
PAPER – 8 : INDIRECT TAXES 

Attempt all questions 

PART – A 
Question 1 
(a) (i) Briefly explain with reference to the Central Excise (Removal of Goods at Concessional 

Rate of Duty for Manufacture of Excisable Goods) Rules, 2001 the provision relating to 
"return of goods to supplier". 

(ii) Explain briefly the expression 'assessee' with reference to the Central Excise Rules, 
2002.  (2 x 2 = 4 Marks) 

(b) With reference to the Central Excise Rules, 2002, mention the time limits prescribed for the 
following cases: 

(i) Filing of Annual Installed Capacity Statement 

(ii) Return of seized records that have not been relied upon by the Department 

(2 x 2 = 4 Marks) 

(c) Explain briefly the provisions relating to registration under central excise where a person has 
more than one premises requiring registration.  (4 Marks) 

(d) What are the grounds on which remission of duty can be granted under the Central Excise 
Rules, 2002? When should such application be submitted to the Central Excise officer? Write 
a brief note.  (4 Marks) 

(e) Explain with a brief note (giving reasons for your answer) the correctness of the following 
statements with reference to the Central Credit Rules, 2004: 

(i) CENVAT credit is not available on cement, angles, channels, centrally twisted deform 
bar (CTD) or thermo mechanically treated bar (TMT) and other items used for 
construction of factory shed, building or laying of foundation or making of structures for 
support of capital goods. 

(ii) Rule 6(3) gives an option to the manufacturer opting not to maintain separate accounts 
to pay an amount equal to 5% of the price of the exempted goods.  (2 x 2 = 4 Marks) 

 

The suggested answers for Indirect Taxes (Paper 8) are based on the provisions as amended by 
the Finance (No. 2) Act, 2009 and Notifications/Circulars issued up to 31.10.2009 which are 
relevant for May 2010 examinations. 
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Answer  
(a) (i) Proviso to rule 6 of the Central Excise (Removal of Goods at Concessional Rate of 

Duty for Manufacture of Excisable Goods) Rules, 2001 provides that if the subject 
goods on receipt are found to be defective or damaged or unsuitable or surplus to 
the needs of the manufacturer, he may return the subject goods to the original 
manufacturer of the goods from whom he had obtained these. 

 The original manufacturer will add each such returned goods to his non-duty paid 
stock (in Daily Stock Account) and then deal with it accordingly. 

(ii) As per Rule 2(c) of the Central Excise Rules 2002, “assessee” means any person 
who is liable for payment of duty assessed or a producer or manufacturer of 
excisable goods or a registered person of a private warehouse in which excisable 
goods are stored and includes an authorized agent of such person. 

(b) (i) Rule 12(2A) of the Central Excise Rules, 2002 provides that the Annual Installed 
Capacity Statement declaring the annual production capacity of the factory for the 
financial year to which the statement relates should be submitted to the 
Superintendent of Central Excise in Form ER-7 by 30th April of the succeeding year. 

(ii) Rule 24A of the Central Excise Rules, 2002 inter alia provides that seized records 
that have not been relied upon by the Department for the issue of notice under the 
Central Excise Act or the Rules made thereunder shall be returned within 30 days of 
the issue of the said notice or within 30 days from the date of expiry of the period for 
issue of the said notice.  

(c) Clause (2) of Notification No. 35/2001 CE(NT) dated 26.6.2001 prescribes that if a 
person has more than one premises requiring registration, separate registration 
certificate shall be obtained for each of such premises.   
However, a person manufacturing or carrying on trade in textile and textile articles falling 
under chapter 50 to 63 of the First Schedule to the Central Excise Tariff Act may obtain 
single registration for more than one premises, if all the premises fall within the 
jurisdiction of one Commissioner of Central Excise, and he has submitted the details of 
all such premises along with the application for registration.  
Further, a person manufacturing compressed natural gas falling under heading 2711 of 
the Central Excise Tariff may also obtain a single registration for all premises which fall 
within the jurisdiction of one Chief Commissioner of Central Excise by submitting the 
application to any of the jurisdictional Commissioner with details of all the premises 
subject to the condition that prior intimation shall be given before starting any additional 
premises subsequent to obtaining such registration.  

