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SUGGESTED ANSWERS / HINTS 

1. (a) Calculation of value of clearances during financial year 2013-14 

Particulars Rs. (in lakhs)  
Total value of clearances during the financial year 2013-14 910 
Less: VAT included in above   60 
 850 
Less:  
1. Exports excluding exports to Nepal and Bhutan  
 Rs. (500-200) lakh  

 
 

300 
2. Clearances of excisable goods without payment of duty to a 
 unit in Software Technology Park  

 
40 

3. Job work done under Notification No. 84/94-CE dated 
 11.04.94 and under Notification No. 214/86-CE dated 
  25.3.86 i.e..Rs. (60 + 50) lakh  

 
 

110 
Value of clearances during the financial year 2013-14 400 

Notes:-While computing value of clearances during financial year 2013-14 (as 
shown above), 
1. export turnover has been excluded.  However, export to Nepal and Bhutan 

cannot be excluded as these are treated as “clearances for home 
consumption”. 

2. job work under Notification No. 214/86 - CE and Notification No. 84/94-CE is 
not taken into consideration. 

3. clearances of excisable goods without payment of duty to a unit in Software 
Technology Park are deducted. 

4. clearances of excisable goods bearing brand name of Khadi and Village 
Industries Commission are included. 

In order to claim the benefit of exemption under Notification No. 8/2003 – C.E. in a 
financial year, the total turnover of a unit should not exceed Rs. 400 lakh in the 
preceding year. Since the value of clearances in the previous financial year 2013-14 
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does not exceed Rs. 400 lakh, Star & Company is eligible to claim the benefit of 
Notification No. 8/2003 dated 1st March, 2003 in the financial year 2014-15. 

 (b) (i) Selling of space for advertisements in print media is included in the negative 
list of services under clause (g) of section 66D of the Finance Act, 1994.  Thus, 
the service tax levy extends to advertisement in all media except print media.  
Hence, sale of time for advertisement in radio and TV channel are liable to 
service tax.  Similarly, advertising via banners at public places and aerial bill 
boards are also liable to service tax.   

 As per section 65B(39a) of the Finance Act, 1994, print media inter alia means 
newspaper but does not include yellow pages.  Hence, sale of space for 
advertisements in newspapers is not liable to service tax but sale of space for 
advertisements in yellow pages attracts service tax. 

 Services relating to preparation of advertisements and canvassing 
advertisement for publishing on a commission basis are liable to service tax 
since they are not included in the negative list.  

Particulars Amount 
(Rs.) 

Sale of space for advertisement in newspaper -  
Services related to preparation of advertisement 70,000 
Sale of time for advertisement to be broadcast on radio 80,000 
Advertising via banner at public places 90,000 
Sale of time for advertisement to be broadcast on TV Channel 1,10,000 
Sale of space for advertisement in yellow pages 15,000 
Advertising via aerial bill-boards  50,000 
Canvassing advertisement for publishing on a commission basis 35,000 
Value of taxable service 4,50,000 
Service tax @ 12% [4,50,000 ×12%] 54,000 
Education cess @ 2% [ 54,000×2%] 1,080 
Secondary and higher education cess @ 1% [ 54,000×1%]      540 
Service tax liability 55,620 

(ii) Since the contract entered into by PQR Construction Ltd. requires the provision 
of both services and material, it is ‘works contract’ [Section 65B(54) of the 
Finance Act, 1994].  Thus, services of PQR Construction Ltd. will be subject to 
service tax as declared service under section 66E(h) of Finance Act, 1994. 

 Further, since the contract is for carrying out alterations in respect an 
abandoned building with a view to make it workable, it falls within the purview 
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of term “original works” [Clause (a) of explanation 1 to rule 2A of the Service 
Tax (Determination of Value) Rules, 2006].  

 In the given case, the value of the service portion in the execution of the works 
contract will be determined as per rule 2A(ii)(A) of the Service Tax 
(Determination of Value) Rules, 2006.  It provides that service tax shall be 
payable on 40% of the total amount charged for the works contract.  

