
Test Series: February, 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)  Star & Company, a small scale manufacturing unit, provides the following details.  

 Particulars Rs. (Lakhs) 

(i) Total value of clearances during the financial year 2013-14 
(including VAT Rs. 60 lakhs) 

910 

(ii) Total exports (including Nepal and Bhutan Rs. 200 lakhs) 500 
(iii) Clearances of excisable goods without payment of duty to a 

unit in Software Technology Park 
40 

(iv) Job work under Notification No. 84/94-CE dated 11.4.94 60 
 Job work under Notification No. 214/86-CE dated 25.3.86 50 
(v) Clearances of excisable goods bearing brand name of 

Khadi and Village Industries Commission 
200 

Clearances at point (ii), (iii), (iv) and (v) are included in clearances at point (i). 
 Determine the eligibility for exemption based on value of clearances for the financial 

year 2014-15 in terms of Notification No. 8/2003-CE dated 1.3.2003 as amended.  
Make suitable assumptions and provide brief reasons for your answers where 
necessary. (5 Marks) 

 (b) (i) Compute the value of taxable service and service tax liability from the following 
particulars:  

Services rendered Amount 
(Rs.) 

Sale of space for advertisement in newspaper 
Services related to preparation of advertisement 
Sale of time for advertisement to be broadcast on radio 
Advertising via banners at public places  

75,000 
70,000 
80,000 
90,000 
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Sale of time for advertisement to be broadcast on TV 
Channel 
Sale of space for advertisement in yellow pages 
Advertising via aerial bill-boards  
Canvassing advertisement for publishing on a commission 
basis 

1,10,000 
 

15,000 
50,000 
35,000 

Notes:  
1. All the charges stated above are exclusive of service tax. 
2. Small service providers’ exemption under Notification No. 33/2012 – ST 

dated 20.06.2012, need not be taken into account while solving the 
aforesaid question.  (6 Marks) 

(ii) Nice Oil Corporation [NOC] has awarded a contract for Rs. 150 lakh to PQR 
Construction Ltd. in respect of alterations to one of its buildings which was 
abandoned by ROC five years ago. The purpose is to make the said building 
workable.  The materials required for carrying out the alterations is provided by 
PQR Construction Ltd.  Are the services of PQR Construction Ltd. subject to 
service tax and if so, determine the amount of service tax payable?  (4 Marks) 

(c) Miss Sarita imported certain goods weighing 1,000 kgs with CIF value US$ 50,000. 
Exchange rate was 1 US$ = Rs. 50 on the date of presentation of bill of entry. Basic 
customs duty is chargeable @ 10% and education cess as applicable. There is no 
excise duty payable on these goods, if manufactured in India. 

 As per Notification issued by the Government of India, anti-dumping duty has been 
imposed on these goods. The anti-dumping duty will be equal to difference between 
amount calculated @ US $ 60 per kg and landed value of goods. You are required 
to compute custom duty and anti - dumping duty payable by Miss Sarita. 

 Note: Goods imported are exempt from payment of additional duty under section 
3(5) of Customs Tariff Act.   (5 Marks) 

2. (a) An assessee sold certain goods to ABC Ltd. for Rs. 30,000 (excluding excise duty 
and other taxes) on 15.10.2014.  The buyer, ABC Ltd., is a related person as 
defined under section 4(3)(b) of the Central Excise Act, 1944.  It did not sell the 
goods, but used it as intermediary product.  The cost of production of the said 
goods determined as per CAS-4 was Rs. 14,000.  Determine the assessable value 
in the given case. (4 Marks) 

(b) Mr. Y starts an advertising agency on April 1, 2014.  The details of the bills raised 
by him during April to June, 2014 are given as under: 
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Bill No.  Date  Value of taxable services 
(Rs.) 

1. 05.04.2014 82,500 
2. 11.04.2014 95,000 
3. 18.04.2014 1,65,000 
4. 28.04.2014 95,000 
5. 13.05.2014 2,75,000 
6. 15.05.2014 1,68,000 
7. 30.05.2014 1,07,000 
8. 01.06.2014 82,500 
9. 17.06.2014 79,200 
10. 25.06.2014 43,100 

Mr. Y applies for registration on 22.08.2014.  Is Mr. Y at any default? If yes, what is the 
maximum amount of penalty leviable under section 77(1)(a) of the Finance Act, 1994?  
Note: Mr. Y. avails all the exemptions, whichever are applicable in his case.  
 (8 Marks) 

(c) With reference to drawback on re-export of duty paid imported goods under section 
74 of the Customs Act, 1962, answer in brief the following questions: 
(i) What is the time limit for re-exportation of goods as such? 
(ii) What is the rate of duty drawback if the goods are exported without use? 
(iii) Is duty drawback allowed on re-export of wearing apparel without use? 
  (4 Marks) 

3. (a) Bodycare Ltd. is manufacturer of patent and proprietary medicines. Physician 
samples were distributed to medical practitioners as free samples. The Central 
Excise Department raised the demand of excise duty on such samples.   