(d) As per rule 21 of the Central Excise Rules, 2002, remission of duty can be granted in the 
following cases:  
(i) where the goods have been lost or destroyed by natural causes; or  
(ii) where the goods have been lost or destroyed by unavoidable accident; or  
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(iii) where the goods are claimed by manufacturer as unfit for consumption or for marketing. 
Application for remission should be submitted before removal of goods from the factory 
and after they are fully manufactured and entered in ‘daily stock account.    

(e) (i) The statement is correct.  Explanation 2 to rule 2(k) of the CENVAT Credit Rules, 2004 
provides that inputs include goods used in the manufacture of capital goods which are 
further used in the factory of manufacturer.  The explanation has been amended vide 
Notification No. 16/2009 CE (NT) dated 07.07.2009 so as to specifically provide that 
cement, angles, channels, centrally twisted deform bar, thermo mechanically treated bar 
and other items used for construction of factory shed, building or laying of foundation or 
making of structures for support of capital goods are excluded from the definition of 
inputs.  Thus, credit on such items cannot be availed. 

(ii) The statement is not correct.  As per rule 6(3) of the CENVAT Credit Rules, 2004, a 
manufacturer using common inputs/input services for manufacturing dutiable and 
exempted goods and opting not to maintain separate accounts is required to pay an 
amount equal to 5% of the value of the exempted goods, and not 5% of the price of 
the exempted goods.   
Note: The reference to Central Credit Rules, 2004 in the question may be read as 
CENVAT Credit Rules, 2004.  

Question 2 
(a) An assessee moved an application on 01.01.2009 under section 35C(2) of the Central Excise 

Act, 1944 for rectification of mistake in an order passed on 04.07.2008. The Tribunal took up 
the application on 01.01.2010 and dismissed the same on the ground that the Tribunal cannot 
entertain an application for rectification beyond a period of 6 months. Explain briefly with 
reference to any decided case law whether the Tribunal's decision is correct in law. (3 Marks) 

(b) Compute the assessable value under the Central Excise Act, 1944 in the following case: 

Production  : 2,000 units on 1.1.2010 
Quantity sold  : 450 units @ Rs. 200 per unit 
 : 650 units @ Rs. 190 per unit 
Samples clearances : 50 units 
Balance in stock  : 850 units (at the end of factory day for 1.1.2010) 

Assume that the rate per unit is exclusive of central excise duty. (3 Marks) 
(c) Hero Automobiles is engaged in the manufacture of motor cars. Compute the amount of 

CENVAT credit admissible from the following particulars with suitable explanations where 
required: 

 Goods purchased  Duty paid at the time of 
purchase of goods (Rs.) 

(i) Raw Steel  5,00,000 

Copyright -The Institute of Chartered Accountants of India



FINAL (OLD) EXAMINATION : MAY, 2010 

50 

(ii) Batteries 2,00,000 
(iii) Cutting oil 70,000 
(iv) Electric lamps for lighting manufacturing area 80,000 

(4 Marks) 
(d) M/s Punctual Ltd. (manufacturing watches) has cleared goods of the value of Rs. 120 lakhs 

during the financial year 2009 -10 exclusive of duties and taxes.  The goods attract 8% ad 
valorem excise duty plus education cess as applicable.  Determine the excise duty liability 
when the assessee opts for CENVAT facility and also in the case when the assessee decides 
not to avail CENVAT benefit. The turnover of the assessee in the previous year 2008-09 was 
Rs.100 lakhs.  (5 Marks) 

Answer  
(a) Section 35C(2) of the Central Excise Act, 1944 inter alia states that the Appellate 

