national park, wild life sanctuary, tiger reserve or zoo;
(inserted vide notification no. 06/2015-ST w.e.f 01st April, 2015)

46) Services provided by way of exhibition of movie by an exhibitor to the distributor or  an association of
persons consisting of the exhibitor as one of its members; (inserted vide notification no. 06/2015-ST
w.e.f 01st April, 2015)

47) Services by way of right to admission to –

(i) exhibition of cinematographic film, circus, dance, or theatrical performance including drama or
ballet;

(ii) recognised sporting event;

(iii) award function, concert, pageant, musical performance or any sporting event other than a
recognised sporting event, where the consideration for admission is not more than Rs. 500 per
person.(inserted vide notification no. 06/2015-ST w.e.f. 01st June, 2015).

48) Services provided by Government or a local authority to a business entity with a turnover upto Rs.10
Lakhs in the preceding financial year.

49) Services provided by Employees Provident Fund Organisation(EPFO) to persons governed under
the Employees’ Provident Fund and Miscellaneous Provisions Act 1952.

50) Services provided by Insurance Regulatory and Development Authority of India to the Insurer under
the IRDA Act 1999 (41 of 1999).

51) Services provided by SEBI under the SEBI Act 1992 by way of protecting the interest of the investor
in securities and to promote the development of, and to regulate, the securities market.

52) Services provided by National Centre for cold chain Development under Ministry of Agriculture, co-
operation and Farmer’s welfare by way of cold chain dissemination.

53) Services by way of transportation of goods by an aircraft from a place outside India upto custom
station of clearance in India.

54) Services provided by a government or local authority to another Government or Local authority:
Provided that nothing contained in this entry shall apply to services specified in sub clause (i), (ii),
(iii) of clause a of section 66D of the finance act 1994.

55) Services provided by Government or a local authority by way of issuance of passport, visa, driving
license, birth certificate, or death certificate.

56) Services provided by Government or local authority where the gross amount charged for such ser-
vices does not exceed Rs. 5,000/-

Provided that nothing contained in this entry shall apply to services specified in subclause (i), (ii)
and (iii) of clause (a) of section 66D of Finance Act 1994.

Provided further that in case where continuous supply of services, as defined in clause ( c) of Rule
2 of the point of taxation Rules 2011, is provided by the Government or a local authority, the exemp-
tion shall apply only where the gross amount charged for such services does not exceed Rs. 5,000 in
a financial Year.
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57) Services provided by Government or a local authority by way of tolerating non-performance of a
contract for which consideration in the form of fines and liquidated damages is payable to the Govern-
ment or the local authority under such contract;

58) Services provided by the government or a local authority by way of:-

(a) Registration required under any law for the time being in force.

(b) Testing, calibration, safety check or certification relating to protection or safety of workers,
consumers, or public at large, required under any law for the time being in force;

59) Services provided by Government or Local authority by way of assignment of right to use natural
resources to an individual farmer for the purpose of agriculture;

60) Services provided by Government or Local authority by way of any activity in relation to any function
entrusted to a panchayat under article 234G of the constituition

61) Services provided by Government or Local authority by way of assignment of right to use any natural
resource where such right to use was assigned by the Government or the Local Authority before the
1st April 2016.

Provided that the exemption shall apply only to service tax payable on one time charge payable, in
full upfront or in instalments, for assignments of right to use such natural resources.

62) Services provided by Government or Local authority by way of allowing a business entity to operate
as a telecom service provider or use radio frequency spectrum during the financial year 2015-16 on
payment of License fee or spectrum user charges.

63) Services provided by Government by way of deputing officers after office hours or on holidays for
inspection or container stuffing or such other duties in relation to import export cargo on payment of
MOT

d) Exempted as Otherwise by following Notifications:
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III. Taxable Services:

All services otherwise specifically excluded from the definition of service under section 65B(44), or by way of
Negative List as mentioned under sec 66D, or by way of specifically exempted by Mega Exemption Notification
No. 25/2012-ST or otherwise specifically exempted as issued by way of notifications by the government from
time to time stands taxable provided it refers to any activity carried out by a person for another for consideration,
and includes a declared service.

a) Declared Service:

The concept of declared services was introduced under section 66E of the Act to include most of the disputed
services, like, transactions involving software, intellectual property rights, construction services, hire purchase,
etc.

Assignment by the government of right to use the spectrum and subsequent transfers thereof is pro-
posed to be declared as a service.(Inserted by Finance Act, 2016 w.e.f 14.05.2016)

Section 65B(22)

The term declared service has been defined u/s 65B (22) of the Act as under:

“(22) “declared service” means any activity carried out by a person for another person for consideration and
declared as such under section 66E”

Hence, all the services mentioned under declared service are ‘deemed services’ to make clear the intention that
these activities will be subject to service tax. Some of these are specifically included as these are partly
covered under List II i.e., State List (like, works contract, supplier food, financial lease, etc.)

Section 66E

The services which are declared in section 66E are as follows:

(a) renting of immovable property

(b) construction of a complex, building, civil structure or a part thereof, including a complex or building in-
tended for sale to a buyer, wholly or partly, except where the entire consideration is received after issuance
of completion certificate by the competent authority.

Explanation. — For the purposes of this clause,—
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(I) the expression “competent authority” means the Government or any authority authorised to issue
completion certificate under any law for the time being in force and in case of non-requirement of
such certificate from such authority, from any of the following, namely :—

(A) architect registered with the Council of Architecture constituted under the Architects Act, 1972
(20 of 1972); or

(B) chartered engineer registered with the Institution of Engineers (India); or

(C) licensed surveyor of the respective local body of the city or town or village or development or
planning authority;

(II) the expression “construction” includes additions, alterations, replacements or remodelling of any
existing civil structure;

(c) temporary transfer or permitting the use or enjoyment of any intellectual property right;

(d) development, design, programming, customisation, adaptation, upgradation, enhancement, implementa-
tion of information technology software;

(e) agreeing to the obligation to refrain from an act, or to tolerate an act or a situation, or to do an act;

(f) transfer of goods by way of hiring, leasing, licensing or in any such manner without transfer of right to use
such goods;

(g) activities in relation to delivery of goods on hire purchase or any system of payment by instalments;

(h) service portion in the execution of a works contract;

(i) service portion in an activity wherein goods, being food or any other article of human consumption or any
drink (whether or not intoxicating) is supplied in any manner as a part of the activity.”

(j) Assignment by the government of right to use the spectrum and subsequent transfers thereof is proposed
to be declared as a service.(Inserted by Finance Act, 2016 w.e.f 14.05.2016).

IV. New Levy of Krishi Kalyan Cess

Krishi Kalyan Cess has been levied with effect from 01st June 2016 on any or all the taxable services at the rate
of 0.5% on the value of such taxable services. Credit of Krishi Kalyan Cess paid on Input Services shall  be
allowed to be used for payment of the proposed Cess on the service provided by a service provided.

V. Valuation of Taxable Services for Charging Service Tax  (Sec 67 of the Act read with Service Tax
(Determination of Valuation) Rules, 2006
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Notes:

1. Where the Central Excise Officer is satisfied that the value so determined by the service provider is not in
accordance with the provisions of this Act or Rules, he shall issue a notice to such service provider and
after giving reasonable opportunity of being heard, determine the value of such taxable service.

2. All expenditure or costs incurred by service provider in the course of providing taxable service to be
included in the value for the purpose of charging service tax.

3. Expenditure or costs incurred shall  be excluded from the value of taxable services provided by pure agent,
if 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 for making payment to the third party;
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(iv) the recipient of service authorizes 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 and services procured by the service provider from the third party as pure agent of the
recipient of service are in addition to the services he provides on his own account

4. There are specific inclusions and exclusions for valuation of  taxable service as tabulated under:

VI. Payment of Service Tax at Composite Rates

The following four service providers have the option to pay service tax at composite rates as mentioned under.
Such option once applied shall apply uniformly for the entire year and cannot be changed during a financial year
under any circumstances.

a) Air Travel Agents(Rule 6(7) of the Service Tax Rules, 1994) - w.e.f. 01.06.2015

Note: for the figures 0.6% and 1.2%, the figures 0.7% and 1.4% shall respectively be substituted from the
date yet to be notified by  the  Central Government (As amended by notification no. 05/2015-ST dated 01st
March, 2015)

0.7%

1.4%
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b) An Insurer carrying on life Insurance Business (Rule 6(7A) of the Service Tax Rules, 1994)- w.e.f. 01.06.2015

Note: for the figures 3% and 1.5%, the figures 3.5% and 1.75% shall respectively be substituted from the
date yet to be notified by  the Central Government (As amended by notification no. 05/2015-ST dated 01st
March, 2015)

c) Service providers providing service of purchase or sale of foreign currency including money chang-
ing (Rule 6(7B) of the Service Tax Rules, 1994) - w.e.f. 01.06.2015

Note:

1) In sl. No. 1 for the figures and words 0.12% and Rs.30/-, the figures and words 0.14% and Rs. 35/-
shall respectively be substituted

2) In sl. No. 2 for the figures and words 120 and 0.06%, the figures and words 140/-  and 0.07%  shall
respectively be substituted

3) In sl. No. 3  for the figures and words 660 and 0.012% and Rs. 6000/-, the figures and words 770/-
and 0.014%% and Rs. 7000/-  shall respectively be substituted from the date yet to be notified by
the   Central Government (As amended by notification no. 05/2015-ST dated 01st March, 2015)

d) The Distributor or selling agent providing the taxable service of promotion, marketing, organizing
or in any other manner assisting  in organizing lottery(Rule 6(7C) of the Service Tax Rules, 1994) -
w.e.f. 01.06.2015

Note: for the figures 7000/- in Sr. No. 1 and 11000/- in Sr. No. 2, the figures 8200/- and 12800/- shall
respectively be substituted from the date yet to be notified by  the   Central Government (As amended by
notification no. 05/2015-ST dated 01st March, 2015)

3.5% of the premium charged

1.75% w.e.f 01.06.2015

0.14%

140 Plus 0.07%

770 Plus 0.012%

8,200/-

12,800/-
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VII. Export  and Import of Taxable Services

W.e.f. 01st July, 2012 Export and Import of taxable services are determined by sec 66C of the Act, read
with Rule 6A of the Service Tax Rules, 1994 and Place of Provision of Service Rules, 2012.