 The assessee contended that since the sale of the physician samples was 
prohibited under the Drugs and Cosmetics Act, 1940 and the rules made 
thereunder, the same could not be considered to be marketable and hence were not 
liable to excise duty. 

 Examine, with the help of a decided case law, whether the contention of the 
assessee is valid in law.  (4 Marks) 

(b) Mr. X, a registered service provider failed to discharge his service tax on due date 
on account of a mishappening in his family.  However, he paid both service tax and 
interest for delayed payment before issue of show cause notice under the Finance 
Act, 1994. Subsequently, the Department initiated penal proceedings against Mr. X 
for recovery of penalty under section 76 for delayed payment of service tax.  
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Discuss, with the help of a decided case law, if any, whether the penal proceeding 
initiated by the Department is justified.  (8 Marks) 

(c) M/s. Island Exports, an EOU, is purchasing electricity generated by the captive 
power plant of its sister unit.  The furnace oil required for running the captive power 
plant was imported by the assessee (M/s. Island Exports) and supplied to sister unit 
for generation of electricity.  The assessee claimed exemption on import of furnace 
oil under the relevant exemption notification.  
The assessee had sought a clarification from the Development Commissioner 
seeking as to whether import of furnace oil and receipt of electricity would be liable 
to duty.  The Development Commissioner replied in favour of the assessee and 
thereafter, the assessee claimed the exemption. 
A show cause notice demanding duty was issued on the assessee invoking 
extended period of limitation of 5 years on grounds that the entitlement of duty free 
import of fuel for its captive power plant lies with the owner of the captive power 
plant, and not with the consumer of electricity generated from that power plant. 
Is the action of the Department in invoking the extended period of limitation justified 
in light of the provisions of the Customs Act, 1962? Discuss with the help of a 
decided case law.  (4 Marks) 

4. (a) Explain the provisions relating to submission of Information Return to prescribed 
authority under Central Excise Act, 1944. (4 Marks) 

(b) With reference to the position of service tax law as applicable on or after 
01.08.2014, determine the applicability of service tax in each of the following 
independent cases:   
(i) External asset management services received by Reserve Bank of India from 

overseas financial institutions.   
(ii) Service provided by an Indian tour operator to Mr. A, a Japanese National, for 

a tour conducted in Europe.   
(iii) Services provided to a Higher Secondary School affiliated to CBSE Board by 

an IT company in relation to development of a software to be used for 
enhancing the quality of classroom teaching.  (8 Marks) 

(c)  Explain with reference to the Customs Act, 1962, the conditions to be fulfilled for 
filing application to Settlement Commission.  (4 Marks) 

5. (a) What is the remedy available with the Department when the Central Excise Officer 
does not find the self assessment by the assessee in order? (4 Marks) 

(b) Comment on the applicability of service tax, in the following cases: 
(i) Service provided by a private transport operator to Bright Girls Higher Secondary 

School in relation to transportation of students to and from the school.  
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(ii) Services provided by way of vehicle parking to general public in a shopping 
mall. 

(iii) Service provided by way of repair or maintenance of an aircraft owned by a 
State Government. 

(iv) Exhibiting movies on television channels. (8 Marks) 
(c) When shall the safeguard duty under section 8B of the Customs Tariff Act, 1975 be 

not imposed?  Discuss briefly.  (4 Marks) 
6. (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) 

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) A co-operative society rendered rent-a-cab service to M/s. SPTO. The members of 

the society were essentially agriculturists who formed the society after they lost their 
land when SPTO plant was being set up and the society was operating without any 
profit model.  When the society started rendering the service to SPTO, 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 SPTO, 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) LM Corporation, a merchant exporter, procured order of goods from a customer in 
USA.  It approached ST Corporation, a manufacturer, for execution of the said 
order.  The shipping bills relating to the consignment bear the name of LM 
Corporation.  Bank Realization Certificate, GR declaration, export order and invoice 
are also in the name of LM Corporation.  Comment whether ST Corporation would 
be deemed as the exporter under FTP.    (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) 
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 (b) (i) Krishna Ltd. provided services to Shiv Oil Corporation from vessels located in 
the continental shelf of India for the purposes of prospecting natural gas.  
State briefly whether service tax will be levied in this case. (4 Marks) 

(ii) On whom is the advance ruling pronounced by the Advance Ruling Authority 
under service tax binding?  (4 Marks) 

 (c) What are the salient features of Duty-Free Import Authorization Scheme (DFIA)?  
Which duties are exempted under this scheme? (4 Marks) 
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