Tribunal may at any time within six months from the date of the order, with a view to 
rectifying any mistake apparent from the record, amend any order passed by it under 
sub-section (1).  Since, in the present case, the application has been made within 6 
months from the date of the order, it is not relevant for the purpose of limitation as to 
when the Tribunal takes up the same for hearing and disposal.   
This view has been confirmed by the Supreme Court in the case of Sree Ayyanar 
Spinning and Weaving Mills Ltd. vs. CIT 2008 (229) E.L.T. 164 (SC).  In this case, 
Supreme Court while interpreting similar provisions in relation to Income-tax Act has 
ruled that once the assessee has moved the application within the period prescribed 
under the statute, the Tribunal cannot reject the application on the ground that the 
statutory period for amending the order has elapsed when taken with the period of 
pendency before the Tribunal.   
Therefore, in this case, since the assessee has moved the application within 6 months 
from the date of the order, the Tribunal cannot reject the application for rectification of 
mistakes on the ground of limitation.  Thus, the Tribunal’s decision is not correct in law.   

(b) Computation of Assessable Value  

Quantity Sold/Cleared Rate per unit (Rs.) Assessable value (Rs.) 
Sold 450 units 200 90,000 
 650 units 190 1,23,500 
Sample clearance 
[See Note] 

50 units 190      9,500 

Total Assessable 
Value  

  2,23,000 

Note: Circular No. 813/10/2005 CX dated 25.04.2005 has clarified that valuation of 
samples should be done on the basis of rule 4 of the Central Excise (Determination of 
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Price of Excisable Goods) Rules, 2000 i.e., on the basis of value of goods cleared at or 
around the same time.   
However, since the information relating to value of goods sold at the time nearest to the 
time of removal of samples is not available, valuation may be done on the basis of rule 
11 read with rule 4 and rule 7.  Therefore, normal transaction value of goods sold at or 
about the time nearest to the time of removal of samples will be the assessable value of 
the samples.  Normal transaction value is the value at which the greatest aggregate 
quantity of goods is sold. Since, in the given case, the greatest aggregate quantity viz., 
650 units are sold at Rs. 190, the normal transaction value would be Rs. 190. 

(c) Computation of CENVAT credit admissible  

 Rs.  

Raw steel [Refer Note 1] 5,00,000 

Batteries [Refer Note 2] 2,00,000 

Cutting oil, coolants [Refer Note 3] 70,000 

Electric lamps [Refer Note 4] __ 

Total CENVAT credit admissible  7,70,000 

Notes:  
(1) Raw steel is an input for the manufacture of cars. 
(2) Though batteries are finished products in themselves but they will be considered as 

raw material (inputs) for motor cars [Telco v. State of Bihar (1994) 74 ELT 193 
(SC)]. 

(3) Cutting oil and coolants are specifically included in the definition of inputs as per 
rule 2(k) of the CENVAT Credit Rules, 2004. 

(4) Inputs which facilitate manufacture but are not integrally connected with 
manufacturing process are not eligible inputs.  Hence, electric lamps used for 
lighting the manufacturing area are not eligible for CENVAT credit [Kanoria Sugar v. 
CCE 1996 (87) ELT 522 (CEGAT)]. 

(d) Units whose turnover is less than Rs.400 lakh in the preceding year are eligible for SSI 
exemption in the current year vide Notification No. 8/2003 CE dated 01.03.2003.  Under 
the SSI exemption scheme, if the unit does not avail CENVAT on inputs, turnover up to 
Rs.150 lakh is fully exempt.  However, if the unit avails CENVAT on inputs, it has to pay 
normal duty on all clearances and no SSI exemption is available.  SSI exemption is 
available only in respect of the goods that are covered by Notification No. 8/2003.  
Watches with MRP exceeding Rs.500 are not covered by the said notification.  
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Thus, M/s. Punctual Ltd. cannot opt for SSI exemption though its turnover is less than 
Rs.400 lakh in the previous year, on the presumption that MRP of the watches 
manufactured by it exceeds Rs.500.  
Hence, the duty liability can be calculated as follows: 

 Rs. (In lakh) 

Basic excise duty =  Rs.120 lakh x 8% 9.600 

Education cess =Rs.9.6 lakh x 2% 0.192 

Secondary and higher education cess = Rs.9.6 lakh x 1%  0.096 

Total excise duty payable  9.888 

Since, M/s. Punctual Ltd. cannot opt for SSI exemption scheme, question of not availing 
CENVAT would not arise.  Thus, CENVAT credit of excise duty paid on inputs may be 
used to pay excise duty of Rs.9.888 lakh payable on final products.   