 The computation of service tax payable is exhibited below: 

40% of the total amount charged Rs. 60 lakh [Rs. 150 lakh × 40%] 
Rate of service tax 12.36% 
Amount of service tax payable Rs. 7,41,600/-[which is 4.944% of the 

total amount charged of Rs. 150 lakh] 

(c) Computation of customs duty payable 

Particulars Rs.  
Total CIF value in INR = US $ 50,000 x Rs. 50 25,00,000 
Add: Landing charges @1%      25,000 
Assessable value (AV)  25,25,000 
Basic customs duty (BCD) @10% 2,52,500 
Education cess (EC) @ 2% on BCD 5,050 
Secondary and higher education cess (SAHEC) @ 1% on BCD      2,525 
Landed value of imported goods  27,85,075 
Total customs duty payable (BCD + EC+ SAHEC) 2,60,075 

Computation of anti – dumping duty payable 

Particulars Rs.  
Value of goods in INR as per Notification = 1,000 Kgs x US $ 60 x 
Rs. 50 

30,00,000 

Less : Landed value of goods  27,85,075 
Anti-dumping duty payable  2,14,925 

2. (a) The proviso to rule 9 of the Central Excise Valuation (Determination of Excisable 
Goods) Rules, 2000 lays down that in a case where the related person does not sell 
the goods but uses or consumes such goods in the production or manufacture of 
articles, the value thereof shall be determined in the manner specified in rule 8 of 
the Valuation Rules which provides that the value will be 110% of the cost of 
production or manufacture of such goods.  
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 Therefore, when the goods are sold to ABC Ltd., the assessable value shall be 
110% of Rs. 14,000 (Rs. 14,000 × 110%) i.e., Rs. 15,400.   
However, in the instant case, if ABC Ltd. is an unrelated buyer, the assessable 
value will be the transaction value of the goods i.e. Rs. 30,000.   

(b) Since Mr. Y has started its business in the year 2014-15, he would be entitled for small 
service providers exemption available under Notification No. 33/2012 ST dated 
20.06.2012.  Thus, Mr. Y will be exempt from paying service tax on the taxable services 
of aggregate value up to Rs.10 lakh.  

 However, section 69 of the Finance Act, 1994 read with the Service Tax 
(Registration of Special Category of Persons) Rules, 2005 provides that a provider 
of taxable service whose aggregate value of taxable services in a financial year 
exceeds Rs. 9,00,000 has to make an application for registration within a period of 
30 days of exceeding the aggregate value of taxable service of Rs. 9,00,000. 

 The aggregate value of taxable services of Mr. Y exceeds Rs. 9,00,000 on 
30.05.2014 when it issues Bill No. 7 of Rs. 1,07,000.  Thus, Mr. Y should apply for 
registration on or before 29.06.2014.  However, the application for registration is 
made on 22.08.2014.  Thus, there is delay of total 54 days.   

 Mr. Y will, therefore, be liable to a penalty which may extend upto Rs.10,000.   
 (c) (i) As per section 74 of the Customs Act, 1962, the duty paid imported goods are 

required to be entered for export within two years from the date of payment of 
duty on the importation.  This period can be extended by CBEC if the importer 
shows sufficient reason for not exporting the goods within two years.  

(ii)  If duty paid imported goods are exported without use, then 98% of such duty is 
re-paid as drawback. 

(iii) Yes, duty drawback is allowed when wearing apparels are re-exported without 
being used.  However, Notification No. 19/65 Cus. dated 06.02.1965 as amended 
provides that if wearing apparels have been used after their importation into India, 
drawback of import duty paid thereon shall not be allowed when they are exported 
out of India. 

3. (a) The facts of the given case are similar to the case of Medley Pharmaceuticals Ltd. 
v. CCE & C., Daman 2011 (263) E.L.T. 641 (S.C.). In the instant case, the Supreme 
Court observed that merely because a product was statutorily prohibited from being 
sold would not mean that the product was not marketable.  Sale is not a necessary 
condition for charging duty as excise duty is payable in case of free supply also.  
The Supreme Court observed that since physician samples were capable of being 
sold in open market, the same were marketable and thus, liable to excise duty.  

© The Institute of Chartered Accountants of India



Moreover, since the Drugs and Cosmetics Act, 1940 (Drugs Act) and the Central 
Excise Act, 1944 operated in two different fields, the restrictions imposed under 
Drugs Act could not lead to non-levy of excise duty under the Central Excise Act.   
Therefore, in view of the above-mentioned ruling of the Supreme Court, the 
contention of the assessee is not valid in law.   

 (b) No, the proceedings initiated by the Department are not justified.  The High Court, in 
case of CCE & ST v. Adecco Flexione Workforce Solutions Ltd. 2012 (26) S.T.R 3 
(Kar) has held that the Department has no authority to issue a show cause notice 
when the tax payer has paid service tax along with interest for delayed payments 
promptly.   
The High Court noted that section 73(3) of the Finance Act, 1994 categorically 
stated that if the payment of service tax and interest has been intimated to the 
authorities in writing, the authorities should not serve any notice for the amount so 
paid.  The authorities can initiate penal proceedings only against the defaulters who 
have not paid tax and not against the persons who have paid tax with interest on 
their own.  The High Court observed that if the notices are issued contrary to this 
section, the person who has issued notice should be punishable and not the person 
to whom it has been issued. 

