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 Test Series: February, 2014 
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. 

Working notes should form part of the answer. 

Wherever necessary, suitable assumptions may be made by the candidates 

Time Allowed – 3 Hours Maximum Marks – 100 

1. (a) Expressway India Ltd. is engaged in the manufacture of machines. It has supplied 
one machine to XYZ & Co.  The contracted sale price for delivery at buyer’s 
premises is ` 15,00,000. You are required to determine the assessable value for the 
subject transaction under section 4 of the Central Excise Act, 1944. Give reasons 
with suitable assumptions where necessary. 
The contracted sale price includes the following elements of cost:  

 ` 

Warranty charges 38,000 
Cost of drawings and designs used in the production of goods, 
supplied by buyer 

8,500 

Cost of primary packing 5,000 
Cost of packing at buyer's request for safety during transport 7,000 
Excise duty 1,10,600 
VAT (Sales tax) 34,000 
Octroi 10,500 
Freight and insurance charges paid from factory to ‘place of removal’ 31,000 
Actual freight and insurance from ‘place of removal’ to buyer's premises 62,300 

  (5 Marks) 
 (b) Shubham Enterprises, engaged in the manufacture of excisable goods has effected 

clearances of goods of the value of ` 440 lakh during the financial year 2012-13.  
The said clearances include the following details: 
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S. 
No. 

Particulars Amount 
(` in 
lakh) 

(i) Goods subject to valuation based on retail sale price under 
section 4A of the Central Excise Act, 1944 (said goods are 
eligible for 40% abatement) 

120 

(ii) Goods on which duty is paid based on annual capacity of 
production under section 3A of the Central Excise Act, 1944 

90 

(iii) Clearances without payment of duty to a 100% export 
oriented unit 

65 

(iv) Goods bearing brand name of National Small Industries 
Corporation 

80 

(v) Exports to Bhutan 40 
(vi) Balance clearances of goods in the normal course 45 

 Shubham Enterprises has sought your advice as to whether it is eligible to claim the 
benefit of exemption under Notification No. 8/2003 – C.E. dated 01.03.2003 in the 
financial year 2013-14. (5 Marks) 

(c) Realty Logic Ltd., dealing in activities relating to Real estate business furnishes the 
following information pertaining to services provided by it: 

Particulars Amount (` ) 
Construction services provided to World Health  Organisation 
Construction of Private clinic of a Dentist 
Renovation service provided to Government relating to plant for 
sewerage treatment 
Construction of roads in a factory 
Construction of residential complex meant for use of Member of 
Parliament 

30,00,000 
60,00,000 
45,00,000 

 
20,00,000 
75,00,000 

Renting of residential dwelling for use as residence 
Repair and maintenance of airport 

40,00,000 
30,00,000 

 Compute the value of taxable service and the service tax liability of Realty Logic 
Ltd. considering the rate of service tax at 12% assuming that it is not eligible for 
small service providers’ exemption under Notification No. 33/2012 – ST dated 
20.06.2012.   (5 Marks) 

(d) Housing Hub Ltd. undertakes works contracts and maintains sufficient records to 
quantify the labour charges. From the details given below, determine the taxable 
turnover, input tax credit and net VAT payable under the State VAT Law: 
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 Particulars  ` 
(in lakh) 

(i) Total contract price (excluding VAT) 400 
(ii) Labour charges paid for execution of the contract  60 
(iii) Cost of consumables used not involving transfer of property in 

goods 
20 

(iv) Material purchased and used for the contract taxable at 12.5% 
VAT (including VAT) 

90 

 Housing Hub Ltd. also purchased a plant for use in the contract for ` 20.8 lakhs 
(inclusive of VAT).In the VAT invoice relating to the same, VAT was charged at 4% 
separately. Assume 100% input tax credit is available on capital goods immediately 
and output VAT is leviable at 12.5%. (5 Marks) 

(e) Century Industries has imported a machine from UK. Compute the assessable value 
and customs duty payable on the machine with the help of the information provided 
below: 

(i) F.O.B. value of machine 20,000 UK Pounds 
(ii) Freight paid (air) 6,000 UK Pounds 
(iii) Design and development 

charges paid in UK 
5,00 UK Pounds 

(iv) Commission payable to local 
agent @ 2% of F.O.B. in 
Indian rupees  

 

(v) Date of bill of entry 28.12.2013 (Rate BCD 10%; Exchange 
rate as notified by CBEC `  100 per UK 
Pound) 

(vi) Date of entry inward 25.12.2013 (Rate of BCD 12%; 
Exchange rate as notified by CBEC  
` 102 per UK Pound) 

(vii) C.V.D. is payable @ 12%  
(viii) Special C.V.D. – as 

applicable 
 

(ix) Insurance charges have been actually paid but details are not available. 