Question 3 
(a) Aarogya Products Ltd. is manufacturing tooth powder called ‘Dantmanjan’. The product is 

manufactured exclusively in accordance with the formulae prescribed in Ayurvedic texts that 
are authoritative and in the First Schedule to the Drugs and Cosmetics Act, 1940.  The 
assessee has contended that the product ‘Dantmanjan' is a medicament. The Department 
has taken a stand that the said product is a tooth powder i.e., cosmetic/toiletry preparation. 
You are required to write a brief note whether the stand taken by the Department in the 
matter of classification under the First Schedule to the Central Excise Tariff is correct in law. 

 (5 Marks) 
(b) Machchar Khalas is engaged in the manufacture of liquid mosquito destroyer. It obtains 

concentrated alletherin and dilutes the same by adding solvents, deodorized kerosene oil, 
perfume (as a masking agent) and a stabilizing agent. Briefly examine with a note whether 
the addition of stabilizing agent, masking agent etc. amounts to manufacture within the 
meaning of section 2(6) of the Central Excise Act, 1944. (5 Marks) 

(c) What is Consumer Welfare Fund? How is this fund utilized? Write a brief note with reference 
to the provisions of the Central Excise Act, 1944.  (5 Marks) 

Answer  
(a) The stand taken by the Department is correct as held by the Supreme Court in the case 

of CCE Nagpur vs. Shree Baidyanath Ayurved Bhawan Ltd. 2009 (237) ELT 225 (SC).  
The Supreme Court has held that the primary object of the Central Excise Act is to raise 
revenue for which various products are differently classified in the Tariff Act.  Resort 
should, in the circumstances, be had to popular meaning and understanding attached to 
such products by those using the product and not to be had to the scientific and technical 
meaning of the terms and expressions used. 
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The Supreme Court has further held that as per common parlance test, which is one of 
the well recognized tests and which has been consistently followed by the Supreme 
Court, ‘Dantmanjan’ is a tooth powder and not an ayurvedic medicine.  

(b) No, the activity does not amount to manufacture.  Mere processing of the goods is not 
manufacture.  To fall within the definition of manufacture, a new substance should 
emerge.  It has been held by the Supreme Court in many judgements that a process, in 
order to amount to manufacture must lead to the emergence of a new product.    

The High Court, in a similar case of CCE v. Karam Chand (2009) 236 ELT 647(HP) has 
held that by addition of solvents, deodorized kerosene oil, perfume and a stabilizing 
agent, no new substance is formed and only a diluted form of original substance is 
formed and packaged.  Alletherin in its concentrated form is an insecticide.  The final 
product manufactured by the assessee is a diluted form of insecticide-alletherin which 
would only kill small insects like mosquitoes.  Hence, only the potency of the insecticide 
has been reduced.  Therefore, it could not be termed to be manufacture. 

Note: Reference to section 2(6) of the Central Excise Act, 1944 in the question should be 
read as section 2(f) of the Central Excise Act, 1944. 

(c) The consumer welfare fund has been established by the Central Government under the 
provisions of section 12C of the Central Excise Act, 1944 wherein the following amounts 
are credited:- 

(i) refund of duty of excise under section 11B(2), section 11C(2) or section 11D(2) of 
the Central Excise Act which is not to be granted to the applicant; 

(ii) refund of amount of duty of customs under section 27(2), section 28A(2) or section 
28B(2) of the Customs Act which is not to be paid to the applicant; 

(iii) any income from investment of the amount credited to the fund and any other 
moneys received by the Central Government for the purposes of this fund; 

(iii) surplus amount of service tax referred to in section 73A(6) of the Finance Act, 1994. 