Sec 66C determines the place where such services are provided or deemed to have been provided or
agreed to be provided or deemed to have been agreed to be provided by way of Place of Provision of
Service Rules, 2011.

Rule 6A of the Service Tax Rules, 1994 determined the conditions wherein the service shall be treated as
export of service. As per Rule 6A the provision of any service provided or agreed to be provided shall be
treated as export of service when,

a) The provider of service is located in the taxable territory,

b) The recipient of the service is located outside India,

c) The service is not a service specified in sec 66D of the Act,

d) The place of provision of the service is outside India,

e) The payment for such service has been received in convertible foreign exchange by the service
provider, and

f) The provider of service and recipient of service are not merely establishment of distinct person in
accordance with item (B) of Explanation 3 of clause (44) of sec 65B of the Act.

Where any service is exported, the Central Government may, by notification, grant rebate of service tax  or
duty paid on input services or inputs used in providing such services subject to the safeguards, conditions
an limitations as may be specified in the notification.(Refer Not. No. 39/2012-ST dated 20th June, 2012,
41/2012-ST dated 20th June, 2012)

a) Place of Provision of Service Rules, 2012

The Place of Provision of Service Rules, 2012 replaces the Export of Service Rules, 2005 and the Taxable
of Services (Provided from outside India and Received in India) Rules, 2006. The Place of Provision of
Services Rules are summarized as under:
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VIII. Point of Taxation Rules

The Point of Taxation Rules, 2011 provide for the determination of point in time when the service is
deemed to have been provided both for the purpose of collection of service tax and to determine the rate
of service tax applicable.

Determination of Point of Taxation

General rule for determination of point of taxation is as below:

Rule 3 - Where the invoice is raised within the stipulated time period, i.e., 30 days from the date comple-
tion of service, the point of taxation would be earlier of the two:

i. Date of invoice, or
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ii. Date of receipt of payment

Where the invoice is not raised within the stipulated time period, i.e., 30 days from the date completion of
service, the point of taxation would be earlier of the two:

i. Date of completion of provision of service

ii. Date of receipt of payment, to the extent of payment received

Thus, where the invoice is not raised within the stipulated time the point of taxation is the date of comple-
tion of provision of service.

In the case of continuous supply of service, where in terms of the contract the provision of the whole or
part of the service is determined periodically on the completion of an event and such event requires the
service receiver to make payment, the date of completion of each such event shall be the date of comple-
tion of provision of services.

Rule 2 (C) defines the continuous supply of service as follows:

“continuous supply of service” means any service which is provided, [or 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 where the Central Government, by a notification in the Official Ga-
zette, prescribes provision of a particular service to be a continuous supply of service, whether or not
subject to any condition”

Change in effective rate of tax

Rule 4 - Change in effective rate of tax should include, change of rate of tax itself, or change in any
exemption or change in any other provisions which has the effect of changing the taxable value of a
service.

Determination of point of taxation as per Rule 4 of the Point of Taxation Rules, 2011 in cases where there
is a change in effective rate of tax would be as below:

Introduction of new services

Rule 5 - When any new services are made taxable or in case of New levy, then no tax shall be payable:

i. to the extent invoice has been issued and the payment is received against such invoice before such
service became taxable, also

ii. no tax is payable where the payment is received before the service becomes taxable and the invoice
for the same is issued within 14 days from the date when the service first becomes taxable.

Point of taxation in case of payment of tax under reverse charge

Rule 7 - The point of taxation in case of payment of service tax by the recipient of service will be the date
of payment of invoice. However, where the payment is not made within 3 months from the date of invoice,
the point of taxation should be the date immediately following the said period of 3 months.



78MEMBERS’ READY REFERENCER 2016-17

Rule 10-  If the invoice is issued before 01st Day of October, 2014, but the payment has not been made as
on the said date, the point of taxation shall be the date on which the payment is made if the payment is
made within a period of 6 months of the date of invoice. If the payment is not made within a period of 6
months of the date of invoice, the point of taxation shall be determined as if Rule 7 and this Rule do not
exist.

Point of taxation in case of associated enterprises

In case of associated enterprises where the person providing the service is located outside India, the point
of taxation should be the date of debit in the books by the service receiver or date of payment, whichever
is earlier.

Point of taxation in case of copyrights, etc.

In case of payments pertaining to copyrights, trademarks, designs, etc., where it is difficult to ascertain
the consideration for the provision of service at the time when service was performed and the subsequent
use of which gives rise to any payment of consideration, the service shall be treated as having been
provided:

i. each time a payment in respect of such use or benefit is received by the service provider; or

ii. each time the service provider issues an invoice, whichever is earlier.

Unavailability of data

As per Rule 8A, where there is unavailability of data in relation to the date of invoice or date of payment, or
both, the Central Excise officer determine POT with the help of the books of accounts or other evidences
made available to him on best judgement basis.

With effect from 01.06.2015 the service tax rate has been amended to 14% from 12.36%. The following
table shows the impact of this change of rate depending on the following three events:

• Date of provision of service

• Date of issue of Invoice

• Date of receipt of payment

IX. Miscellaneous

a) Principles of Interpretation (Sec 66F)

i) Unless otherwise specified reference to a service (hereinafter referred to as main service) shall
not include reference to a service which is used for providing main service.

ii) Prevalence of more specific description over general description where a service is capable of
differential treatment on account of peculiarity of its description.

iii) Bundled Service: It applies where two or more services are bundled together in the ordinary
course of business or not in such ordinary course of business

iv) Bundles service is defined as a bundle of provision of service wherein an element of provision
of one service is combined with an element or elements of provision of any other service or
services.
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Taxability of Bundled Service

If  various elements are naturally If various elements are not naturally
Bundled in the ordinary course of Bundled in the ordinary course of

Business Business

The provision of single service which The provision of single service which results in
Gives such bundle its essential highest liability of service tax.

characteristics

b) Best Judgement Assessment (Sec 72)

• CEO empowered to call accounts, documents or other necessary evidences in case person
liable to pay service tax :

a) Fails to furnish the return u/s 70;

b) Having filed return, failed to assess tax correctly

• After giving an opportunity of being heard to assessee, CEO to make assessment of value of
taxable service and determine sum payable/refundable to the best of his assessment.

c) Special Audit (Sec 72A)

• The Commissioner of Central Excise is empowered to direct any person liable to pay service
tax to get his accounts audited by a CA or Cost Accountant noominated by him if he has
reasons to believe that such person-

a) Has failed to declare or determine the value of taxable service correctly; or

b) Has availed & utilized Cenvat credit

i) Which is not with the normal limits having regard to the nature of taxable service provided,
the  extent of capital goods used or the type of input or input services used, or any other
relevant factor as he may deem appropriate; or

ii) By means of fraud, collusion or any willful misstatement  or suppression of facts; or

c) Has operations spread out in multiple locations and it is not possible or practicable to obtain a
true and complete picture of his accounts from the registered premises falling under the juris-
diction of the said commissioner.

• The CA or CWA shall submit a report duly signed and certified by him to the said Commis-
sioner mentioning therein such other particulars as may be specified by him.

• The Commissioner is empowered to order for such audit irrespective of the facts  that the
accounts of such person have been audited under any other law for the time  being in
force.

