
Test Series: September, 2015 
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)  A SSI unit has effected clearances of goods of the value of Rs. 475 lacs during the 

financial year 2013-14. The said clearances include the following: 
(i) Clearance of excisable goods without payment of excise duty 

to a 100% EOU  
Rs. 120 lacs 

(ii) Job work in terms of Notification No. 214/86 CE, which is 
exempt from duty 

Rs. 75 lacs 

(iii) Export to Nepal and Bhutan Rs. 50 lacs 
(iv) Goods manufactured in rural area with the brand name of the 

others 
Rs. 90 lacs 

Examine with reference to the notification governing SSI exemption under the 
Central Excise Act whether the benefit of exemption would be available to the unit 
for the financial year 2014-15. (5 Marks) 

 (b) (i) Future 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 

extended 
3.8 

(v) Commission received for service rendered to 
Government for tax collection 

6.0 

(vi) Margin earned on reverse repo transaction 25.0 

Note: Future Bank Ltd. is not eligible for small service providers’ exemption 
under Notification No. 33/2012 – ST dated 20.06.2012. (6 Marks) 
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(ii) Compute service tax liability from the following particulars: 
Gross amount (excluding all taxes) charged by the 
service provider for providing works contract service 

Rs. 1,00,000 

Actual value of material transferred in the above works 
contract (VAT under the relevant State VAT Law has 
been paid on this value) 

Rs. 70,000 

Excise duty paid on inputs Rs. 8,750 
Service tax paid on input services Rs. 1,000 
Excise duty paid on the capital goods, purchased during 
the year, used in the provision of works contract service  

Rs. 1,000 

Rate of service tax 12.36% 

 (4 Marks) 
(c) Compute export duty from the following data: 

(i) FOB price of goods: US $ 1,00,000. 
(ii) Shipping bill presented electronically on 26-05-2014. 
(iii)  Proper officer passed order permitting clearance and loading of goods for 

export (Let Export Order) on 04-06-2014. 
(iv)  Rate of exchange and rate of export duty are as under: 

  Rate of Exchange Rate of Export Duty 
On 26-05-2014 1 US $ = Rs. 55 10% 
On 04-06-2014 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) Compute the assessable value of the goods manufactured by Shivam Enterprises, 
under section 4 of the Central Excise Act, 1944, with the help of the following 
particulars:- 
Particulars Amount 

(Rs.) 
Contracted sale price for delivery at buyer’s premises 2,42,000 
The contracted sale price includes the following elements of cost:-  
(i)  Cost of containers supplied by the buyer 15,200 
(iii)  Loading and handling charges incurred after removal from the 

factory 
6,000 

(iii)  Dharmada charges 2,100 

Note: Sale is completed at factory’s premises. (4 Marks) 
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(b) Discuss the prosecution, arrest and bail implications, if any, in respect of the 
following cases: 
(i) Mr. Akhil provides consulting engineer’s services of Rs. 60 lakh and knowingly 

evades the payment of service tax. 
(ii) Mr. Siddharth avails and utilizes credit of service tax of Rs. 45 lakh without 

actual receipt of taxable service. 
(iii) Mr. Prince fails to supply any information [with service tax implications of  

Rs. 52 lakh] which he was required to supply under the Service Tax Rules, 1994.  
(iv) Miss Nikita collected service tax of Rs. 70 lakh in the month of June but did not 

deposit the said amount until 31st March.  She has committed such offence for 
the second time.  (8 Marks) 

(c) What will be the dates of commencement of the definitive anti-dumping duty in the 
following cases under section 9A of the Customs Tariff Act, 1975 and the rules 
made thereunder: 
(i) where no provisional duty is imposed; 
(ii) where provisional duty is imposed; 
(iii) where anti-dumping duty is imposed retrospectively from a date prior to the 

date of imposition of provisional duty. (4 Marks) 
3. (a) The assessee is engaged in the manufacture of various types of packaging 

machines.  The machines are made to order according to the specification of 
individual customers and such machines, before dispatch, are to be tested at the 
manufacturer’s premises for the customer’s satisfaction.  After the satisfaction of the 
customer, the assessee makes the entry in the RG-1 register (DSA) declaring the 
machine as manufactured and ready for clearance.  For testing the machine, 
assessee procures certain excisable goods and avails CENVAT credit of the duty 
paid thereon by treating them as inputs used in the manufacture of packaging 
machines.   
The Department, however, denied such credit on the basis of the following 
contentions: 
(i) The said excisable goods were used only for testing and as such, they cannot 

be treated as inputs used in manufacturing the final product. 
(ii) Testing takes place only after manufacture of final product and any goods used 

in the process subsequent to manufacture cannot be termed as inputs under 
rule 2(k) of CENVAT Credit Rules, 2004.   