Section 12D of the Central Excise Act, 1944 provides that any moneys credited to the 
fund shall be utilized by the Central Government for the welfare of consumers in 
accordance with the Consumer Welfare Fund Rules, 1992.  The Central Government 
shall maintain or, if it thinks fit, specify the authority which shall maintain, proper and 
separate account and other relevant records in relation to the Fund in such manner as 
may be prescribed in consultation with the Comptroller and Auditor General of India. 
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PART – B 

Question 4 
(a) Explain briefly the following with reference to the Customs Act, 1962:  

(i) Assessment 

(ii) Imported goods  (2 x 2 = 4 Marks) 

 (b) Briefly explain the methodology for calculation of export duty after the introduction of the 
‘transaction value’ concept under section 14 of the Customs Act, 1962. (4 Marks) 

(c) Discuss with a brief note the distinction between the functioning of Inland Container Depots 
(ICD) and Container Freight Stations (CFS).  (4 Marks) 

(d) Briefly examine with a note, the correctness of the following statement with reference to the 
Customs Act, 1962: 

 “Interest under section 47 is chargeable only after the expiry of warehousing period specified 
under section 61(1) of the Customs Act, 1962”. (4 Marks) 

(e) Briefly explain the term ‘export’ for the purpose of duty drawback under section 75 of the 
Customs Act, 1962.  Is duty drawback available if the goods do not reach the destination?  

(4 Marks) 

Answer  
(a) (i) As per section 2(2) of the Customs Act, 1962, the term “assessment” is defined to 

include provisional assessment, reassessment and any order of assessment in 
which the duty assessed is nil. 

Assessment is the name given to the process of determining the tax liability in 
accordance with the provisions of this Act.  

(ii) The term “imported goods” has been defined in section 2(25) of the Customs Act, 
1962 to mean any goods brought into India from a place outside India but does not 
include goods which have been cleared for home consumption. 

(b) With effect from 01.01.2009, for the purpose of calculation of export duty, the transaction 
value, that is to say the price actually paid or payable for the goods for delivery at the 
time and place of exportation under section 14 shall be the FOB price and the export duty 
shall be charged as a percentage of FOB price.      

In case the transaction is on CIF basis, the FOB price may be deduced from the CIF 
value and then the export duty may be calculated as percentage of such FOB price. 
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(c) The differences between the functioning of Inland Container Depot (ICD) and Container 
Freight Station (CFS) are: 

(i) An ICD is a place where containers are aggregated for onward movement to or from 
the ports whereas CFS is a place where containers are stuffed, unstuffed and 
aggregation/segregation of cargo takes place.   

(ii) ICDs are normally located outside the port towns whereas no site restrictions apply 
to CFS.   

(iii) An ICD may have a CFS attached to it and CFS is treated as an extension of a 
port/ICD/air cargo complex.   

(d) No, it is not always correct to say that interest at the rate specified under section 47 of 
the Customs Act, 1962 is chargeable only after the expiry of warehousing period 
specified in section 61(1) of the Customs Act, 1962 as interest under section 47 is 
payable even if the goods have not been put in a warehouse.  Interest under section 47 
becomes payable when the importer fails to pay the import duty assessed on the bill of 
entry under section 47(1) within 5 days from the date on which bill of entry is returned to 
him for payment of duty.   
Moreover, even in the case of warehoused goods, this statement is not absolutely 
correct.  It is correct only in case of goods intended for use in 100% EOU as in this case, 
interest is chargeable after the expiry of five years or three years which are the 
permissible warehousing periods for capital goods and other goods respectively.  
However, in case of other goods this statement is not correct as interest is chargeable 
after the expiry of ninety days, though the permissible warehousing period for such goods 
is one year.  