• The person liable to pay tax shall be given an opportunity of being heard in respect of any
material gathered on the basis of the audit and proposed to be utilised in any proceeding
under the provisions of this Chapter or rules made thereunder.

d) Demand under Service Tax (Sec 73)



80MEMBERS’ READY REFERENCER 2016-17

The Demand is governed by sec 73 the provisions of which can be summarized as under:
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e) Appeals

Note:1) Every application made before the Appellate Tribunal, —

a) in an appeal for grant of stay or for rectification of mistake or for any other purpose; or

b) for restoration of an appeal or an application, shall be accompanied by a fee of five
hundred rupees

2) where an order passed u/s 85 relates to the export of service and the matter relates to the grant
of rebate of service tax on input services, or rebate of duty paid on inputs, used in providing
such service, such order shall be dealt with in accordance with the provisions of sec 35EE of
the Central Excise Act, 1944. (as amended by Finance Act, 2015 w.e.f 14th May, 2015)
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f) Penal Consequences

Notes :

1. As per sec 80 of the Act no penalty u/ss. 76 & 77 shall be imposed if the assessee proves that there
is "reasonable cause" for the failure. (Omitted by Finance Act, 2015 w.e.f 14th May, 2015)Further,
the Central Excise Officer has the discretion to waive of penalty u/s 78 on ‘reasonable cause’ which
would be available only where true and complete details of transactions are available in the ‘specified
records’ and not in other cases.(upto 13th May, 2015)

2. The Finance Act, 2011 has sought to provide for a reduction in penalty u/s. 78 where true and
complete details of transactions are available in the "specified records’ In such cases, the aforesaid
penalty would be only 50% of the tax involved. A further reduction of the penalty in such cases (i.e
where true and complete details of transactions are available in the ‘specified records’) to 25% of the
tax involved is also sought to be provided if the tax, interest and penalty of 25% of the tax is paid
within 30 days. (90 days in case of assessees having value of taxable services less than 60 lakhs)
from the date of communication of the adjudication order.(Upto 13th May, 2015)
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3. Penalty for delay in payment or non-payment of service tax u/s. 76 would not be imposable where the
penalty u/s. 78 for concealment or suppression of value of taxable service is payable.

4. No penalty shall be payable where the service tax and interest is paid within 30 days of receipt of
SCN u/s 73(1) and the proceedings shall be deemed to have been concluded. The penalty payable
shall be 25% of the penalty imposed by way of order u/s 73(2) provided such penalty is also paid
within 30 days of the receipt of order.(As amended by Finance Act, 2015 w.e.f. 14th May, 2015)

5. The penalty shall be 50% of the service tax so determined in respect of the transaction mentioned in
sec 78(1) where the details of such transactions are recorded in specified records for the period
beginning with 08th April, 2011 upto 14th May, 2015 (both days inclusive)

6. The penalty shall be 15% of the service tax where the service tax and interest is paid within a period
of thirty days of the date of service of notice under the proviso to sec 73(1) and the proceedings in
respect of service tax, interest and penalty shall be deemed to be concluded. The penalty shall be
25% of the tax so determined where service tax ,interest  along with the reduced penalty is paid
within 30 days of the receipt of the order of CEO u/s 73(2)

7. Section 78B has been inserted in the Act to prescribe that all cases pending adjudication as on 14th
May, 2015 shall be governed by new amended provisions and the thirty days limit for paying reduced
penalties under sections 76 or 78 shall be counted from 14.05.2015.

8. Section 80, which provided for waiver of penalty in view of natural justice under existence of reason-
able cause for failure to comply with the provisions, is omitted w.e.f. 14th May, 2015

g) Prosecution under service tax law

The Finance Act, 2011 has introduced the prosecution under service tax law by enacting a new section 89.
Further sections 9A, 9AA, 9B, 9E and 34A of the Central Excise Act, 1944 have been made applicable to
service tax. These provisions together constitute the provisions relating to prosecution of offences which
are briefly described below –

Section 89 prescribes the offences and the quantum of punishment. The punishable offences enumerated
in section 89(1) are the following :

i. knowingly evades the payment of service tax under the provisions of the Act or the Rules made
thereunder;

ii. availment and utilisation of credit without actual receipt of taxable service or excisable goods either
fully or partially in violation of the Act or Credit Rules;

iii. maintenance of false books of account;

iv. failure to supply information or supply of false information;

v. failure to pay to the Government any amount collected as service tax beyond a period of six months
from the date on which such payment became due;

The quantum of punishment imposable is detailed in the table below:

i. In case of offence mentioned in clause (i) to (iv), Where amount exceeds 2 crore – 6 months to 3
years imprisonment, and in case of offence mentioned in clause (v), Where amount exceeds 2 crore
- 6 months to 7 years

ii. In case of any other offences (less than or equal  to rupees 2 crores), up to 1 year imprisonment

a) First Offence – up to 1 year imprisonment

b) Subsequent offences for (i) to (iv) and (ii) above – up to 3 years imprisonment.

The punishment mentioned in Sl. Nos. (i) & (ii)(b) above, cannot in absence of ‘special and adequate
reasons’ to be recorded in the judgment of the court be reduced below six months. Such special and
adequate reasons would not include the following :

a. conviction of the accused for the first time for an offence under the Act.

b. payment of penalty or any other action taken for the same act which constitutes the offence.

c. the fact that the accused was not the principal offender and was acting merely as a secondary party
in the commission of the offence.

d. the age of the accused.

The above prosecution provisions can be initiated only with the previous sanction of the Pr. Chief Commis-
sioner of Central excise Or Chief Commissioner of Central excise.
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WEST BENGAL VWEST BENGAL VWEST BENGAL VWEST BENGAL VWEST BENGAL VAAAAAT AT AT AT AT ACTCTCTCTCT, 2003, 2003, 2003, 2003, 2003
1. REGISTRATION:
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2. DOCUMENTATION:



86MEMBERS’ READY REFERENCER 2016-17

3. VAT RETURNS AND PAYMENT OF TAXES

The return Under Section 14, 14D, 15, 15R shall be furnished electronically through such website

i) Digital Signature where such dealer happens to be a company, incorporated under the companies
act 1956 or companies act 2013, or a dealer having turnover of sales or contractual transfer price or
both, in excess of Rs. 50 Lakh in the immediate previous year.

ii) Either under digital signature or without digital signature where such dealer is not covered under
clause(i).

Provided that a dealer furnishing return under digital signature as per clause (i) and (ii) shall neither be
required to submit the return nor submit an acknowledgement to the appropriate assessing authority.

Provided that where a dealer has submitted the return electronically without using digital signature shall
submit the acknowledgement in paper form within 15 days from the expiry of due date of furnishing the
said return or such further time extended by the commissioner.

4. INPUT TAX CREDIT :

INPUT TAX in relation to a tax period means the amount of tax paid or payable under the Act, other than tax paid
on the purchase of raw jute, by a registered dealer (other than those enjoying the benefit of composition scheme),

to a registered dealer, or a dealer who has filed an application for registration within 30 days from the date of
incurring liability to pay tax, at the time of purchasing taxable goods, other than such taxable goods as may be
prescribed, during the period.

TAX CREDIT is the amount of input tax for which you are allowed to claim a credit. It is also referred to as
“INPUT TAX CREDIT”, which means setting off the amount of input tax or part thereof, by a registered dealer
against the amount of output tax payable by him.

NET TAX is the difference between your Output Tax and the Tax Credits you are allowed to claim during a
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given tax period. It could be a positive or a negative amount. The negative amount represents tax credits in
excess of output tax for a given period.

The original TAX INVOICE is the proof required to claim input tax credit. There is no need for a ‘one to one’
correlation between input tax credit and output tax. The operation of the input tax mechanism is very simple. The
dealer will be eligible to take credit of the eligible to take credit of the eligible input tax during a tax period as
specified on the entire purchases.

What Input Tax Credit can you claim?

The Input tax credit or input tax rebate shall be allowed to the extent of the amount of tax paid or payable by the
purchasing dealer on his purchase of taxable goods other than taxable goods specified in section 22 as negative
list goods made in the state from a registered dealer when such goods are purchased for:

1. Sale or resale by him in West Bengal

2. Sale in the course of inter-state trade of commerce within the meaning of Section 3 of Central Sales Tax
Act 1956.

3. Use as containers or materials as packing of taxable goods intended for sale, in the state or in the course
of inter-state trade of commerce within the meaning of Section 3 or Section 5 of Central Sales Tax Act
1956.

4. Use as raw materials or capital goods required for the purpose of manufacture of taxable goods intended
for sale  in the state or in the course of inter-state trade of commerce within the meaning of Section 3 of
Central Sales Tax Act 1956.

5. Use as containers or packing materials for the use in packing of goods so manufactured as referred to in
clause (4) above.

6. Use in execution of Works contract

7. Use of raw materials and capital goods required for the purpose of manufacture of any goods to be sold in
the course of export under Section 5of Central Sales Tax Act 1956, and containers or packing materials for
use in packing of goods so manufactured, or

8. Making zero rated sales other than those referred to in Clause(7) above, provided further that the burden of
proof that such goods are meant for the purposes mentioned in Clause (1) to (2) shall lie on such dealer.

Carrying Over Of Credit

If the tax credit exceeds the tax payable on sales in a month, the excess credit will be carried over to the end of
next financial year. If there is any excess unadjusted input tax credit at the end of second year, then the same
will be eligible for refund.

Inputs Procured From Other States

The continuance of CST Act is posing a major problem in introducing a full fledge VAT in the country. Since the
CST revenue goes to the respective State which collects it, other States are not willing to allow input tax credit
of the same. Therefore tax paid on inputs procured from other States through inter-State sale is not eligible for
credit. However a decision has been taken to duly phase out the Central Sales Tax (CST).

Input Tax Credit on Capital Goods

Input tax credit in respect of capital goods as referred to under section 2(6), purchased by a registered dealer for
manufacture of taxable goods for sale or for execution of works contract or for keeping the goods in saleable
condition, as the case may be, is to be allowed in the manner laid down in rule 19.

