
Test Series: March, 2015 
MOCK TEST PAPER – 2 

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)  X sold to Y a machine at the sale price (excluding taxes and duties) of Rs. 2,00,000.  

Determine the total amount of excise duty payable on the machine using additional 
details given below: 

S.No. Particulars Rs.  
(i) Design and development charges paid by Y on X’s behalf to a 

third party (Z) 
20,000 

(ii) Warranty charges charged separately by X 5,000 
(iii) Sales tax 20,000 
(iv) Cost of durable and returnable packing  

(such cost has been amortised and included in the cost of the 
machine) 

5,000 

  (5 Marks) 
(b) Pure Agro Industries Ltd. furnishes the details of various services provided by it in 

the month of June, 2014 as under:  

Sl. 
No. 

Particulars Amount  
(Rs.) 

1. Supply of farm labour 43,000 
2. Warehousing of refined vegetable oil 1,25,000 
3. Sale of wheat on commission basis 65,000 
4. Giving trucks on hire (without transferring the right to use) 

for transport of minerals  
2,50,000 

5. Leasing of vacant land to a stud farm 30,000 
6. Renting of farmhouse for marriage and birthday parties 45,000 
7. Dehusking of paddy in rice mill on job work basis  25,000 
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Compute the service tax liability of the company for the month of June, 2014.  
Assume that the point of taxation in respect of all the activities falls in the month of 
June, 2014 itself.  Company had paid service tax of Rs. 3,18,000 during the 
Financial Year 2013-14.  Service tax has been charged separately, wherever 
applicable.  (10 Marks) 

(c) From the particulars given below, find out the assessable value of the imported 
goods under the Customs Act, 1962:  

   US $ 
(i) Cost of the machine at the factory of the exporter     10,000 

(ii) Transport charges from the factory of exporter to the port for shipment        500 

(iii) Handling charges paid for loading the machine in the ship 50 

(iv) Buying commission paid by the importer 50 

(v) Freight charges from exporting country to India 1,000 

(vi) Exchange rate to be considered : 1$ = Rs.  60 (5 Marks) 
2. (a) ABC Co. is engaged in the manufacture of water pipes.  From the following details, 

compute the CENVAT credit admissible to ABC Co. under the CENVAT Credit 
Rules, 2004: 
Duties (including the education cesses) paid on purchases are detailed below: 

Particulars Amount (Rs.) 
Raw steel  22,000 
Water pipe making machine  18,000 
Spare parts for the above machine  7,500 
Grease and oil 2,800 
Office equipment  20,000 
Light Diesel Oil     12,000 

ABC Co. is not eligible for SSI exemption.  
Provide explanation for treatment of various items.  (4 Marks) 

(b) Safe 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 
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(ii) Discount earned on bills discounted 4.8 
(iii) Value of sale and purchase of forward contract  5.4 
(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: Safe Bank Ltd. is not eligible for small service providers’ exemption under 
Notification No. 33/2012 – ST dated 20.06.2012.  (8 Marks) 

(c) Ascertain whether the exporter is entitled to duty drawback in the following 
independent cases and if yes, what is the quantum of such duty drawback? 
(i) FOB value of goods exported is Rs. 50,000.  Rate of duty drawback on such 

export of goods is 1%. 
(ii) FOB value of 2,000 kgs goods exported is Rs. 2,00,000.  Rate of duty 

drawback on such export is Rs. 30 per kg.  Market price of goods is Rs. 50,000 
(in wholesale market). (4 Marks) 

3. (a) Healthcare 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) M/s. Neem Infotech is selling information technology software as: 
(i)  Shrink wrap software 
(ii) Multiple user software/Paper license and 
(iii)  Internet download;  
retaining the copyright with it. 
In terms of End User License Agreement (EULA), the contract is given for 
customized development of software, delivered online or downloaded on the 
internet. 
The assessee is of the view that since it has been settled by the Supreme Court 
ruling in TCS case [2004 (178) ELT 22 (SC)] that software (branded as well as 