 (c) The facts of the given case are similar to the case of Uniworth Textiles Ltd. vs. 
CCEx. 2013 (288) ELT 161 (SC), wherein the Supreme Court noted that section 28 
of the Customs Act, 1962 clearly contemplates that for invoking extended period of 
limitation, the intention to deliberately default is a mandatory pre-requisite. 
However, the assessee acted bona fide and claimed exemption by seeking 
clarification from the Development Commissioner.  Hence, it could be inferred that 
assessee made efforts to adhere to the law rather than its breach. 
The Apex Court held that mere non-payment of duties could not be equated with 
collusion or wilful misstatement or suppression of facts as then there would be no 
form of non-payment which would amount to ordinary default.  Something more 
must be shown to construe the acts of the assessee as fit for applicability of 
extended period of limitation. 
Therefore, in view of the above-mentioned ruling of the Supreme Court, the action 
of the Department of invoking extended period of limitation is not justified in the light 
of the provisions of the Customs Act, 1962. 

4. (a) (1) A new section 15A has been inserted in Central Excise Act, 1944 to empower 
the Central Government to prescribe an authority or agency with whom an 
Information Return shall be filed by the specified persons.  Information can be 
collected for the purposes of the Act, such as, to identify tax evaders or 
recover confirmed dues.  The specified persons required to file the said return 
are responsible for maintaining record of registration or statement of accounts 
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or any periodic return or document containing details of payment of tax and 
other details or transaction of goods or services or transactions related to a 
bank account or consumption of electricity or transaction of purchase, sale or 
exchange of goods or property or right or interest in a property, under any law 
for the time being in force.   

(2) Such persons shall furnish an information return of the details given above in 
respect of such periods, within such time, form (including electronic form) and 
manner, to the prescribed authority or agency.   

(3) Any defect found in the return by the prescribed authority can be rectified within a 
period of 30 days from the date of intimation of such defect to the said person.  
The period of 30 days can be extended further by the prescribed authority on 
request.   

(4) However, if the defect is not rectified within 30 days or the extended period, such 
information return shall be treated as not submitted and the provisions of this Act 
shall apply. 

(5) If the return, including return after rectification of defect, is not submitted within the 
specified time, the prescribed authority may issue a notice requiring furnishing of 
such information return within a period not exceeding 90 days from the date of 
service of the notice.   

 (b) (i) Exempt.  With effect from 11.07.2014, services received by Reserve Bank of 
India from outside India in relation to management of foreign exchange 
reserves have been exempted from service tax.  External asset management 
services received by Reserve Bank of India from overseas financial institutions 
is a specialized financial service in the course of management of foreign 
exchange reserves [Mega Exemption Notification No. 25/2012 ST dated 
20.06.2012 amended]. 

(ii) Exempt.  With effect from 11.07.2014, services provided by an Indian tour 
operator to a foreign tourist in relation to a tour wholly conducted outside India 
have been exempted from service tax [Mega Exemption Notification No. 
25/2012 ST dated 20.06.2012 amended].     

(iii) Taxable.  With effect from 11.07.2014, only the following specific services 
provided TO an educational institution (which provides education covered 
under negative list of services) have been exempted from service tax: 
(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;  

© The Institute of Chartered Accountants of India



(iv) services relating to admission to, or conduct of examination by, such 
institution. 

 Services by way of education up to higher secondary or equivalent fall within 
the purview of negative list of services.  Thus, the education provided by the 
Higher Secondary School is not liable to tax.  However, the services of a 
development of software provided to it are not covered under any of the 
specific services given above.  Thus, the same will be liable to service tax 
[Mega Exemption Notification No. 25/2012 ST dated 20.06.2012 amended].   

(c) According to section 127B of the Customs Act 1962, the following conditions are to 
be fulfilled for filing an application for settlement of cases: 
(i) the applicant has filed a bill of entry, or a shipping bill, or a bill of export, or 

made a baggage declaration, or a label or declaration accompanying the 
goods imported or exported through post or courier, as the case may be, and 
in relation to such document or documents, a show cause notice has been 
issued to him by the proper officer. 