Rule 19 states that where Capital goods, as referred to in clause 6 of section 2, have been purchased by a
registered dealer for purpose for which input tax credit or input tax rebate u/s 22(4) is allowed on such capital
goods, the input tax credit/rebate on such shall be available in one instalment only in the month in which such
goods have been capitalized in the books of accounts of such dealer.
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1. Provided that where the total amount of input tax credit or the input tax rebate in respect of capital goods
value of which is above rupees one crore, has not been claimed by a registered dealer till coming into force
of this provision, the remaining amount of input tax credit or input tax rebate in respect of such capital
goods may be available in one instalment within three months of coming into force of this provision:

2. Provided further that input tax credit or input tax rebate in respect of capital goods acquired by a registered
dealer on hire purchase or on instalment or on transfer of right to use, shall be available only on the amount
of tax charged by the selling dealer during a tax period.

Clause 2A states that where Capital goods are purchased and capitalised for manufacturing both taxable
and non-taxable goods, input tax credit that can be availed will depend on the expected sale of taxable
good as a percentage of total sales and the input tax credit shall be available to the extent of :

 Serial Percentage of no(1) expected taxable Input tax credit available(3)
sales to total sales (2)

 1 Less than 25% 15%

 2 25% and above but less than 50% 40%

 3 50% and above but less than 75% 70%

 4 75% and above but less than 100% 90%

 5 100% 100%

3. Provided further that where a registered dealer has enjoyed input tax credit /rebate on capital goods in
accordance with the provisions of this sub-rule and at the end of the period it is found that the registered
has availed excess credit, then such excess credit would be reversed back to the extent of the amount for
which he is ineligible in the first month following such period.

For the purpose of this sub rule ‘period’ means twelve consecutive months following the month of capitali-
zation of the capital goods in the books of accounts of the registered dealer.

4. Where a non-taxable goods become taxable from a particular date after the appointed date and input tax
credit or input tax rebate has not been availed on capital goods used in manufacturing such goods, then
the amount of input tax credit or input tax rebate that will be available on such capital goods shall be
calculated on the basis of the following formulae :

Y = A × B / C

Where,
Y = Input tax credit or Input tax rebate available
A = Input tax credit paid at the time of purchase of the capital goods.
B = Written down value of the capital goods on the date from which goods become taxable.
C = Actual cost as capitalized of the Capital goods.

The expression ‘Written down Value ‘used in the formulae means the actual cost less the depreciation till
the date prior to the date from which the goods became taxable.

5. Where a manufacturer of taxable goods manufactures capital goods required by him, for the process of
such manufacture, he shall be entitled to avail of the input tax credit or input tax rebate in respect of
purchase of such goods, required directly for the purpose of manufacture of such capital goods.

5. ROAD PERMIT & WAY BILL
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6. SELF-ASSESSMENT:

The VAT liability is self-assessed by the dealers themselves in terms of submission of returns upon setting-off
the tax credit. There will no longer be compulsory assessment at the end of each year as was existing under the
erstwhile sales tax laws. If no specific notice is issued, proposing departmental assessment of the books of the
accounts within the specified time, the dealer will be deemed to have been self-assessed on the basis of the
returns submitted by him.

7. AUDIT:

A certain percentage of dealers will be taken up for audit every year to ascertain the correctness of self-
assessment. If evasion is detected on audit, the concerned dealer may be taken up for audit for previous periods
up to last five years. More complying dealers will be audited less frequently. All dealers are expected to be
audited at least once in five years.

wing will remain delinked from the tax collection and monitoring wing to remove any bias. Simultaneous restruc-
turing and computerization is going on in the sales tax directorates. The audit team will conduct its work in a time
bound manner and audit will be conducted within 6 months. The audit report will be transparently sent to the
dealer also.

8. COMPOSITION SCHEME FOR RESELLERS:

The Small dealers with annual gross turnover not exceeding Rs.50 lacs, who are otherwise liable to pay VAT,
however have been given the option for a composition scheme with payment of tax at the rate of 0.25% of gross
turnover or a fixed amount. States have been given freedom to fix the turnover limit to opt for the composition
scheme between the threshold limit of exemption and ` 50 lacs.

In West Bengal, A reseller, registered under the VAT Act and engaged in buying and selling goods within West
Bengal, and having an annual turnover of sales not exceeding fifty lakh rupees in the preceding year will under
the provisions of Section 16(3) of the Act have an option to pay tax at the compounded rate of 0.25 %
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on the entire turnover of sales or a fixed amount. Dealers having gross sales not exceeding fifty lakh rupees in
the year 2004-2005, under the West Bengal Sales Tax Act, 1994, could also opt for this scheme. However,
dealers effecting inter-State sales of inter-State purchases are not eligible for this scheme. [Sec 16(3)]. The
dealer has to exercise his option in Form 16 within 90 days of the commencement of the year and for new
dealers within 30 days of receiving the registration certificate.

Once a dealer has exercised option for payment of tax at the compounded rate, it will be valid for one financial
year.

However once the dealer crosses the limit of Rs.50 lacs then the composition scheme on his subsequent sales
will cease to operate from the month following the month in which the threshold limit of Rs.50 lacs is crossed and
in case of dealer paying fixed amount has to apply for normal registration.

It may be mentioned here that the dealers opting for payment of tax at compounded rate are not entitled to input
tax credit and cannot issue tax invoices.

With effect from 10/8/2006 yet liberal composition schemes for clubs and dealers engaged in earning their
income from transferring the right to use any goods as mentioned in the definition of sales in section 2(39)(c) of
the Act have been provided in Section 16(3A) and 16(3B) of the Act read with Rule 38A and Rule 38B of the
Rules. The restriction relating to turnover of ̀  50 lacs and inter-state transactions for clubs and dealers engaged
in earning their income from transferring the right to use any goods is not applicable.

Further, with effect from 01/04/2010 a similar composition scheme For Dealers engaged in making sales of
cooked food, non-alcoholic drinks and beverages have been introduced by inserting sub section 6 to Section 16
of the Act with a turnover criteria of ` 15 lacs in this case. Rule 38C of the Act prescribes the conditions.

Composition Scheme For Works Contractor

Works contractors registered under the VAT Act also have an option to opt for the composition scheme and pay
tax at a compounded rate on the entire contractual transfer price. Different compounded rates have been fixed
by different State Governments for works contractors. In West Bengal section 18 (4) provides for an option to
works contractors in West Bengal to pay tax at a compounded rate of not less than 2% and not exceeding 5%.
Accordingly the composition rate has been fixed by Rule 39(3) at 3% of the aggregate amount received or
receivable in respect of such works contract. However the dealer should not be involved in execution of works
contract in the course of inter-State trade or commerce nor with effect from 01/04/2007 the dealer should be
involved in reselling goods in terms of clause(ba) inserted to sub section 4 of Section 18 of the Act.

The dealer opting for the composition scheme will not be entitled to input tax credit. Further he cannot issue tax
invoice.

NB “Act” mentioned above refers to the West Bengal value Added Tax Act, 2003

“Rules” mentioned above refers to the West Bengal Value Added Tax Rules, 2005

9. MANDATORY SUBMISSION OF RETURN USING DIGITAL SIGNATURE

All registered dealers filing return in Form 14/14D/15/15R having turnover of sales or contractual transfer price or
both in the immediate previous year, i.e., 2015-16, in excess of rupees fifty lakhs or having registration under the
Companies Act, 1956, or the Companies Act, 2013, shall have to furnish return using DIGITAL SIGNATURE
mandatorily from quarter ending 30th June, 2016, in terms of amended rule 34A(3) of WBVAT Rules, 2005.
These dealers need not submit any signed hard copy of the said return furnished on line or the acknowledgement
thereof, at the Charge Office/ LTU/ Central Section, as the case may be.
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THE WEST BENGAL TTHE WEST BENGAL TTHE WEST BENGAL TTHE WEST BENGAL TTHE WEST BENGAL TAX ON ENTRAX ON ENTRAX ON ENTRAX ON ENTRAX ON ENTRY OFY OFY OFY OFY OF

GOODS INTO LGOODS INTO LGOODS INTO LGOODS INTO LGOODS INTO LOCAL AREAS AOCAL AREAS AOCAL AREAS AOCAL AREAS AOCAL AREAS ACTCTCTCTCT, 2012, 2012, 2012, 2012, 2012
1.0 INTRODUCTION

The West Bengal Tax on Entry of Goods into Local Areas Act, 2012 was introduced in the State of West Bengal
w.e.f. 01-04-2012. Thereafter, Entry Tax at the rate of 1% is leviable on entry of goods into local area for
consumption, use or sale therein from outside the State [inter-state movement], within the State [intra-state
movement] as well as from outside India [Import]. It is to be noted that entry tax is to be paid on both purchases
as well as stock transfer of goods as the tax is on entry of goods.

Further, No set-off is available for payment of entry tax against VAT – Hence, the same becomes a COST;

2.0 GOODS ON WHICH ENTRY TAX IS PAYABLE:

The levy of Entry Tax is @ 1% on the import value on goods falling under Schedule C, CA & D of the WB VAT
Act 2003.