© The Institute of Chartered Accountants of India



unbranded) is goods, there is no element of service, and hence service tax cannot 
be levied in this case. 
Discuss, in the light of case law, if any, the following questions that arise - 
(i) Whether the transaction may be called as sale or deemed sale?   
(ii) Whether the transaction is liable to service tax? If yes, show the category of the 

service also. (8 Marks) 
(c) AB Ltd. imported Super Kerosene Oil (SKO) and stored it in a warehouse.  An ex-

bond bill of entry for home consumption was filed and duty was paid as per the rate 
prevalent on the date of presentation of such bill of entry; and the order for 
clearance for home consumption was passed.  On account of highly combustible 
nature of SKO, the importer made an application to permit the storage of such 
kerosene oil in the same warehouse until actual clearance for sale/use.  The 
application was allowed.  However, the rate of duty increased when the goods were 
actually removed from the warehouse.  The department demanded the differential 
duty. The company challenged the demand.  Whether it will succeed?  Discuss 
briefly taking support of decided case law(s), if any. (4 Marks) 

4. (a) Explain the provisions relating to fixed pre-deposit mandatory for filing appeal 
before Commissioner (Appeals) and CESTAT under section 35F of Central Excise 
Act, 1944. (4 Marks) 

(b) With reference to the position of service tax law as applicable on or after 
01.10.2014, what would be the place of provision of service in the following 
independent cases? 
(i) PQ Trade Links of New Delhi are appointed as commission agent by a foreign 

company for sale of its goods to Indian customers.  In lieu of their services, PQ 
Trade Links receive a fixed percentage of commission from the concerned 
foreign company. 

(ii) CD Fabricators of Mumbai has temporarily imported certain goods from its 
customer located in Hongkong for repairs.  The said goods have been re-
exported to Hongkong after carrying out the necessary repairs without being 
put to any use in Mumbai. (8 Marks) 

(c)  Explain with reference to the provisions of Customs Tariff Act, 1975, whether 
safeguard duty is leviable on articles imported by an 100% EOU/ unit in a SEZ that 
are cleared as such into DTA ? (4 Marks) 

5. (a) 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. 

(4 Marks) 
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(b) With reference to the Finance Act, 1994, discuss the taxability of following activities 
relating to a bank: 
(i) Bank extended housing loan of Rs. 50 lac to Mr. T.  
(ii) Bank received Rs. 50,000 as loan processing fee from Mr. T. 
(iii) Bank received Rs. 6 lac as interest on loan from Mr. T. (8 Marks) 

(c) A Customs Officer has issued an order for confiscation of goods.  However, the 
owner of the goods alleges that the order is not valid as no show cause notice has 
been issued.   

 Examine the situation with reference to section 124 of the Customs Act, 1962. 
    (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 
Under Excise Audit, 2000, the selection of unit for audit is based on 'risk factors'.  
Explain in brief the term 'risk factors' giving any five examples. (4 Marks) 

(b) Sai fails to pay service tax of Rs. 15 lakh payable on 6th November.  He pays it on 
17th November.  Determine the maximum penalty under section 76 of the Finance 
Act, 1994 that can be imposed on Sai in this case. (8 Marks) 

(c) State the scheme provided under FTP to primarily penetrate Latin American, African 
and Eastern European markets.  What is the general rate of entitlement under the 
Scheme?  Can diamonds and other precious, semi precious stones be exported 
under this Scheme?  (4 Marks) 

7. (a) Indicate the central excise authorities who can accept bonds executed for various 
purposes and obligations of exporter in respect of bond acceptance while filling in 
ARE-1 form.  (4 Marks) 

 (b) (i) Under reverse charge mechanism, which services have been notified, where 
service tax is jointly payable by both the service provider and the service 
receiver? (4 Marks) 

(ii) What is the time limit for issuance of show cause notice for demand of service 
tax under section 73 of the Finance Act, 1994 ? (4 Marks) 

(c) ‘X’ has used some duty paid inputs in its export products.  However, for the rest of 
the inputs, he wants to apply for the Advance Authorization.  Can he do so?  
Explain. (4 Marks) 
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