(ii) the additional duty accepted is more than Rs. 3 lakhs. 
(iii) the applicant has paid the additional amount of customs duty accepted by him 

alongwith interest due under section 28AA. 
(iv) the case is not pending with CESTAT or any Court. 
(v) the application does not relate to goods to which section 123 applies or to 

goods in relation to which any offence under the Narcotic Drugs and 
Psychotropic Substances Act, 1985 has been committed. 

(vi) the application is not for the interpretation of the classification of the goods 
under the Customs Tariff Act, 1975 

Further, application before Settlement Commission can be made only when 
adjudication is pending.   

5. (a) Where the central excise officers during scrutiny or otherwise find that self-
assessment is not in order, they may ask the assessee to provide all necessary 
documents, records or other information for issue of duty demand for differential 
duty, if any, after conducting inquiry. 

 If the assessee fails to provide such records or information and the Department is 
unable to issue demand, ‘Best Judgement’ method, may be used to raise the 
demand based on collateral evidences.  In such a case, the burden will be on the 
assessee to provide information for appropriate re-determination of duty. 

 (b) (i) Exempt. Services provided TO an educational institution by way of 
transportation of students are exempt from service tax vide Notification No. 
25/2012 ST dated 20.06.2012.  
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(ii) Taxable. Services provided by way of vehicle parking to general public are not 
exempt from service tax.   

(iii) Taxable. Services provided to Government, a local authority or a 
Governmental authority by way of repair or maintenance of vessel are 
specifically exempt from service tax vide Notification No. 25/2012 ST dated 
20.06.2012 amended.  However, services of repair or maintenance of aircraft 
owned by Government are not so exempt.   

(iv) Taxable. The benefit of exemption in relation to services provided by way of 
transfer of copyrights of cinematograph films is available only when such films 
are exhibited in a cinema hall or theatre.  Therefore, exhibition of 
cinematograph films on television channels is taxable [Notification No. 25/2012 
ST dated 20.06.2012 amended].   

(c) The safeguard duty under section 8B of the Customs Tariff Act, 1975 is not imposed 
on the import of the following types of articles: 
(i) Articles originating from a developing country, so long as the share of imports 

of that article from that country does not exceed 3% of the total imports of that 
article into India; 

(ii) Articles originating from more than one developing country, so long as the 
aggregate of imports from developing countries each with less than 3% import 
share taken together does not exceed 9% of the total imports of that article into 
India; 

(iii) Articles imported by a 100% EOU or units in a Free Trade Zone or Special 
Economic Zone unless the duty is specifically made applicable on them. 

6. (a) As per section 9(3) of the Central Excise Act, 1944, for the purposes of section 9(1) 
or 9(2), the following shall not be considered as special and adequate reasons for 
awarding a sentence of imprisonment for a term of less than six months, namely:   
(i) the fact that the accused has been convicted for the first time for an offence 

under this Act; 
(ii) the fact that in any proceeding under this Act, other than a prosecution, the 

accused has been ordered to pay a penalty or the goods in relation to such 
proceedings have been ordered to be confiscated or any other action has been 
taken against him for the same act which constitutes the offence; 

(iii) the fact that the accused was not the principal offender and was acting merely 
as a carrier of goods or otherwise was a secondary party in the commission of 
the offence: 

(iv) the age of the accused (too young or too old) 
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          Or 
The procedure for warehousing of goods removed from a factory is detailed below: 
(i) The consignor shall prepare an application for removal of goods from a factory 

to a warehouse in quadruplicate and also prepare an invoice for goods to be 
warehoused. 

(ii) He has to send original, duplicate and triplicate application and duplicate 
invoice along with goods to the warehouse of destination.  The quadruplicate 
copy of application has to be sent to the Superintendent of Central Excise in-
charge of his factory within 24 hours. 

(iii) Within 24 hours of receipt of the goods the consignee shall verify the goods 
with all the copies of application. 

(iv) The consignee has to send: 
(a) Original copy to Superintendent-in-charge of his warehouse. 
(b) Duplicate copy to consignor and retain the triplicate for record. 

(v) The Superintendent-in-charge of the warehouse shall countersign the 
application received by him and send the same to Superintendent-in-charge of 
the consignor. 

(vi) The consignor shall retain the duplicate application duly endorsed by the 
consignee for his record. 

(b) The facts of the given case are similar to the case of Ankleshwar Taluka ONGC 
Land Loosers Travellers Co. OP. v. C.C.E., Surat-II 2013 (29) STR 352 (Guj.). In 
this case, the High Court made the following three important observations: 
(i) Service tax levy was comparatively new and therefore, both unawareness and 

confusion were quite possible particularly considering the strata to which the 
members of the society (assessee) belonged to.  They were essentially 
agriculturists, who lost their lands when plant of service receiver was set up, 
and therefore, had created society and for many years they were providing 
rent-a-cab service to the service receiver.   