Entry Tax is not payable on the following as the same is kept outside the purview of Entry Tax either by way of
Exemption or by way of deduction from the ‘taxable turnover of imports’ [on which entry tax is leviable] –

(a) Goods dispatched, directly to a place for immediate export of such goods out of the territory of India within
the meaning of section 5(1) of the Central Sales Tax Act, 1956, from such place in the same form in which
such goods have been entered into the local area;

(b) Goods dispatched, directly to a place outside the State in the same form in which such goods have been
entered into the local area;

(c) Imports which have already been subjected to tax under this Act in the same form;

(d) Goods purchased in the same form against a tax invoice, or invoice, or bill issued under the West Bengal
VAT Act, or the West Bengal Sales Tax Act, by a dealer registered under the West Bengal VAT Act, or the
West Bengal Sales Tax Act, as the case may be;

(e) turnover of imports relating to entry of specified goods into a local area where it is proved to the satisfac-
tion of the Commissioner that such goods have been transported from within West Bengal from another
place of business of such dealer or importer other than a dealer, i.e. Intra State Stock Transfer;

(f) Where a manufacturer or printer as the case may be, of newspaper organisation registered with the Regis-
trar of Newspapers of India imports newsprint into a local area in West Bengal for the purpose of printing in
West Bengal of newspaper only, no tax shall be levied under this Act subject to furnishing of a declaration
appended to Rule 6A;

(g) Where it is proved to the satisfaction of the appropriate assessing authority that any specified goods have
been dispatched outside the State in the same form without making any consumption, use or sale thereof
within three months from the date of entry of the very same goods into a local area of the State, the amount
of tax paid under this Act by a registered dealer on entry of such specified goods in the same form into the
local area shall be allowed to be deducted from or adjusted with the amount of tax payable by such registered
dealer for the tax period in which such goods have been so dispatched. The registered dealer has to furnish
satisfactory proof of payment of tax under this Act in respect of entry of those specified goods in the same
form within a period of three months before the date of such dispatch to outside the State and complies with
the provisions of section 6A of the Central Sales Tax Act, 1956 (74 of 1956), in respect of such dispatch.

(h) the entry of specified goods by or on behalf of a registered dealer involves sales return within six months
from the date of sale under the West Bengal Value Added Tax Act, 2003 or the West Bengal Sales Tax
Act, 1994, by such dealer; Further, the import value of specified goods returned in the same form by a
registered dealer within six months of entry of such goods into a local area to the consignor outside West
Bengal, shall be allowed as deduction from the turnover of imports of the dealer if it is proved that tax was
originally paid under the Act at the time of entry of such specified goods into the local area and where such
dispatch outside the State relates to purchase return by such registered dealer or return out of the speci-
fied goods received on stock transfer from outside the Stale.
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(i) the entry by or on behalf of dealer or an importer other than a dealer relates to specified goods manufac-
tured in another local area within the State using specified goods on which tax is paid or payable under this
Act:

(j) the entry or specified goods by or on behalf of a registered dealer involves sales return within six months
from the date of sale under the Central Sales Tax Act, 1956, by such dealer;

(k) such specified goods being entered by any person or on his account is his personal effects or for shifting
of his residence;

(l) such specified goods is consigned by defence group under the Ministry of Defence, Government of India;

(m) such consignment of goods is for bond to bond transfer by customs group, where the Specified goods are
moved under seal of Customs Department and supported by a declaration similar to the declaration men-
tioned in clause (e) of rule 99 of the West Bengal Value Added Tax Rules, 2005;

(n) such specified goods is consigned to any diplomatic mission or to an officer of any such diplomatic
mission or to any person of such diplomatic mission, or to any organisation of the United Nations, for their
official use;

(o) the import value in respect of entry of a consignment of specified goods into a local area from another local
area within the State does not exceed twenty-five thousand rupees.

Further, Entry tax shall not be payable where goods are transported through West Bengal to other States or
where the goods are meant for export out of the territory of India.

3.0 IMPORT VALUE ON WHICH ENTRY TAX IS PAYABLE:

Import value in respect of a consignment of specified goods upon entry of such goods in a local area by or on
behalf of a dealer or an importer other than a dealer, means––

(a) the price or cost at which the dealer or importer other than a dealer has purchased or procured or acquired
or obtained the specified goods, as shown in the original tax invoice, invoice or bill or stock transfer advice
or document of like nature; or

(b) where the tax invoice, invoice or bill or stock transfer advice or document of like nature is not available or
is not produced, or where the price or cost of such specified goods is not separately mentioned therein, or
where the tax invoice, invoice or bill or stock transfer advice or document of like nature produced is proved
to be false or the information furnished therein is found to be incorrect, the prevailing market price of such
specified goods in the local area;

In case of imports from outside India, entry tax is payable on value given in the invoice or bill multiplied by the
currency exchange rate as accepted by Customs Authorities. No entry tax is payable on freight or customs
duty, etc.

4.0 COMPLIANCES UNDER ENTRY TAX:

Registration Every Dealer registered under West Bengal VAT Act/ West Bengal Sales Tax Act,
importing goods through waybill shall be deemed to be registered from the first date
he generates or applies for waybill after 01.04.2012. Dealers applying for registration
after 01.04.2012 under West Bengal VAT Act or West Bengal Sales Tax Act may
opt for registration

Furnishing Return Quarterly Return in Form ET-3 to be filed before the end of the succeeding calendar
month following the end of the quarter

Payment of Entry Tax Within 21 days from end of the month. In case of delay in payment interest shall be
payable @ 1% per month for the first 90 days and ;or 1.5% p.m for next 210(300-90)
days and ;oe 2% per month for the days remaining after the first 300ndayst. Excess
entry tax paid by a Registered  Dealer in one month, can be adjusted in the next
month provided it is within the same accounting year. But if, excess amount of entry
tax in the month of March same cannot be adjusted in the month of April. Such
excess payment will be refunded upon application and after making assessment.



93MEMBERS’ READY REFERENCER 2016-17

CENTRAL SALES TCENTRAL SALES TCENTRAL SALES TCENTRAL SALES TCENTRAL SALES TAX AAX AAX AAX AAX ACTCTCTCTCT, 1956, 1956, 1956, 1956, 1956
PURPOSE/SCOPE

(i) This Act is applicable to sales/purchases taking place in course of inter state trade and commerce.

(ii) The inter state nature of transaction is to be determined as defined in Section 3(a)/(b). If sale/ purchase
occasions movement of goods from one State to another State, it is an interstate sale. A sale, effected by
transfer of documents of title to goods when goods are in inter-state movement, is also an inter-state sale.

(iii) Section 4 of the CST Act determines situs of sale: i.e. State in which the sale takes place. Accordingly the
situs is to be decided on the location of the goods at the time of sale.

(iv) Section 5 defines the sale/purchase-taking place in course of import/export and such transactions are
immune from levy of any tax by State Government or Central Government. [(Sections 5(1), 5(2) and 5(3)].

The sale of goods to any exporter for the purpose of complying with the pre-existing order and covered by
Section 5(3) is also exempt as deemed export. These sales are to be supported by Form H along with export
order details and copy of bill of lading etc. as evidence of actual export.

EXEMPTIONS

(i) Section 6 is charging Section. As per Section 6(2) subsequent inter-state sale transaction taking place by
transfer of documents of title to goods, when the goods are in course of movement, are exempt. For this purpose
the claimant dealer has to obtain Form E-1 from his vendor (if such vendor is first seller otherwise, E-II) and
Form ‘C’ from the buyer.

(ii) Sale to notified foreign diplomat authorities is also exempt u/s. 6(3) against Form ‘J’.

(iii) The inter state sale to units situated in Special Economic Zone (SEZ) or developers of SEZ against Form
‘I’ are exempt as per Sections 8(6) read with Section 8(8).

BRANCH/CONSIGNMENT TRANSFER

Under Section 6A, branch/consignment transfer is allowed only if Form ‘F’ is produced, else it will be deemed to
be a sale. Form ‘F’ is required to be obtained from transferee branch/agent. One Form ‘F’ can cover transfers
effected in one calendar month.

RATES OF TAX

As per Section 8 of CST Act, the rates of taxes are to be decided as per rates under Local Act. The rates can
be as under:

Local Rate of Tax Rate of Tax under C.S.T. Act

Supported by ‘C’ Form Without ‘C’
(Form D is abolished) Form

Declared goods 2% 5%

If the goods are generally exempt under Local Act Exempt Exempt

1% 1% 1%
(C form not required)

5% 2% 5%

14.5% 2% 14.5%

REGISTRATION, FORM ‘C’ PURCHASES AND OTHER PROVISIONS

1. There is no threshold limit for registration under CST Act and hence even on the basis of single transaction
a dealer will be liable for registration under Section 7(1). The dealer can also obtain registration voluntarily
along with registration under VAT Act as per Section 7(2) of CST Act. Application for registration should be
in Form A. Registration certificate will be in Form B.

2. As per Section 9(2), the interest/penalty/return/ assessment provisions applicable under Local Act are
also applicable to CST Act. In addition there are provisions for levy of penalty u/s. 10 like contravention of
the conditions of declaration forms, wrong issue of form etc.
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3. Purchases to be effected against Form ‘C’ are subject to conditions. The compliance is to be checked
before using Form ‘C’. In nutshell, it can be mentioned that Form ‘C’ can be used for effecting purchases
which are meant for :

a) Resale by him]

b) Use in manufacturing/processing of goods for sale

c) Use in mining

d) Use in generation/distribution of power

e) Use in packing of goods for sale/resale

f) Use in telecommunication network.

