
Test Series: August, 2016 
MOCK TEST PAPER – 1 

FINAL COURSE: GROUP – II 
PAPER – 8: INDIRECT TAX LAWS 

Question No. 1 is compulsory. 
Attempt any five questions from the remaining six Questions. 

(Wherever appropriate, suitable assumption should be made and indicated in the answer by 
the candidate) 

Time Allowed – 3 Hours Maximum Marks – 100 
1. (a)  The following information is provided in respect of manufacture of a product “Z” for 

the purpose of captive consumption in the same factory.  You are required to 
determine the value for purpose of duty of excise in terms of rule 8 of the Central 
Excise Valuation (Determination of Price of Excisable Goods) Rules, 2000: 

 Rs. 
Cost of direct materials (includes central excise duty Rs. 1,875*) 16,875 
Cost of direct employees 12,300 
Consumable stores and repairs 8,400 
Quality control cost 4,300 
Research & development cost 2,700 
Administrative cost:  
        Production related 3,000 
        Others 1,500 
Selling and distribution cost 3,600 
Scrap value realized  1,500 

*Note: CENVAT credit of the excise duty so paid is available. (5 Marks) 
(b) Reliable Bank Ltd. furnishes the following information relating to services provided 

and the gross amount received.  Compute the value of taxable service and service 
tax payable: 

  Rs. (Lakhs) 
(i) Administration charges collected for extending home loans  10 
(ii) Discount earned on bills discounted 4.5 
(iii) Value of sale and purchase of forward contract  5.7 
(iv) Charges received on credit card and debit card facilities 3.8 
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extended 
(v) Commission received for service rendered to Government for 

tax collection 
6.0 

(vi) Margin earned on reverse repo transaction 25.0 

Note: Reliable Bank Ltd. is not eligible for small service providers’ exemption under 
Notification No. 33/2012 – ST dated 20.06.2012. (10 Marks) 

(c) Compute export duty from the following data: 
(i) FOB price of goods: US $ 1,00,000. 
(ii) Shipping bill presented electronically on 26.04.2016. 
(iii)  Proper officer passed order permitting clearance and loading of goods for 

export (Let Export Order) on 04.05.2016. 
(iv)  Rate of exchange and rate of export duty are as under: 

  Rate of Exchange Rate of Export Duty 
On 26.04.2016 1 US $ = Rs. 55 10% 
On 04.05.2016 1 US $ = Rs. 56 8% 

(v) Rate of exchange is notified for export by Central Board of Excise and 
Customs. 

(Make suitable assumptions wherever required and show the workings.)  (5 Marks) 
2. (a) Under what circumstances can the central excise registration be revoked or 

suspended or cancelled? (4 Marks) 
(b) (i) XYZ Ltd., a service provider, has been granted the acceptance of being a large 

tax payer unit by the Chief Commissioner of Central Excise, Large Tax payer 
Unit on 12.12.2015.  XYZ Ltd. wants to know the procedure to be followed by it 
as a large tax payer and the facilities available to it under service tax law.  You 
are required to advice XYZ Ltd. in this regard.  (4 Marks) 

(ii) Specify the circumstances under which the Commissioner of Central Excise 
may order special audit under section 72A of the Finance Act, 1994. (4 Marks) 

(c) When shall the safeguard duty under section 8B of the Customs Tariff Act, 1975 be 
not imposed?  Discuss briefly.  (4 Marks) 

3. (a) The assessee was engaged in the manufacture and sale of cookies from branded 
outlets of "Cookies Man".  The assessee had acquired this brand name from a 
foreign company. The assessee was selling some of these cookies in plastic 
pouches/containers on which the brand name described above was printed.  No 
brand name was affixed or inscribed on the cookies.  Excise duty was duly paid on 
the cookies sold in the said pouches/containers.  However, on the cookies sold 
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loosely from the counter of the same retail outlet with plain plates and tissue paper, 
duty was not paid.  The retail outlet did not receive any loose cookies nor did they 
manufacture them.  They received all cookies in sealed pouches/containers.  Those 
sold loosely were taken out of the containers and displayed for sale separately.  The 
assessee contended that SSI exemption would be available on cookies sold loosely 
as they did not bear the brand name. 
Department denied exemption on cookies sold loosely as claimed by the assessee. 
Examine, with the help of a decided case law whether the manufacture and sale of 
specified goods, not physically bearing a brand name, from branded sales outlets 
would disentitle an assessee to avail the benefit of small scale exemption.  (4 Marks) 