(ii) There were divergent views of different Benches of Tribunal, which may have 
added to such confusion. 

(iii) The fact that the assessee had persuaded their right of reimbursement of 
payment of service tax with the service receiver by way of conciliation and 
arbitration cannot deprive them of the defence of bona fide belief of 
applicability of service tax. 

The High Court held that even if the assessee was aware of the levy of service tax 
and was not paying the amount on the ground of dispute with the service receiver, 
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there could be no justification in levying the penalty in absence of any fraud, 
misrepresentation, collusion or wilful mis-statement or suppression.   
Moreover, when the entire issue for levying the tax was debatable, that also would 
surely provide legitimate ground for not imposing the penalty. 
Therefore, in view of the above-mentioned ruling of the High Court, the contention 
of assessee is acceptable in law. 

(c) The above scenario is a case of third-party exports.   
 Third-party exports means exports made by an exporter or manufacturer on behalf 

of another exporter(s).  The conditions for being allowed as third-party exports 
under FTP are: 
(i) Export documents such as shipping bills shall indicate name of both 

manufacturing exporter/manufacturer and third party exporter(s).  
(ii) BRC, GR declaration, export order and invoice should be in the name of third 

party exporter. 
In the above case, though BRC, GR declaration, export order and invoice are in the 
name of LM Corporation (third party exporter), the shipping bill does not have the 
name of ST Corporation (manufacturer).  Therefore, ST Corporation will not be 
treated as the exporter in this case.  

7. (a) The Settlement Commission can grant immunity under section 32K of Central 
Excise Act, 1944 from prosecution for any offence under the Act and either wholly or 
in part from the imposition of penalty if it is satisfied that the applicant has made full 
and true disclosure and co-operated with the Commission. 

 If the payment is not made as per the settlement order or any particulars are 
concealed or any false evidence is given, the immunity can be withdrawn. 

 If prosecution has already been launched before submission of application for 
settlement, the immunity against such prosecution cannot be granted. 

 (b) (i)  Charging section-section 66B, inter alia, provides that service tax shall be 
levied on the services provided in the taxable territory by one person to 
another.  Taxable territory means the territory to which the provisions of this 
Chapter apply i.e. whole of territory of India other than the State of Jammu and 
Kashmir.   

 The vessels located in the continental shelf of India for the purpose of 
prospecting natural gas fall within the ambit of definition of ‘India’ [Section 
65B(27)].   

 Since in the present case, Krishna Ltd. provided services to Shiv Oil 
Corporation from vessels located in the continental shelf of India for the 

© The Institute of Chartered Accountants of India



purposes of prospecting natural gas, it implies that services have been 
provided in taxable territory by one person to another for consideration.  Thus, 
service tax is leviable on such services. 

(ii) Section 96E of the Finance Act, 1994, an advance ruling pronounced by the 
Authority under section 96D shall be binding only-  
(a) on the applicant who had sought it; 
(b) in respect of any matter referred to in sub-section (2) of section 96C; 
(c) on the Commissioner, and the Central Excise authorities subordinate to 

him, in respect of the applicant. 
 Such advance ruling shall be binding as aforesaid unless there is a change in law or 

facts on the basis of which the advance ruling has been pronounced. 
(c) DFIA is issued to allow duty free import of inputs, fuel, oil, energy sources, catalyst 

which are required for production of export product.  DFIA is of two types:   
(i) Pre export Authorization and 
(ii) Post export Authorization  

 Pre-export DFIA is issued with actual user condition.  In case of actual user DFIA 
and where CENVAT credit facility on inputs have been availed for the exported 
goods, even after completion of export obligation, the goods imported against such 
DFIA should be utilized in the manufacture of dutiable goods whether within the 
same factory or outside (by a supporting manufacturer).  In case of Post-export 
DFIA, a merchant exporter is required to mention only name(s) and address(s) of 
manufacturer(s) of the export product(s).   

 DFIA or the inputs imported against it can be transferred after the fulfillment of the 
export obligation.  A minimum 20% value addition is required for issuance of DFIA 
except for items in gems and jewellery sector. 

 Inputs imported against DFIA are exempt from payment of basic customs duty, 
additional customs duty/ excise duty, education cess, anti-dumping duty and 
safeguard duty.  
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