(5 Marks) 
2. (a) Examine the validity of the following with reference to the Central Excise Law: 

(i) As per Rule 3(5A) of the CENVAT credit Rules, 2004, if the capital goods are 
cleared as waste and scrap, the manufacturer is required to pay an amount 
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equal to the duty leviable on transaction value.   
(ii) Unregistered premises used solely for affixing lower ceiling prices on 

pharmaceutical products to comply with requirements of under Drugs (Prices 
Control) Order (DPCO), 2013 are required to obtain central excise registration.  

  (3 x 2 = 6 Marks) 
(b) Examine the chargeability of service tax in the following cases:- 

(i) Services provided, in relation to serving of food or beverages, by an air 
conditioned canteen maintained in a factory.  

(ii) Services provided by NSDC in relation to National Skill Development 
programme in the month of October, 2013.  (3 x 2 = 6 Marks) 

(c) Examine the correctness of the following statements under Customs. 
(i) Import of LCD TV is allowed as part of free Baggage allowance under Baggage 

 Rules, 1998. 
(ii) Drawback is allowed in respect of milk products. (3 Marks) 

3. (a) The assessee, SPB Ltd.,  had two divisions namely, textile division and plastic 
division situated adjacent to each other on a common ground and surrounded by a 
common boundary wall.  Both the units had separate central excise registrations but 
the assessee, a single entity, had a common PAN under the Income-tax Act.    

  In order to receive continuous and uninterrupted supply of electricity, the assessee 
installed DG sets/electricity generation plant to be used in the factory of the textile 
division and it used furnace oil as fuel in the generation of electricity.  The assessee 
availed CENVAT credit on furnace oil, used as fuel for the generation of electricity, 
which was used for captive consumption in their own factory.  When the assessee's 
other unit required electricity, the assessee supplied part of the electricity so 
generated to its other unit. 

  Revenue claimed that the assessee ought to reverse the credit taken on furnace oil 
used in the generation of electricity and supplied to the other unit.  However, the 
assessee contended that since both the units were situated within a common 
boundary wall, the electricity supplied to the other unit could not be treated as being 
supplied to a different entity but within its own factory.  The assessee further 
contended that separate registration of the plastic unit would not make it a different 
factory.  Discuss with the help of a decided case law, whether the Department’s 
contention is valid in law.  (6 Marks) 

(b) (i) Examine with the help of a decided case law whether tax is to be deducted at 
source under section 194J of the Income-tax Act, 1961 on the amount of 
service tax if it is paid separately and is not included in the fees for 
professional services/technical services? 
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(ii) Examine with the help of a decided case law whether extended period of 
limitation be invoked for mere contravention of statutory provisions without the 
intent to evade service tax being proved?  (3 x 2 = 6 Marks) 

(c) RST Ltd. entered into technical collaboration with BCD Ltd. of Indonesia and 
imported drawings and designs in paper form through professional courier and post 
parcels.  RST Ltd. declared the value of these drawings and designs at a very 
nominal value. However, the Assistant Commissioner of Customs valued these 
drawings and designs at a high value and levied duty on them.  RST Ltd. contended 
that customs duty cannot be levied on drawings and designs as they do not fall in 
the definition of goods under the Customs Act, 1962.   

 Do you feel the stand taken by the RST Ltd. is tenable in law? Support your answer 
with a decided case law, if any. (3 Marks) 

4. (a) Sun Corporations Ltd. (SCL) was engaged in the manufacture of electronic 
transformers, semi-conductor devices and other electrical and electronics 
equipments. During the course of such manufacture, SCL also manufactured 
machinery in the nature of testing equipments to test their final products. 

 SCL had stated in its balance sheet that the testing equipments had been 
capitalised. The said position was further substantiated in the Director’s report 
wherein it was mentioned that during the year, the company developed a large 
number of testing equipments on its own. 

 The Department issued a show cause notice to SCL, levying duty on such testing 
equipments.  However, SCL contended that such items were assembled in the 
factory for purely research and development purposes, but research being 
unsuccessful, same were dismantled.  Hence, it would not amount to manufacture. 

  SCL further submitted that the said project was undertaken only to avoid importing 
of such equipment from the developed countries with a view to save foreign 
exchange. Examine with the help of a decided case law, whether in the given case, 
the duty is payable on the testing equipments.   (6 Marks) 

(b) Bharti Constructions was a construction company rendering services under the 
category of “construction of residential complex service” and was paying the service 
tax in accordance with the Finance Act, 1994.  They undertook certain construction 
work on behalf of a trust and paid the service tax.  However, later they filed refund 
claim for the service tax so paid contending that they were not actually liable to pay 
service tax as it was exempt.   