4. One ‘C’ form can be issued for one quarter of a financial year. Similarly EI/EII can also be issued on
quarterly basis.

The Central Government has substituted second and third proviso to Rule 12(1) vide Notification No.
588(E) dated 16th September 2005. According to these provisos, with effect from 1st October 2005, Form
C will have to be collected separately for each quarter of the year. Form D was required to be obtained
transaction wise. However, Form D has been abolished with effect from 1st April 2007.

Central Government has also substituted sub rule (7) to rule 12 with effect from 1st October 2005. Form C
or certificate in Form E-I or E-II will have to be submitted to sales tax department within three months from
the end of the quarter in which sale is effected. In case of Form F, it is to be obtained on monthly basis and
it is to be submitted to the sales tax department within three months from the end of the month in which
goods are transferred to the interstate branch or agent.

5. From 11-5-2002 the six deemed transactions of sale, including works contracts and leases are taxable
under the CST Act if they are effected in the course of inter-state trade.

6. Chapter VI-A provides for filing of appeals before Central Sales Tax Appellate Authority in case of disputes
involving more than one state.

IMPORTANT FORMS

Form - A Application for New Registration

Form - I CST Return Form

Form - 4VA Form of memorandum of appeal / application for revision/review under sec tion 9(2) of the
Central Sales Tax Act, 1956 read with section 84/ 86/ 87/88 of The West Bengal Value
Added Tax Act, 2003 and/or section 79/81/82/83 of the West Bengal Sales Tax Act, 1994
and form of appeal under sub-section (3H) of section7 of the Central Sales Tax Act, 1956.

Challan CST Challan

Form – C For Inter State Purchase/sale of Goods at Confessional rates

Form – E-I & E- II For availing Exemption from CST in case of Subsequent sale in course of Interstate Sale

Form – F For availing Exemption from CST in case of transfer of goods on consignment basis or in
case of stock transfer to other branch of the concern.

Form – G Indemnity Form – to be issued in case there is loss, destroy, theft of statutory forms

Form – H For availing Exemption from CST in case of sale during course of Export.

Form – I For availing Exemption from CST in case of transfer of goods to units situated in SEZs.
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IMPORTANT DATES

Return filling By the end of the succedding month following the  quar-
ter

Tax Payment on 1st 2 months of every quarter 21 days from the end of the month

Tax Payment on 3rd month of every quarter By the end of the succedding month following the  quar-
ter (i.e. Jun, Sep, Dec & March)

ADJUSTMENT WITH LOCAL VAT

The CST payable can be adjusted with local VAT if input tax credits under local VAT have excess credit
balance. It cannot be adjusted against local VAT paid through challan.

Explanation 3 in Section 3(Added by Finance Act 2016)

Where the gas sold or purchased and transported through a common carrier pipeline or any other common
transport or distribution system becomes co-mingled and fungible with other gas in the pipeline or system and
such gas is introduced into the pipeline or system in one State and is taken out from the pipeline in another
State, such sale or purchase of gas shall be deemed to be a movement of goods from one State to another.”.

Central Sales Tax Laws

As per section 104 of the west Bengal Sales tax Act, 1994 the governor has made the following amendments in
the West Bengal Sales tax Rules 1995:-
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ASSAM ENTRASSAM ENTRASSAM ENTRASSAM ENTRASSAM ENTRY TY TY TY TY TAX AAX AAX AAX AAX ACTCTCTCTCT, 2008, 2008, 2008, 2008, 2008
FREQUENTLY ASKED QUESTIONS (FAQs)

Prepared & Compiled by CA MANOJ NAHATA, GUWAHATI

Q :1 What is the governing law for levy of Entry Tax in the State of Assam?

A:1 The Assam Entry Tax Act, 2008 and the Assam Entry Tax Rules 2008 are the governing laws for levy of
Entry Tax in the State of Assam. It is administered by the Department of Taxation, Assam headed by the
Commissioner of Taxes, Assam.

Q:2 What is the object and purpose of levy of Entry Tax in the State of Assam?

A:2 The Act is framed to levy a tax on the entry of goods into any local area in Assam for consumption, use or
sale therein for the purpose of providing the infrastructure and amenities to facilitate trade and commerce
within the State of Assam and to validate certain taxes imposed on entry of goods into any local area in
Assam for consumption, use or sale therein and for matters connected thereto or incidental thereto.

Q:3 What is the date from which the Assam Entry Tax Act, 2008 came into force?

A:3 The Act received the assent of the Governor on 13.04.2008. But as per the provision of law it shall be
deemed to have come into force on and from the first day of October, 2001, i.e. the date on which the
Assam Entry Tax Act, 2001 originally came into force.

Q:4 Was there any earlier/old Act levying entry Tax in the State of Assam?

A:4 Yes, Assam Entry Tax Act, 2001 was the earlier Act by virtue of which Entry Tax was originally levied in
the State of Assam. But the said Act was struck down by the Hon’ble Gauhati High Court as it was
declared as unconstitutional/ultravires. Thus to validate the old Act the Govt. of Assam came out with
newer Act of 2008 curing the earlier constitutional defects. However the new Act was made effective from
the year 2001 itself.

Q:5 What is the point of levy or taxable event under the Assam Entry Tax Act, 2008?

A:5 The point of levy is the point of Entry of goods into local area. Therefore the taxable event under the statue
is the entry of specified goods in a local area for consumption, use or sale therein.

Q:6 What is the definition of ‘Local area’ under the Entry Tax Act, 2008?

A:6 “Local area” means any area of the State within the limits of any local authority including any area under—

(i) Municipal Corporation of Guwahati, constituted under the Guwahati Municipal Corporation Act, 1969
(Assam Act I of 1973),

(ii) Municipality or Town Committee constituted under the Assam Municipal Act, 1956 (Assam Act XV of
1957),

(iii) Gaon Panchayat or an Anchalik Panchayat or a Zilla Parishad constituted under the Assam Panchayat
Act, 1994 (Assam Act XVIII of 1994),

(iv) North Cachar Hills Autonomous Council or Karbi Anglong Autonomous Council and Bodoland Territo-
rial Council,

(v) any other local authority, by whatever name called, constituted or continued under an Act of the
Parliament or the State Legislature;

[Section 2(g)]

Q:7 What are the goods on which entry tax is applicable?

A:7 Entry Tax is charged and levied on the entry of the specified goods as listed in the schedule appended to
the Assam Entry Tax Act, 2008.
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Q:8 Who is liable to pay Entry Tax? Which is the charging section under Assam Entry Tax Act, 2008?

A:8 Under the Act an importer, a dealer or otherwise, who brings the goods specified in the Schedule into a
local area, has been made liable to pay entry tax on the import value of such goods. Section 3 (1) is the
charging section under the Assam Entry Tax Act, 2008.

Q:9 What is the meaning of the words “import value”?

A:9 “Import value” means the value of goods specified in the Schedule as ascertained from the original
invoice and includes the charges paid or payable for insurance, excise duty, freight charges and all other
charges incidentally levied on the purchase of such goods:

Provided that where the import value is not ascertainable on account of non-production or non-availability
of original invoice, or where invoice produced is proved to be false, or if such goods have been procured or
obtained otherwise than by way of purchase, the import value shall be determined on the basis of fair
market value of such goods;

Provided further that in the case of Specified Goods both old and new which are being imported into local
area for use therein for a specified period and are taken back after completion of use, the “import value”
shall be –

Period of use of the Specified Goods in Years     
X      Value of the Specified goodsLife of the Specified Goods in years

Explanation: Where the Specified Goods is new, the value of the Specified Goods shall be “import value”
as defined above. In case of old Specified Goods, the value shall be determined as per depreciated value.
[Section 2(f)]

Q:10 Is entry tax payable on import of specified goods for use on temporary basis?

A:10 Yes, entry tax is payable even on import of specified goods for use on temporary basis. For example
certain machine may be imported for use for a specific period into the State and thereafter it is returned
back. In such case entry tax will be paid on proportionate basis as stated in section 2(f)  mentioned here-
in-above which is:

Period of use of the Specified Goods in Years     
X      Value of the Specified goodsLife of the Specified Goods in years

Q:11 Does the Assam Entry Tax Act, 2008 make a distinction between locally produced goods or goods
coming from outside the State?

A:11 The Entry Tax under the Act is leviable on entry of goods into a local area irrespective of the fact whether
such goods are brought in from any place outside the State or from any other local area within the State.
The definition of ‘entry of goods into local area’ as contained in section 2(1) (b) makes it abundantly clear.
Thus the Act does not discriminate between locally produced goods vis-à-vis goods coming from outside
the State.

Q:12 Is Entry Tax a multiple point Tax?

A:12 Entry tax is a single point tax as it can be levied only at one stage. Once entry tax has been paid or liability
incurred on the entry of the scheduled goods into a local area, entry tax is not leviable thereafter, though
the goods are moved from that local area into another local area and so on successively.

Q:13 Is Entry Tax similar to Octroi duty?

A:13 No. The Octroi duty is collected at the time of entry of goods at the check post whereas the entry tax is an
account based levy and similar to other taxation laws having separate assessment and collection proce-
dure.

Q:14 Can both Entry Tax and VAT be levied on same goods?

