GROUP II PPPER—S : - NOV2015 |

RO].]NO .-,‘...-....7 ..... ‘;.-“”_””INDIRFCTTAX LAWS . o -,‘r | . ) ._
Total No. of Questions -7 - Total No. of Printed Pages -16
Ti_meAllowed -3 Hour_s | S _ MaximumMarks -100

Answers to. quesuons are to be given only in Engllsh except in the case of candldates who

have opted for Hlndr Medium, If a candldate has not opted for Hmd1 Medlum l:us/her
answers in Hindi will not be valued '

Wherever necessary, suitable assumptions- may be. made and d1sclosed by way of note
Workmg notes. should form part of the respectrve answers.

Questlon No. 1 is compulsory

‘ Candrdates are also requ1red to answer any five questlons from the remanung six questlons :

Marks ,

i_l;_ (a) Shri Ramesh Babu has manufactured goods for captive consumptron 5
-He has mcurre_d the Vfollowmg__expenses in _producn_l_g them.

Sl. . - Lo .
| ows Particulars' ' - | Amount
No. o . | R
1. Cost of raw material and components (mcluswe of '2,24,720
excise duty) ' | '

2. |In house manpower costs (mcludes adrrun salary of | "48',00_0
| 218,000) (not relating to production) N
3. Des1gn &Engmeermg Charges (mclusrve of Semce Tax) 22472
4. | Transportation- Cost of Components to job worker _2_,_8.001
1 5. Job work charges (Iob worker’ s invoice. mcludes charges 120,000
. |on jOb and cost of consumables of ? 2000 and not| |

| |‘charged separately)
| 6. | Additional charges levied by _}ob worker ' ]
- Transportatlon Charges el | 2'800 g
= WoodenBoxes o o 1,200
Determine the. Assessable value and Exc1se duty payable by

'Shrl Ramesh Babu _ o 7
RES . rr0.
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- XY Ch_antable Trust. The Trust did not pay either for the cost of goods
or for the design and development charges which was borne by the
'suppher Customs officer computed 1ts FOB value at USD 20 ;000

: (mcludmg des1gn and development charges) ‘which was accepted by o

@
RES

‘ t_he Trust. Other deta;ls obtained were asfollows :

Marks

 (b) 15000 Chal1ces were 11nported for chantable dlstnbuuon in India by

: ::) .' l'Particulars{_ Aipoitnt |
1. | Freight paid'(aii) .(in USD) | | -.4,5_00- -
, 2.'- _'Des1gn & Development charges pald 111 USA (in _ |
.. |usD) - 2,500
3. _".Commissi'on payable toan agen't in‘Indi.'a-(in 3) 12,500 | o
4, 'Exchange Tate and rate of basic duty not1f1ed by |
| L CBEC i is as follows _
| Date of Blll of Entry BCD Exchange Rate‘ih’? |
08092015 - 20% 60
| Date of Entry Inward BCD ‘Exchange Rate in%|
30-09-2015.  30% 62
| { While the mter—bank rate Was 1 USD =% 63
_ 5. | Addmonal duty payable u/s 3( 1) of the Customs: o
| Tariff Act, 1975 | | 1 12%
6. ;Add1t1onal duty payable u/s 3(5) of the Customs o
| Tariff Act, 1975 . | 4%
| 7 'Ce_ss as applicable- |

* RES
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- RES-"¢ L S L Marks
Compute the Ass_essable “value and amount of total customs
| duty ‘p'ay'able_ ‘under the Customs 'Act,' _1_9___62-. Make -suit-able
assumpﬁonswhere-_-jr'equired._ W'orking." notes s_hould form part of your _

" answer.

(c) OPQ Ltd purchased a polluuon control equlpment for ¥ 14,60,680. wh1ch | 5
| is mcluswe of exc1se duty at 12% plus educanon cess 2% plus secondary
and hlgher educahon cess - 1% The equlpment was purchased on
' 24-08-2012 and was disposed of as second hénd equipment on 16-12-2014
_'_fof a price of T 10,00,000. The exci'se duty rate on the date of ‘disposal was
‘12% plus educauon cess @ 2% plus. secondary and hlgher educatlon
cess 1% | |
You are required to calculate the amount payaole on_ disposal of the
equipment
- (@) N if the equipnlent_ 1s removed as‘Waste/scrap._'
(D) if the 'equiprn‘ent is removed . otherwise- than - as 'W_a_s_te and
scrap.
| -.OPQ Ltd is not ehglble for SSI exemption and the pollutlon control
equ1pment has been recelved in the factory on 24—08 2()12 The d1sposal "
fpnce of the eqmpment is the transactlon value whlch s excluswe of -
exc_lse duty, o

