
Test Series: October, 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)  ABC & Co. is the small scale unit located in a rural area which is eligible for 

exemption under Notification No. 8/2003-CE during the current financial year.  You 
are required to determine the value of the first clearance of the unit and duty liability 
of ABC & Co. for the current year on the basis of particulars given below:  

  Rs. 
(i) Total value of clearances of goods with own brand name 50,00,000 
(ii) Total value of clearances of goods with brand name of 

other parties 
100,00,000 

(iii) Clearances of goods which are totally exempt under 
another notification (other than an exemption based on 
quantity or value of clearances) 

45,00,000 

(iv) Rate of excise duty – 12% plus education cesses as 
applicable 

 

  (Make suitable assumptions where required and show the calculations with 
appropriate notes)  (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  
Sale of time for advertisement to be broadcast on TV 
Channel 
Sale of space for advertisement in yellow pages 

45,000 
85,000 
65,000 
50,000 

1,00,000 
 

25,000 
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Advertising via aerial bill-boards  
Canvassing advertisement for publishing on a commission 
basis 

90,000 
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) Shiv Oil Corporation [SOC] has awarded a contract for Rs. 140 lakh to PQR 
Construction Ltd. in respect of alterations to one of its buildings which was 
abandoned by SOC 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) 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) Compute the assessable value and amount of excise duty payable under the 
Central Excise Act, 1944 and rules made thereunder from the following information: 

 Particulars No. of 
units 

Price at 
factory 
per unit*  

Price at 
depot 
per unit*  

Rate of 
duty ad 
valorem 

(i) Goods transferred from 
factory to depot on 8th 
February 

1,000 Rs.  200 Rs.  220 12% 

(ii) Goods actually sold at depot 
on 18th February 

750 Rs.  225 Rs.  250 10% 

*Note: Assume it to be the price at which the greatest aggregate quantity of goods 
are sold. (4 Marks) 
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(b) M/s. Balaji 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 
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) When shall the safeguard duty under section 8B of the Customs Tariff Act, 1975 be 

not imposed?  Discuss briefly.  (4 Marks) 
3. (a) X Ltd. was a manufacturer of polyester yarn.  A ground plan of the factory was 

provided by the assessee to the jurisdictional Central Excise Officer and the same 
was approved.  The ground plan showed the area in which the manufacturing is 
carried out as also the areas occupied for purpose of storage godowns, cycle sheds, 
canteen as well as the housing complex for staff and workers.  The assessee had a 
captive power plant in the approved area.  The electricity generated was supplied to 
the housing complex as well as for use in the manufacturing activity. 

  X Ltd. claimed CENVAT credit of the duty paid on furnace oil consumed in 
generation of electricity supplied to housing complex on the ground that the same 
was used captively within the factory (housing complex being part of the factory).  
However, the Central Excise Department refused to allow such credit.   

  Examine whether the Department’s action is correct in law.  (4 Marks) 
 (b) (i) PQR Ltd. failed to discharge its service tax on due date, but 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 PQR Ltd. for recovery of penalty under section 76 for 
delayed payment of service tax.  
Discuss, with the help of a decided case law, if any, whether the penal 
proceeding initiated by the Department is justified. 
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Note: The delay in payment of service tax by PQR Ltd. was on account of 
reasons other than fraud, collusion, wilful mis-statement, suppression of facts, 
contravention of any of the provisions of Chapter V of the Finance Act, 1994 or 
of the rules made thereunder with intent to evade payment of service tax. 

(ii) The assessee received some taxable services from Sohan.  A formal contract 
was entered into between them. As per the terms of the contract, Sohan had to 
bear all the taxes, duties and other liabilities in connection with discharge of 
his obligations.  
Subsequently, liability to pay service tax in case of such taxable services was 
shifted from service provider to service receiver retrospectively, owing to an 
amendment in law. Therefore, the assessee deducted service tax in the bills 
raised by Sohan. Sohan refused to accept the said deduction saying that the 
contractual clause could not alter the liability placed on the service recipient 
(i.e. the assessee) by law. 
Discuss whether the contention of Sohan stands to reason with the help of a 
decided case law, if any. (8 Marks) 

(c) M/s Snap IT Co. imported laptops with Hard Disc Drives (HDD) preloaded with 
operating software like Windows XP, XP home etc.  The operating software at the 
relevant time was exempt from customs duty.  The Department claimed that the said 
laptop along with the operating software was classifiable and assessable as a single 
unit.  However, the assessee contended that the software loaded HDD should be 
classified and assessed separately.  Decide with a brief note whether the action 
proposed by the Department is correct in law. (4 Marks) 

4. (a) “The time limit for availing CENVAT credit on inputs and input services is 6 months 
of the date of invoice.” Discuss the validity of the statement. (4 Marks) 

(b) Who is liable to pay service tax in the following independent cases:   
(i) Taxable services provided by mutual fund agent to a mutual fund. 
(ii) Taxable services provided by a marketing agent of lottery tickets to a selling 

agent. 
(iii) Manpower services provided by an individual to a business entity registered as 

body corporate. (8 Marks) 
 (c)  “The application for special brand rate cannot be made if a claim has been made 

under rule 3 or rule 4 under Customs, Central Excise Duties and Service Tax 
Drawback Rules, 1995.”  Discuss the validity of the statement. (4 Marks) 

5. (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) 
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 (b) CD & Co., an architectural firm based in Delhi, provides professional services to an 
Indian Hotel Chain (which has business establishment in Mumbai having centralised 
registration) in respect of its newly acquired land in London.  The Hotel Chain 
intends to construct a Hotel on that land in London.  CD & Co. has designed the site 
plan and lay out of the proposed Hotel building.   

  State whether the service would be taxable in India on the basis of Place of 
Provision of Service Rules, 2012 (PoPS Rules). (8 Marks) 

 (c) Which class of importers are required to pay customs duty electronically? Name the 
dedicated payment gateway set up by the Board (CBEC) to use e-payment facility 
easily by an importer. (4 Marks) 

6. (a) 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) 

Or 
  Mention the power of Settlement Commission to grant immunity from prosecution 

and penalty under section 32K of the Central Excise Act, 1944.  (4 Marks) 
 (b) The CESTAT passed an order in case of Mr. P holding that the activity carried out 

by Mr. P is liable to service tax.  Aggrieved by the said order, Mr. P wishes to file an 
appeal against the said order.  You are required to advice him as to whether he can 
file an appeal to High Court, in the given case, on the question of levy of service tax 
on a particular activity. (8 Marks) 

 (c) Briefly explain the duty exemption and remission schemes under Foreign Trade 
Policy, 2015-2020 ?  (4 Marks) 

7. (a)  Mr. Ankur Mehta manufactures electronic items for selling them within India as well 
as exports to Germany.  He has stored his goods in the warehouse for the purpose 
of export. However, on account of certain unforeseen circumstances, goods cannot 
be exported to Germany.  Now, he wishes to divert said goods kept in the 
warehouse for home consumption.   

  Can he do so? If yes, briefly explain the procedure to be adopted by Mr. Ankur 
Mehta for diverting the goods kept in the warehouse for being exported to Germany, 
for home consumption.  (4 Marks) 

 (b) (i) On whom the advance ruling pronounced by the Advance Ruling Authority is 
binding under service tax? (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) What is Export Promotion Capital Goods Scheme and who are eligible exporters 
under FTP 2015-2020?  (4 Marks) 
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