A:14 If the goods are imported for re-sale, VAT is payable and exemption is given from entry tax on such re-
salable goods. But if the goods are brought in the form of raw materials and used in manufacturing of
finished products which is subject to VAT then in such cases both entry tax ( on raw materials) and VAT
( on finished goods) can be levied.
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Q:15 Whether Entry Tax is vatable or whether entry tax payment can be allowed to set off with VAT
liability?

A:15 Entry tax paid or payable under the Assam Entry Tax Act, 2008 cannot be claimed as set off under the
Assam VAT Act, 2003.

Q:16 Are the works contractors liable to pay entry tax on the scheduled goods brought into local area for
execution of works?

A:16 If a contractor brings scheduled goods into a local area and then uses such goods in execution of works
contract, the contractor is not liable to pay entry tax provided he is liable to pay VAT on deemed sales of
such goods.

Q:17 Whether items/goods exempted under VAT are also exempted from the levy of entry tax?

A:17 No. The Assam VAT Act, 2003 and Assam Entry tax Act, 2008 has got separate tax rate schedules. So it
is not always necessary that an item exempted under VAT is also exempted from entry tax. The importer
is liable to pay entry tax irrespective of the fact whether such goods are brought into a local area for use or
sale.

Q:18 Is there any exemption on account of goods brought into local area and is further sent outside the
State from levy of entry tax?

A:18 The Act provides that entry tax shall not be payable on such portion of goods, which after its entry into
local area inside the State , are sent outside the State by way of stock transfer, inter-state sales or sales
in course of export. [Section 3(2)(ii)/3(3)]

Q:19 Is entry tax payable on goods that enter into Assam for onward movement to other neighboring
State i.e. using Assam as a corridor, but only after transshipment in a local area?

A:19 No because the said goods are never consumed, used or sold in the State of Assam.

Q:20 Whether entry tax is leviable on import of the scheduled/ specified goods from other country into a
local area?

A:20 Till 05.02.2015 no entry tax was leviable on import of goods into local area from outside the territory of
India by virtue of express exemption provision of section 3(2) (iii). However w.e.f 06.02.2015 the Govt. vide
gazette notification amended the definition of ‘Entry of goods into a local area’ and at the same time
withdrawn the exemption as stated under clause (iii) of section 3(2) whereby  import from other countries is
also now subject to entry tax levy.

Q:21 Is there any specific exemption granted under the Assam Entry Tax Act, 2008?

A:21 Yes, under section 6 of the Act exemption from payment of entry tax has been granted if specified goods
brought in any local area are (a) for exclusive use/consumption of the Defence Department of the Govern-
ment of India or (b) the exclusive property of the Government of India, or (c) brought for the purpose of sale
or use under the Assam Public Distribution of Articles order.

Further the State Govt. may in public interest subject to such conditions and restrictions as it may impose,
exempt, any importer or class of importers, fully or partially from payment of entry tax on any specified
goods.

Q:22 Is separate registration under Entry Tax law necessary or whether VAT registration is suffice?

A:22 Yes, the Entry Tax law envisages separate registration. So the VAT registration will not serve purpose.

Q:23 Is way bill necessary for import of specified goods under the Assam Entry Tax Act, 2008?

A:23 Yes, under rule 4 of the Assam Entry Tax Rules, 2008 it has been stated that Form-61- Delivery Note
(applicable for VAT registered dealers) or Form-62 –Road Permit applicable for non-VAT registered dealers
are the document necessary for import of specified goods.
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Q:24 What is the periodicity (monthly or quarterly) for payment of Entry tax and filing tax returns by an
importer under the Act?

A:24 It is monthly where the aggregate import value of specified goods exceeds Rs 10.00 Lakhs in a year. In
other cases it is quarterly.

Q:25 What is the due date of filing of monthly /quarterly tax return and payment of Entry tax?  Which
Form is used for filing tax return?

A:25 The due date for filing of tax return is within 21 days of next succeeding month/quarter as may be appli-
cable. Form ET-4 is the format of monthly /quarterly tax return under the Entry Tax Act.

Q:26 Is there any requirement to file Annual return also?

A:26 Yes, Annual return in Form ET-5 needs to be filed within 30th September of the next financial year
(w.e.f.10.08.2016)

Q:27 What is the interest rate applicable in case of delay in payment of tax?

A:27 It is @ 1.5% p.m. w.e.f.  28.02.2011.

Q:28 Are the provisions of Assam VAT Act, 2003 applicable to Entry tax law also?

A:28 Yes, there are certain provisions of Assam VAT Act and VAT Rules are mutatis mutandis applicable to the
Entry Tax Act, 2008/Rules 2008. (Refer section 9 and rule12 of Entry Tax)

Q:29 Is there any exemption or benefit granted to the industrial unit from the levy of entry tax?

A:29 The small scale industries and medium scale industries (excluding the industry established for production
of goods, namely: coke tobacco, IMFL, country spirit & gutka ) were subject to concessional rate of tax @
.25% and 1% respectively on the import value of plant & machinery. However w.e.f.23.03.2015 all the
eligible micro units , SSI, Medium and large scale industries including PSU under the Industrial and Invest-
ment Policy of Assam ,2014 is exempted from the levy of entry tax in respect of plants and machineries
subject to conditions and restrictions as stipulated in the notification no:FTX.47/2013/19 dated:23.03.2015.

Q:30 Is there any composition scheme framed under the Entry Tax Act, 2008?

A:30 Though the Act has got specific provision for permission to pay tax by way of composition but till the date
no such composition scheme is notified. So presently there is no composition scheme under the Entry Tax
Act, 2008.

Disclaimer: The above compilation has been prepared based upon the provisions of the law and amendments
made therein upto 31.08.2016. Further utmost care has been taken to avoid errors or omission. In spite of this
errors may creep in. It is requested to refer or cross check all the provisions with the original Government
publication or notification. The compiler will not be responsible for any action taken solely based on this compi-
lation.
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Composition scheme for works contract

The Odisha VAT Act also provides an option to all the dealers engaged in works contract and dealers undertak-
ing the construction of flats, dwellings or buildings or premises and transferring them along with land or interest
underlying the land to opt for a composition scheme notified under section 11(3). Government of Odisha have
come out with two notifications dated 16.01.2016 made effective from 01.10.2015.

• Government of Odisha, department of finance dated 16/01/2016 no 1457/FIN-CT1-TAX-0035/2015- appli-
cable to dealers transferring goods involved in the execution of works contact

• Government of Odisha, department of finance dated 16/01/2016 no 1461/FIN-CT1-TAX-0035/2015- appli-
cable to dealers who undertakes the construction of flats, dwellings or buildings or premises and transfer
of property along with land or interest underlying land to pay tax in lieu of VAT.
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A. Composition Scheme for Works contractor

1. Applicability- the scheme would be available to a dealer who is liable to pay tax on the sales effected by
way of transfer of property in goods (whether as goods or in some other form (involved in the execution of
works contract.

2. Eligibility-The dealer opting for composition under this notification-

a. Shall not claim any input tax credit under the Act;

b. Shall not claim any deduction with respect to labour and like charges provided under section11(2);

c. Shall not issue any ‘Tax Invoices’; and

d. Shall maintain accounts and records as required under section 61 of the Act.

3. Procedure to avail the scheme:-

a. The dealer who opts for payment of tax by way of composition shall make an application electroni-
cally in form C-1 together with the details of work(s).

b. An option once exercised shall remain binding on the dealer until he opts to go out of the scheme by
exercising option in Form C-2

c. Upon receipt on an application, the assessing authority may, grant permission to the dealer for
payment of tax by way of composition from such date in Form C-1

4. Compliances-Every dealer opting for composition under this scheme shall furnish return for each tax
period in Form C-5 within twenty-one days from the date of expiry of such tax period.

5. TDS Provisions- the TDS proviso will be applicable to the dealer as a contractor. In case the dealer
furnish to the assessing authority, the details of the contractee in Form C-4, the assessing authority in
form C-3 shall intimate to the contractee (deducting authority) to deduct tax at source at such rate and on
such percentage of the gross value of the works, as specified in this notification.

6. Liability- the liability on the works contractor would be in lieu of amount of tax payable by him under
section 9 (a).

7. Types of Dealer executing works contract- Type A and Type B

• Type A Dealer:- registered dealer who opt to pay composition tax under this Scheme shall,-

1) Shall not purchase or procure goods from any place outside Odisha at any time during the
period for which he opts to avail this Scheme; and

2) Shall not sell or supply goods to any place outside Odisha at any time during the period for
which he opts to avail this Scheme.

3) However, he may procure his own plant & Machinery and Equipments from outside Odisha,
meant exclusively for use in execution of the works contract by him or by way of inward transfer
of stocks from other States or by way of imports;;

• Type B Dealer:-  A registered dealer opting to pay composition tax under this Scheme shall be
entitled to

1. Make interstate purchases of goods required for the execution of the contract under this Scheme
as a registered dealer.

2. By way of inward transfer of stocks from other States or by way of imports from other countries
solely for the purposes of utilizing the same in the execution of works contract in Odisha only.

3. Provided the dealer shall use the material or goods imported or procured from outside Odisha
strictly for use in execution of the works contract.
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8. RATE OF TAX APPLICABLE

the following is the table where the rate of tax under composition is being given
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B. Composition scheme for real estate developer, builder

1. Applicability to dealer- the scheme would be available to a dealer who undertakes the construction of
flats, dwellings or buildings or premises and transfer of property along-with land or interest underlying the
land to pay tax, by way of composition, in lieu of VAT.