RES . - PTO.
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e RES .  Marks
(d) A Resident Welfare Association (RW-A_) c‘ol‘-ledts the following amounts 5

fr{jm 1ts 1_00'mem'b'ers for the month of. October 2014. Detre:min,e‘the

-+ taxability. or otherwise of the following amounts and compute service

: 'taxffpnayable by the RWA. "

| L Amount
Particulars o

| Contribution from 20 residents of € 3,500 each | 70,000 |

[ Contribution from 80 residents of T 6,500 ¢ach | 5,20,000

| '_ Collecﬁoﬁ tdwaids p'ay'm”ent of elecnicitjr _Bills of fesidept; "

| for 20 residents as per bills submitted | 76000

s | Collection in respect of electricity bill issued in the name of |

 RWA towards electricity consumption for éqmrhdn'.uSe o oo| 48000

|RWA has purchased maintenance items from a.factory |

1 which has suffered excise duty @:'12;36%1 on goods valued * | 50,000 |

ju -Sgr\{icé'fpfoyider, has charged service tax 'separaﬁely on the

I value of his services billedat - |1,00000 |

Provide brief notes and explanations for your answer.
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2. (a) Ms. S &Co., a Small Scale Industry (SSI), provides the total value of ~ 4
 clearandes during the-financial year 2013-14 as ¥ 870 lakhs (including

VAT % 50 lakhs). Total value of clearances includes the following items :

N Particulars : .
|No. | | Lakhs

: 1 | .. Total exports (mcludlng for Nepal and Bhutan 4 200
.:_Lakhs) | S TR 500 |
. 2 " ‘_ )Cllea_r‘ances of excisable goods without payn1ent of | |
:'d_ti_ty:'toannitin.Soft\.NareTeehnol'dePark-' . 20|
s Jobwork under Notification No. §4/94-CE daed |
'511_04-1994 ] s
4 4 ‘. Job work under Notlﬁcatldn No. 214/86 CE dated .
-.:_2_5-03-_‘19_86 | T R 50
5. | Cloarances ofexcisable goods bearing beand name o |

oy "Khadiand'vﬂ_lage mqqsﬁie.s (;ommissiqn} o] 200

Deterrmne the ehg1b111ty for exemptlon based on value of clearances for _.
the ﬁnanc1a1 yea:r 2014-15 in terms of Notlﬂcatlon No 8/2003 CE .
dated 01—03 2003 as amended Make su1table assumptlons and prov1de

- -reasons;_for your answer. :
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(b)) Madhuban Services (P) Lid. is engaged in dealmg and prov1d1ng :
services on mtellectual propertles Durmg the month ended
31-0342015, the c_ompany transa_cted with the f0110wing_ activities

for consideration at arm’s-length with its customers :

e . “Amount
Particulars ' |
' - inX .
Pennanenf | nansfer_ of - designs to XYZ
3 .. _ manu-facturersil . ' o | o _51,20;_0_(1}0-.
' AllowmgSnkant fo. uee 'pat.ents (for 6 'menmS) that_
n;e registered in Indonesia I ' . i .-.6_0,-000'- |
i, _Itj glcduiren_ technol'ogy and-skili from 'S'aln.Peters.ef' |
:Eng_land ldy paying an R&D cess. of 5% on'irnport '
:Ir-'.censiderntion. : o - | | o '. ' '25;00‘,0(.)0.‘ |
{-._It also ternpofaxi_ly tranéfers original d:Iarnatic
1 works covered under clause (a) of sub sectlen (1)
| of sectlon 13 of the Indlan Copynght Act 1957 10,00,000. | |

Determine the serviée tax payable on.the above tréns_ac’:t_ions_, with
- appropriate notes to subs‘tantiate-yenr stand.