Discuss whether the department is justified in denying the CENVAT credit.  You 
may refer to decided case law, if any, in support of your decision.  (4 Marks) 
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(b) A co-operative society rendered rent-a-cab service to M/s. JITO. The members of 
the society were essentially agriculturists who formed the society after they lost their 
land when JITO plant was being set up and the society was operating without any 
profit model.  When the society started rendering the service to JITO, there was no 
service tax levy on rent-a-cab service. However, service tax was imposed on it 
subsequently. A show cause notice was issued to the society proposing to recover 
service tax with applicable penalty. 
The society paid the entire disputed amount of service tax and thereafter regularly 
paid the service tax but did not pay the penalty contending that it was a case of new 
levy and also there were divergent views of different Benches of Tribunal, which had 
added to the confusion. The issue was debated also with JITO, the service receiver, 
who first denied to pay the amount of tax. 
Decide, with the help of a case law, whether the contention of the assessee is 
acceptable in law. Discuss in brief the various observations which can be made on 
the issue.   (8 Marks) 

(c) Guru India imported various components in different consignments separately on 
the basis of valid import licences.  The Department has taken a stand that though 
components are imported in different consignments, ultimately taking all together, 
they are sufficient to manufacture finished goods.  Therefore, in view of the 
provision of Rule 2(a) of the Interpretative Rules, the goods will attract import duty 
as if they are finished goods and the benefit of an exemption notification exempting 
only the components will not be available.   
Write a brief note, with reference to decided case law, as to whether the stand taken 
by the Department is correct in law. (4 Marks) 

4. (a) “Belated filing of returns/ Annual Financial Information Statement/ Annual Installed 
Capacity Statement does not attract any late fee.” Discuss the validity of the 
statement. (4 Marks) 

(b) Determine the applicability of service tax in each of the following independent 
cases:   
(i) Construction, erection, commissioning or installation of original works 

pertaining to an airport. 
(ii) Services provided by way of admission to a national park  
(iii) The ambulance services provided by an entity which is not a clinical 

establishment or an authorised medical practitioner or paramedics (8 Marks) 
(c)  “A resident firm is not eligible to make an application for advance ruling in matters 

relating to customs duty”. Discuss the validity of the statement under Customs 
Laws.  (4 Marks) 
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5. (a) Describe the power of a Central Excise Officer to summon persons under the 
Central Excise Act. (4 Marks) 

(b) Mention briefly the specific exclusions from the definition of the term 'service' as 
provided in section 65B (44) of the Finance Act, 1994.  (8 Marks) 

(c) Briefly explain the provisions relating to creation of first charge on the property of 
the assessee, as provided under section 142A of the Customs Act, 1962. (4 Marks) 

6. (a) Under what circumstances it may be beneficial to pay duty and claim rebate under 
rule 18 of Central Excise Rules, 2002. (4 Marks) 

Or 
 With reference to the Central Excise Act, 1944 and the rules made thereunder, write 

a brief note on the circumstances when personal penalty could be imposed on a 
director of a company or a partner of a firm or an employee or a transporter. 

(4 Marks) 
(b) Furious Constructions Ltd. is engaged in providing the services by way of 

construction of roads.  The said services are exempt from service tax vide mega 
exemption Notification No. 25/2012 ST dated 20.06.2012.  Examine whether the 
sub-contractors who provide architect service and consulting engineer service which 
are used by Furious Constructions Ltd. in relation to such construction service, are 
also exempt from service tax. 
Would your answer be different if the sub-contractor provides the works contract 
services?  (8 Marks) 

(c) What are the privileges of Status Holders under Foreign Trade Policy, 2015-2020? 
 (4 Marks) 

7. (a)  What are the orders that are appealable to Supreme Court under the Central Excise 
Act, 1944? (4 Marks) 

 (b) (i) Mr. Bhola, located in taxable territory receives taxable services provided from 
a U.K. based company located in non-taxable territory.  Examine whether Mr. 
Bhola is liable to get registered under service tax. (4 Marks) 

(ii) Discuss the power to search premises under section 82 of the Finance  
Act, 1994. (4 Marks) 

(c) What is the objective of Merchandise Exports from India Scheme (MEIS)?  Which 
export categories/ sectors are ineligible for reward under this scheme and also 
explain the basis of calculation of reward?  (4 Marks) 

 

© The Institute of Chartered Accountants of India