2. Applicable to amount- the scheme can only applicable to All the payments received on or after 01.10.2015
towards construction of flats dwellings or buildings or premises and transfer of property along-with land or
interest underlying the land shall be covered under this composition scheme.

3. Eligibility-The dealer opting for composition under this notification-

a. Shall not claim any input tax credit under the Act;

b. Shall not claim any deduction with respect to labour and like changes provided under section11(2);

c. Shall not issue any ‘Tax Invoices’; and

d. Shall maintain accounts and records as required under section 61 of the Act.

4. Procedure to avail the scheme:-

a. The dealer who opts for payment of tax by way of composition shall make an application electronically
in form C-1 together with the details of work(s).

b. An option once exercised shall remain binding on the dealer until he opts to go out of the scheme by
exercising option in Form C-2

c. Upon receipt on an application, the assessing authority may, grant permission to the dealer for
payment of tax by way of composition from such date in Form C-1

5. Compliances-Every dealer opting for composition under this scheme shall furnish return for each tax
period in Form C-5 within twenty-one days from the date of expiry of such tax period.

6. Liability and valuation - the liability on the dealer under the scheme would be in lieu of VAT on the
aggregate amount. The aggregate amount would be the actual value of the contract or the value determined
for stamp duty under the Odisha Stamp Rules, 1952, whichever is higher,

7. Rate of Tax applicable- The Applicable rate of tax would be 3.5% on the aggregate amount.

Tax Deducted at Source ( TDS)

Under section 54 read with Rule 58 of the Odisha Vat Act and Odisha Vat Rules, tax need to be deducted by
certain specified persons while paying to a dealer with respect to the works contract being executed by such
dealer.

• However in case the TDS is being made on principal contractor, there will no requirement of TDS in case
of all future subcontracts.

• Further the principal contractor would be able to transfer the tax credit proportionately to the subcontractor
account electronically.

• The applicable rate of deduction is normally at 4% of the value of the works contract [section 54(1)].

• However in the case of a dealer obtained a certificate for no deduction or lower deduction the deduction
rate will be applicable at such rate for such specific dealer only. [Section 54(5)]

If principal contractor avail no (/Lower rate deduction) deduction certificate for a works, the subsequent sub-
contractors for the same project need not required any certificate further.

NB “Act” mentioned above refers to the ODHISA Value Added Tax Act, 2003

“Rules” mentioned above refers to the ODHISA Value Added Tax Rules, 2005
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VVVVVAAAAAT - ASSAM, ORISSA, WB COMPT - ASSAM, ORISSA, WB COMPT - ASSAM, ORISSA, WB COMPT - ASSAM, ORISSA, WB COMPT - ASSAM, ORISSA, WB COMPAREDAREDAREDAREDARED
LIST OF GOODS EXEMPTED FROM VALUE ADDED TAX



111MEMBERS’ READY REFERENCER 2016-17



112MEMBERS’ READY REFERENCER 2016-17



113MEMBERS’ READY REFERENCER 2016-17



114MEMBERS’ READY REFERENCER 2016-17



115MEMBERS’ READY REFERENCER 2016-17



116MEMBERS’ READY REFERENCER 2016-17



117MEMBERS’ READY REFERENCER 2016-17



118MEMBERS’ READY REFERENCER 2016-17



119MEMBERS’ READY REFERENCER 2016-17



120MEMBERS’ READY REFERENCER 2016-17



121MEMBERS’ READY REFERENCER 2016-17



122MEMBERS’ READY REFERENCER 2016-17



123MEMBERS’ READY REFERENCER 2016-17



124MEMBERS’ READY REFERENCER 2016-17



125MEMBERS’ READY REFERENCER 2016-17



126MEMBERS’ READY REFERENCER 2016-17



127MEMBERS’ READY REFERENCER 2016-17



128MEMBERS’ READY REFERENCER 2016-17

CUSTOMS ACUSTOMS ACUSTOMS ACUSTOMS ACUSTOMS ACTCTCTCTCT, 1962, 1962, 1962, 1962, 1962
Amended Vide Finance Act, 2016
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Some of the other recent changes are:-

1) Removal of Levy of Safegaurd Duty

Section 8C of Customs Tariff Act provides for levy of safegaurd duty when the goods imported from China
in increased quantities (threat to domestic industry). This levy has been removed from Statute. However,
Safegaurd Duty under Section 8B will be continuing.

2) New Baggage Rules have been introduced

The existing Baggage Rules 1998 are being substituted with the Baggage Rules 2016 so as to simplify and
rationalize multiple slabs of duty free allowance for various categories of passengers. Some of the key
changes are as below:-

i) Duty free baggage allowance permitted worth Rs. 50,000 (to an Indian person) and Rs. 15,000 (to a
tourist of foreign origin) arriving in India from a country other than Nepal, Bhutan or Mayanmar,
irrespective of the duration of stay of such person abroad.

ii) Duty free baggage allowance permitted worth Rs. 15,000 to a person arriving in India from Nepal,
Bhutan or Mayanmar, irrespective of the duration of stay of such person abroad.

iii) Allowances in the case of transfer of residence has also been amended.

Corresponding changes have also been done in the Customs Baggage Declaration Regulations 2013 so as
to prescribe filing of Customs declarations only for those passengers who carry dutiable or prohibited
goods.

3) Customs (Import of Goods at Concessional Rate of Duty for Manufacture of Excisable Goods)Rules,2016

The existing Customs (Import of Goods at Concessional Rate of Duty for Manufacture of Excisable Goods)
Rules, 1996 are being substituted with the Customs (Import of Goods at Concessional Rate of Duty for
Manufacture of Excisable Goods) Rules, 2016 with a view to simplify the rules, including allowing duty
exemptions to importer/ manufacturer based on self-declaration instead of obtaining permissions from the
Central Excise authorities. Need for additional registration is also being done away with.

4) Indirect Tax Dispute Resolution Scheme, 2016

This scheme has been introduced from 1 June 2016 to bring down litigations pending at Commissioner
(Appeal) level.

5) Exemption from customs duty on import of bona fide gifts by post or by air freight has been increased from
INR 10,000 to INR 20,000.

6) BCD increased from 10 per cent to 15 per cent on imitation jewellery.

7) Interest rate on delayed payment of Customs duty under Section 28AA has been reduced to 15% from the
current 18%.

8) VariouscBCD exemptions have been withdrawn. Some of them are:-

i) on certain defense machinery and equipment required by the Indian manufacturers for supply of
goods to Indian Navy or Coast Guard,

ii) on import of aircrafts, parts, engines arms, ammunitions, radars, torpedoes and other related prod-
ucts imported by government undertakings or government authorized undertakings, etc.

9) BCD tariff rates of 211 specified tariff lines in Chapter 84, 85 and 90 have been changed from 7.5% to 10%.
Out of this, the effective rate has increased from 7.5% to 10% for 96 tariff lines (e.g., boiler, hydraulic
turbines and electric motors and generators.), whereas effective rate will remain same @ 7.5% for the
remaining 115 tariff lines.

10) Populated PCBs of mobile phone or tablet computer have been excluded from the purview of Nil SAD
exemption and 2% SAD has been imposed subject to fulfilment of specified condition. Also, SAD in-
creased from nil to 4 per cent on populated PCBs used in the manufacturing of personal computers (laptop
or desktop), including a tablet computer.
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11) BCD increased from nil to 5 per cent on solar tempered glass/solar tempered (anti-reflective coated) glass
used in the manufacture solar cells/modules/panels.

12) Concessional 5% BCD has been extended to cold chain including pre-cooling unit, packhouses,sorting
and grading lines and ripening chambers. Corresponding changes have also been made to Project Imports
Regulations 1986. Also, BCD on refrigerated containers reduced from 10 per cent to 5 percent.

13) Changes in the BCD rates on some key items are set out below: -
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PROFESSIONAL TPROFESSIONAL TPROFESSIONAL TPROFESSIONAL TPROFESSIONAL TAX - CONSOLIDAX - CONSOLIDAX - CONSOLIDAX - CONSOLIDAX - CONSOLIDAAAAATEDTEDTEDTEDTED
COMPCOMPCOMPCOMPCOMPARISONARISONARISONARISONARISON
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NOTES:

ASSAM - Revised rate for small Dealers: W.E.F. 1st April, 2008 vide notification no.FTX.21/2008/2, professional tax payable by the
Dealers within the meaning of a sales tax law in Assam whose annual gross turnover of all sales within the following range:

SLAB AMOUNT

(i) up to Rs.4,00,000/- Nil

(ii) More than Rs.4,00,000/- and upto Rs.7,00,000 Rs.1000p.a.

(iii) More than Rs.7,00,000/- and upto Rs.10,00,000 Rs.1500p.a.

(iv) More than Rs.10,00,000 and above Rs.2500p.a.

EXEMPTION TO SENIOR CITIZEN:

W.E.F. 1st April,2006 vide notification no.FTX/76/2006/2, declares exemption to any person above the age of 60 years from payment
of tax if gross income does not exceed Rs.5.00 lakhs in a financial year.