" RES
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- () . In the followmg independent casés, find out taxable value of. 4
i ~ services prov1ded by M/s. RS Sons, a partnersh1p ﬁrm Wthh is
_ | reg1stered 'serv1ce prov1der as Foreign Exchange Dealer (purchaser
‘and seller of fore1gn currency) o - g |
@ US $2000 are purchased from Mr John on dated 02-01-2015
- attherate of 363 per US $. The Reserve Bank of India reference
rate for each US $ is  65.50 for thatday. '_
‘b 2 1',40;000 iseonyerted_'i_nto Great Britain Pound (GB-P)- .on ;
| dated ,1-5'_—.(')1—2015 and the exchange rate offered is T 70 berﬁ |
- GBP. | | | | "

(c) Mr N has 1mported 1000 umts of an artxcle ZE i Wh1ch has been 4
_ valued at I 150 per unlt The customs duty on tlus artlcle has been_ '
- assessed ? 250 per “unit and’ pa1d by Mr ‘N. He: adds h1s proﬁt margm
% 350 per umt and sells the art1cle for ? 1 ;750 per unit,

o '-*After one month of sale of whole units of article “ZEP” Mr. N found
that there was an error in assessment resultmg in excess collecuon of
_duty by the Customs Department and such excess collection of ¥ 100
per unit is 11ab1e to be refunded. by department Mr N files an

apphcahon and demands refund
Calculate the amount of refund to be rece1ved by Mr N Also mention
_.-.iprov1_s_1ons of thei Customs Act, 196727 related to -refund_.m above-sard—_- -
sltuatiOn. - S | | | |

RES . PTO
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3. (a) ABC L. -mamifactured M.M'.- Yam by using duty paid inputs and 4

.- -'cleared the same for export on payment of duty It clanned rebate of

‘.duty pa1d by it on mputs as well as of duty pa1d on ﬁmshed goods under
R -rule 18 of the Central Ex01se Rules 2002 The Department re]ected the
""_-rebate clanns on the ground that rule 18 does not permrt grant of rebate |
L of duty pald on exported ﬁnlshed goods smlultaneously w1th the rebate y
» of dl.ty paid on 1nputs
- Based on case law, if any, explam whether department rejection of

- 'rebate clarm is ]usnﬁed 7.

(b) O Determme the tas(ablhty or otherw1se of the fo]lowrng services = 6
_We. f 11-07 2014 in view of the arnendments vide Notrflcatlon_‘ o

.:No 6/2014 ST dated 11 07-2014 made by the Flnance Act, 2014

: _'a.nd Work.out the semcetax 11ab111ty__ for the ,followmg services

3 _(_SSI e_xemption is not available to any of the Seryices) .

1.SL o P Amount
S R . Particulars L R
‘No. | | . ST - inT

| A. | Premium collected on IRDA approved micro-

insurance schemes with sum assured between |

|%75,0002a0d ¥ 1,00,000 | 125000
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Marks

B. |Indian tour operators have received service fee
‘Tourists

| organising water supply and‘sanil;atio_ll t@ people

| in a village
| 'D. |RBI receives services from outside Indi_a in

| 'services

ser-\'.zicés,' which has a déclared téri_ff of a unit of

o acédﬁodation of T 1,200 per day for 100 units

of other than tourism

for conducting tour outside India-for Indian -
2,25,000 |

- C. Consult&ncy services provided t_d Government for |

relation. to management of foréign exchange

E Til;lipati'. Temple Vp‘rovides‘_ _accommddétiqn '

| F. : lRadjc.)-itaxies (non-air Cond_itiqned) 'f0_1' th_e _p}l:pos'c: o '

4,00,000
18,00,000

1,20,000 |

2.40,000

o (11) 'Explain With.‘referencc t“o'Selfvice. Tax

o ) EASIEST (Electronic AccountmgSystcm in Excise and

S_efvic_:e Tax) = |
| (2) CIN (Cha]lan Idenﬁﬁcation,,Numbe:):_ ,
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-(©) KRY Logisﬁcsftd;, a'steamer'agent authored Import General Manifest ) 4.
-and acted‘on-behalf of the master-of the yessel (the person—in—charge) |
.before Customs Authonues to conduct all affan's in comphance ‘with '
* the Customs Act, 1962 The _steamer agent ﬁled Import General
Mamfest afﬁxed the seal on the contamers and took charge of the
~ sealed contamers It also dealt w1th the Customs Department for .
' appropnate orders that had to be passed in terms of section 42 of the
Customs Act, 1962 Penalty under sectlon 116 of the Customs Act
' .‘.1962 was unposed by the Department on the steamer agent for short
‘.landmg of goods o
‘Exarmne with the- help of a deC1ded case w 1f any, whether the :

Departrnent is _]ustrﬁed in unposmg a penalty on the steamer agent ?