(b) ‘P’ has entered into an agreement with QR Ltd. for running a canteen in QR Ltd.’s 
premises for its employees.  QR Ltd. has provided the place on rent and reimburses 
certain expenses for maintenance and running the canteen.  
‘P’ charges cash from individual customers for food, eatables and beverages 
supplied according to rates stipulated in the menu card.  ‘P’ is of the view that since 
it is not providing any service to QR Ltd. but only selling goods in its canteen to 
individual customers, it is not liable to pay any service tax.  Furthermore, since it is 
paying VAT on the sale of food and beverages, there should not be any service tax 
liability on the activity undertaken by him.   
Examine the situation and discuss if ‘P’ is liable to pay service tax with the help of a 
decided case law, if any.  (8 Marks) 

(c) Examine, with the help of a decided case law, whether it is mandatory for the 
Customs Officers to make available the seized documents to the person (from 
whose custody such documents were seized) for making copies thereof. (4 Marks) 

4. (a) Which reasons shall not be considered as special and adequate reasons for 
awarding sentence of imprisonment for a term of less than six months as per 
section 9(3) of the Central Excise Act, 1944? (4 Marks) 

(b) Mr. M owns a residential building in a prime commercial locality.  Basement of the 
building is leased to Mr. N, a wholesaler.  One-fourth of the basement is used by 
Mr. N as his office and remaining portion is used as a godown for storing his 
merchandise.  Ground floor of the building is given on rent to Mr. O who uses the 
same as a guest house for his business contacts.  First floor of the building is 
occupied by Mr. M. and his family.  Second floor is given on rent to Mr. P who uses 
the same as his residence.  There is a large vacant land in the backyard of the 
building which is also given on rent to a parking contractor, Mr. Q who has set up a 
parking facility on the said land.   
Separate rent/lease deeds have been executed in respect of each floor of the 
building and vacant land given on rent/lease. 
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Examine the service tax liability of Mr. M with respect to the residential building 
owned by him.   (8 Marks) 

(c)  Briefly state the rights of the owner of warehoused goods under section 64 of the 
Customs Act, 1962. (4 Marks) 

5. (a) Briefly explain the procedure to be followed by the Authority for Advance Rulings on 
receipt of application for advance ruling under the Central Excise Act, 1944.  

(4 Marks) 
(b) Based on the Place of Provision of Service Rules, 2012 (PoPS Rules), determine 

the place of provision of service as well as their taxability in each of the following 
independent cases: 
(1) A Delhi based builder provides construction services to Gujarat based 

company in respect of construction of its new building in Afghanistan. 
(2) A UK based company has been awarded mineral exploration contract in 

respect of specific sites in Zimbabwe by a Hyderabad based corporation. 
(8 Marks) 

(c) Which class of importers is required to pay customs duty electronically? Name the 
dedicated payment gateway set up by the Board (CBEC) to use e-payment facility 
easily by an importer. (4 Marks) 

6. (a) Write a short note on desk review under Excise Audit, 2000. (4 Marks) 
Or 

 Write a brief note on the warehousing procedure for goods removed from the factory 
under the Central Excise Act, 1944 and the rules made thereunder. (4 Marks) 

(b) Vaishno Ltd. has obtained a patent for a process to extract coal from mines in 
February, 2012.  Vaishno Ltd. entered into an agreement with Shakti Ltd. in April, 
2012 to allow Shakti Ltd. to use its patented process to extract coals from mines for 
next three years.  The consideration payable by Shakti Ltd. for using the patented 
process has been fixed @ Rs. 1000 per tonne of coal extracted.  The quantum of 
coal extracted by Shakti Ltd. and other relevant details are given in the following 
table:  

Financial 
Year 

Output [in tonnes] Date of issuance of 
invoice 

Date of receipt of 
payment 

2012-13 2,000 05.07.2013 26.08.2013 
2013-14 3,000 13.04.2014 03.04.2014 
2014-15 4,000 11.04.2015 20.05.2015 

You are required to determine the point of taxation in the above case. (8 Marks) 
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(c) Explain salient features of post export Export Promotion Capital Goods (EPCG) 
scheme. (4 Marks) 

7. (a)  Mention the power of Settlement Commission to grant immunity from prosecution 
and penalty under section 32K of the Central Excise Act, 1944.  (4 Marks) 

(b) Comment on the applicability of service tax in the following independent cases: 
(i) Service provided by a private transport operator to Scholar Boys Higher 

Secondary School in relation to transportation of students to and from the 
school.  

(ii) Services provided by way of vehicle parking to general public in a shopping 
mall. 

(iii) Exhibiting movies on television channels. 
(iv) Transport facility provided by a School (not recognized by Government) to its 

students through a fleet of buses and cabs owned by the School. (8 Marks) 
(c) Mr. Sai wants to import by air a laptop from USA.  Such laptop has been used by 

Mr. Shyam - the seller for few months there.  Mr. Sai contends that he can freely 
import such laptop without any restriction/ authorization.  Examine the correctness 
of Mr. Sai’s claim in the light of the provisions of FTP 2015-2020.  (4 Marks) 
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