 Although Department did not dispute the fact that service tax was exempted in the 
instant case, it nevertheless rejected the refund claim on the ground that the refund 
application filed by the assessee was beyond the limitation period as stated in 
section 11B of the Central Excise Act, 1944. 
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 Is the Department correct in rejecting the refund claim? Substantiate your answer 
with the help of a decided case law, if any. (6 Marks) 

(c) Examine with the help of a decided case law whether judicial review of the order of 
the Settlement Commission by the High Court or Supreme Court under writ 
petition/special leave petition, is permissible?  (3 Marks) 

5. (a) (i) Heera Enterprises is engaged in manufacturing the articles of jewellery falling 
under heading 7113 on job work basis for Panna Jewellers.  Panna  Jewellers 
is of the opinion that since Heera Enterprises is manufacturing the articles, 
liability to obtain registration, maintain accounts, pay duty leviable on such 
goods and comply with all the relevant provisions of Central Excise Rules, 
2002 is on Heera Enterprises.  You are required to determine whether Panna 
Jewellers’ opinion is correct in law. (4 Marks) 

(ii) “Any Central Excise Officer not below the rank of Superintendent may arrest 
any person”. Discuss the validity of the statement under the provisions of the 
Central Excise Act, 1944.  (2 Marks) 

(b) (i) Lavi Ltd. was awarded a contract in October, 2013 for providing plastering 
services in respect of an immovable property for ` 4,00,000/-.  As per the 
terms of contract, the material required for plastering was also provided by 
Lavi Ltd. Are said services subject to service tax.  If so, determine the service 
tax liability of Lavi Ltd. 

(ii) What are the objectives with which filing of return procedures under VAT laws 
are designed?  (3 × 2 = 6 Marks) 

(c) Mr. Desraj, an exporter was held guilty of exporting ‘prohibited goods’ due to which his 
goods were confiscated. He demanded the release of goods in lieu of redemption fine 
under section 125 of the Customs Act, 1962. However, the customs officer denied to 
grant him the said option.  Examine whether, in the instant case, the customs officer is 
bound to release the goods in lieu of redemption fine. (3 Marks) 

6. (a) Examine the validity of the following statements relating to remission of duty under 
central excise law:- 
(i) Remission of duty can be granted on goods cleared from the factory after 

payment of duty, but destroyed by fire in transit? 
(ii) Upon grant of remission of duty, the CENVAT credit on inputs used in final 

product has to be reversed.  (6 Marks) 
OR 

 (a) Mr. Harnam Singh, manufactures electric cables for selling them within India as well 
as for export to Germany.  He has stored his goods in the warehouse for the 
purpose of exports. However, on account of Tsunami earthquake, goods cannot be 
shipped so as to be exported to Germany. Now, he wishes to divert the goods which 

© The Institute of Chartered Accountants of India



7 

were kept in the warehouse for the purpose of export, for home consumption.  
Explain briefly the procedure under Central Excise Act, 1944 to be adopted by Mr. 
Harnam Singh for diverting the said goods kept in the warehouse for the purpose of 
export to Germany for home consumption. (6 Marks) 

 (b) (i) Determine the place of provision of services as well as their taxability in each 
of the following independent cases: 
(a) Mr. Naresh, a London based Interior Decorator provides his professional 

services in respect of property which is intended to be located in Gujarat. 
(b) A U.S.A. based company possessing specialization in building 

construction has been awarded a contract for construction of Gurudwara 
in respect of specific sites in Canada by Punjab based Gurpreet Singh.  

(ii) Explain in brief the disadvantages of composition scheme available for small 
dealers under VAT system. (3 x 2 = 6 Marks) 

(c) M D Jefferson Exporters have exported raw iron outside India.  FOB value of 1,000 
tonne of goods exported is ` 3,00,000.  Rate of duty drawback on such export is  
` 200 per tonne.  Market price of goods is ` 1,75,000 (in wholesale market).  You 
are required to ascertain whether M D Jefferson Exporters is entitled to duty 
drawback and if yes, what is the quantum of such duty drawback? (3 Marks) 

7. (a) (i) Can a document which is relevant for a proceeding under the Central Excise Act, 
1944 be searched by a Central Excise Officer? Explain the relevant provisions. 

(ii) Write a brief note on the matters with respect to which an appeal does not lie before 
the Customs Excise Service Tax Appellate Tribunal against any order passed by 
Commissioner (Appeals), under section 35B of the Central Excise Act, 1944  

 (b) (i) “The Commissioner of Central Excise may order Special audit under service 
tax on random basis.” Discuss briefly. 

(ii) Explain briefly whether VAT is leviable on each of the following lease 
transactions:- 
(a) Sale of leased asset after lease period 
(b) Maintenance of leased asset  (3 x 2 = 6 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. (3 Marks) 
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