R 4 (a) Central GoVemment--passed an order u/s 5A grantmg full exemption 4
- 'from payment of exc1se duty by issue of a Notlﬁcatlon AKS Co P) |
- 'Ltd acted upon it wh11e the Central Govemment passed a subsequentr
,‘ rNonﬁcatton unposmg certam cond1t10ns to ava11 the beneﬁts of ..
-l_.-_exemptton Nouﬁcatlon effecuve from a partlcular date AKS Co (P)‘.
| Ltd challenged the curtaﬂment of beneﬁts on the grounds that doctnne -
B '-of pronnssory estoppel was apphcable and the beneﬁts could not be.' : *
| -_..curtarled by the Government w1thout the authonty of the Parhament

- Dtscuss the 1ssue w1th a sultable case law
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'-(b)- (i) N arlkela Servrces P Ltd a developer of SEZ wh1ch is receiving | 4
| services from another service provider for carryrng out authorlzed
‘operatrons in. SEZ. N arlkela Serv1ces (P) Ltd seeks adv1ce
regardmg exemption and refund of service tax wh1le carrylng out .
such act1v1t1es Pr0v1de the requlred professronal advrce 1n thrs
regard refernng to the appropnate provrsrons under the servrce tax :
: law.. | . | ‘.
o (ii) Kalyam Hotels (P) Ltd is of the opnnon that the value of service 4
' provrded in restaurants and those prov1ded in outdoor caterlng A .
..should be the same and therefore valulng them d1fferent1y at 40% |
and 60% of the total - amount respectrvely 1s incorrect. DlSCLlSS. '

' with an approprlate case law

| (c) Settlement Commrsswn passed an order for release of seized goods of 4
Mr Banerjee Slnce the goods were sub]ect to deterloratron the |
Revenue 1nforrned the Commrss1on that the . selzed goods had already_
-_been auctroned The Comrnrssron therefore drrected the Revenue to
refund the amount remaining in balance after the appllcat1on of sale
'proceeds as prov1ded /s 150(2) of the Customs Act 1962 The |
| Revenue refunded the pr1nc1pal amount of the sale proceeds w1thout
payment of mterest for the delay, on the premrse that it d1d not
, represent duty or ‘interest as contemplated u/s 27 and 27- A of the
Customs Act Reason out the; actron of the Revenue by supportrng it
"with_lcase law. | | o |

'RES . PTO.
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manufactured product can be subjected to excise duty ? You may take

 the help of decided case IaW, if any.

| :_(b')' (1) ':".Di':'sc'uss ‘ the procedure as specified under Rule. 20 of Central
| _ Excrse Rules 2002 relating to packlng, re-packmg, labelllng or

re- labellmg within the warehouse in respect of export warehousrng

s (u)AKB Con__struction Ltd. was a constructi'onrcompany rendering

S ._'se.rvic'es under czitegory of construction of residential complex '

- service and were paying service tax in accordance w1th the

.",:pr0V181ons of the Finance Act, 1994. They undertook certam;
’"constructton work on behalf of a trust and pard service tax

' 'accordmgly However later-they filed refund claim for the service

tax so paid contendlng that they were not actually 11ab1e to pay
-~ service tax as it 'was exempt. Department also did not dlspute the
- fact that éervice tax \rvas exempted in the instant case. .. o
- _"-Howetrer,-'the refund 'cleun was r_‘ejected on _the_ ground'that sanre
h/as filed beyond the limitations .p"eriod p_rovided in section 11—5

| of Centr_aI.EXcise Act; 1944, |

- Discu'ss'. whether the department is justified in rejecting the refund

- clar ? You may refer to decided case law, if any, in support of h

your answer.

© The Institute of Chartered Accountantsof India

5. (a). -Briefly explain whether bagasse which is a marketable product butnota .-

RES  Marks
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| _ RES S Marks
(©). (@) ,Is it correct that “Goods exempted from basrc customs duty would 2+2
=4

a_utomatrcal_ly »be exempt from additional duty of customs” ?

Explain with reasons.

(ii) . Write a note on “Emergency. power to impose or enhance import

_duties under Sec. 8A of_t_he Customs Tanff Act”,

6. () () -HoldingCompany in USA having its subsidiary in India intends to 242 -

make an application to Settlement Corhmission-_. Is it permissible ?

(11) .Settlement Comrmss1on after havmg heard the applrcant mtendS'
jﬁ-‘to send the case - back to the Central Exc1se Ofﬁcer for
“ re-adjudmatlon Under what cu‘cumstances can 1t be done if so ?
orz
()., Assistant Comrmssmner exermses hlS power delegated to h1rr1
-under a Notrﬁcatron and the assessee is aggneved and challenges
; .i-;_,the same through a writ pet1t10n Explain whether the petltlon S0

., made wrll be suecessful.

= (ii). 'Comm1331oner (Appeals). has taken addltronal ev1dence from the
- | assessee w1thout pr0v1d1ng reasonable opportumty to the
'. _'ad]udlcatmg authonty or an ofﬁcer authonzed in this beha]f as the
_ said authority. What 0pportun1ty had to be prov1ded as per: law ?

RES‘ | P.T.O.
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RES ~ Marks

Sudarsan Ltd. Was---liab_le_ to_ make payment of service tax of

7 8,00,000 “for the month of November 2014._ I-_Iowetzer, it
' deposited it on 1‘8—7—20'15. | Compnte' the' amount of ‘interest _
"pa_}VIab_le'by Sudarsan Ltd. under sec'tion 75 of the F_itiance Act,_
1994, Assutning; | C

(1) "The value of taxable services prov1ded by it dunng the

| precedlng ﬁnanc1a1 year was I 52 lakhs.

(@ The value of taxable serv1ces prov1ded by 1t dunng the

precedlng ﬁnan01al year was T 85 lakhs.

State briefly, with."reason's', _,Whether the following transactions

involve transfer of ﬁght fo use go_ods for taxabilit};'as-.‘declared- E

ser\_r-_ieei".'-under secti_on 66(E) of the Finance Act, 1994. .

(1) Acaris given in hire'by a person to a company along with a

| d__tiver on payment of charges on pef month/mileage b'asis.-'

" (2) Hiring of bank lockers

:statlon Tt wants to get 11cense for deposmon of nnported goods Can X

- (c) M/s X Ltd. has constructed a warehbusé- nearlSy 'notiﬁed custom .

4

2+2

Ltd get llcense for its warehouse for deposu of 1mported goods ?

' E.Answer W1th reasons.

-Also, 1f once 11cense is’ granted- to M]s X Ltd, will it be renewed .

,automatl_cally‘ after explry-of notified period ?
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RES ' "_ . .Marks

1. (@) .'(i) Wrrte short note on Aud1t objection and Aud1t para under the 2+2

: procedure of Exclse Aaudit, 2000. .

' (ii) ' Explain the procedures to be followed for waiver of ware"-housing.r '

-(b) (i) - Explain bn'eﬂy the recent amend'ments relating to recovery of
| servrce tax dues of the predecessor from the assets’ of the.

. successor purchased from the predecessor under section 87(c) of '

‘ the Fmance Act, 1994.

N

() ,'Who can apply for Advance Ruling under section 96~A in'respect

' -of a questlon of Iaw or fact regardmg the liability to pay serv1ce '

tax in- relatlon to a proposed service.?

c) . (i). (1) What do you mean by’ “Deemed Exports” under Forergn_'

Trade Policy ?

| (2) V'Mr A, ':manufactured goods in India and got a contract to
a isupply capltai goods w1thm Ind1a to M/s Z Export Ltd
(holdmg 11cense under Export Promotlon Cap1ta1 Goods
.‘Scheme) Due to some operatlonal problem, Mr. A sub—

' contracted : supply of capltal._. goods to Mr. M w_1th'proper

L Mr M in mam contract of supply before he started supply of ,

goods Can Mr M c1a1m beneﬁt of deemed export for

. _supphes made to Mr. A ? Expla1n w1th reasons.

RS - PO
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(11) Sham Lal Advertlsers have obtalned centralized reglstratlon under K

Semce tax law _for the purpose of paylug ‘its taxes on services | |
..Vreﬁdered. By v1rtue of this, it has fo."btainedj sefv_ic_e tax ijiijuf'credit
o N ~ from 'c:i;ifferent'-‘ Iucations Whe're' the ‘se'r'vices are being feudered. |
: 'Sefvice tax"efﬁcer is denyi'n'g' the credits obtai"ried ffon’i -different

‘locat10ns whﬂe Sham Lal argues that he is e11g1ble to do §0, o1 .‘

account of centra.hzed reglstratlon Comment ‘on the actlon of'
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