(e) As per rule 2(c) of the Customs, Central Excise Duties and Service Tax Drawback Rules, 
1995, ‘export with its grammatical variations and cognate expressions, means- 
(i) taking out of India to a place outside India, or  
(ii) taking out from a place in Domestic Tariff Area (DTA) to a special economic zone 

(SEZ), and includes  
(iii) loading of provisions or store or equipment for use on board a vessel or aircraft 

proceeding to a foreign port.  
Export is defined as taking out of India to a place out of India and India includes Indian 
Territorial Waters.  Hence, export is complete when goods leave territorial waters of 
India.  Drawback is available once ‘export’ is complete i.e., the goods cross the territorial 
waters even if they do not reach the destination or they are destroyed.  However, if 
goods are destroyed in territorial waters of India, drawback will not be available as the 
export is not complete [UOI v. Rajindra Dyeing and Printing Mills (2005) 180 ELT 
433(SC)]. 

Question 5 
(a) Compute the assessable value for purpose of determination of customs duty from the 

Copyright -The Institute of Chartered Accountants of India



FINAL (OLD) EXAMINATION : MAY, 2010 

56 

following data: 
 US $ 
Machinery imported from USA by air (FOB price) 4,000 
Accessories compulsorily alongwith the machinery  1,000 
Air freight  1,200 
Insurance charges Actuals not available  
Local agent’s commission to be paid in Indian currency  Rs. 9,300 
Transportation from Indian airport to factory Rs. 4,000 

Exchange rate US $ 1 = Rs. 48 
Provide explanations where necessary. (5 Marks) 

(b) Tony India imported various components in different consignments separately on the basis of 
valid import licences. The Department has taken a stand that in view of the provision in Rule 
2(a) of the Interpretative Rules, the goods will attract import duty as if they were finished 
goods and the benefit of an exemption notification exempting only the components will not be 
available. Write a brief note with reference to decided case law whether the stand taken by 
the Department is correct in law.  (5 Marks) 

(c) Briefly write a note on whether an exporter who has been held guilty of exporting ‘prohibited 
goods’ is entitled to an option to pay fine in lieu of confiscation under section 125 of the 
Customs Act, 1962.  (5 Marks) 

Answer  
(a) Computation of Assessable Value of Machinery and Accessories 

 Accessories Machinery 
 US $ US $ 
FOB price  1,000.00 4,000.00 
Add : Air Freight (restricted to 20% of FOB price) [Note 
2] 

200.00 800.00 

Add : Insurance charges (1.125% of FOB price) [Note 3]      11.25      45.00 
Total CIF price excluding agent’s commission  1,211.25 4,845.00 
Exchange rate 1US $ = Rs. 48   
 Rs. Rs. 
Total in Indian currency  58,140.00 2,32,560.00 
Add : Local agent’s commission (allocated on pro-rata 
basis) [Note 4]  

 
  2,325.00 

 
     6,975.00 

CIF value  60,465.00 2,39,535.00 
Add : Landing charges @1% of CIF value (Note 5)      604.65     2,395.35 
Assessable value  61,069.65 2,41,930.35 
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Notes :  
(1) Since the price of the accessories is not included in the price of the machinery and is 

charged separately, the accessories will not be charged at the same rate as applicable 
to the machinery.  Hence, separate assessable values for the machinery and 
accessories have been computed [Proviso (a) to section 19 of the Customs Act, read 
with Accessories (Condition) Rules, 1963]  

(2) If the goods are imported by air, the freight cannot exceed 20% of FOB price [Second 
proviso to rule 10(2) of the Customs (Determination of Value of Imported Goods) Rules, 
2007]. 

(3) Insurance charges are taken as 1.125% of FOB price if actual charges are not known 
[Clause (iii) of first proviso to rule 10(2) of the Customs (Determination of Value of 
Imported Goods) Rules, 2007]. 

(4) The commission paid to local agent is includible as it is not a buying commission [Rule 
10(1)(a)(i)]. 

(5) Even if there is no information regarding landing charges, still they are charged @ 1% of 
CIF value [Clause (ii) of first proviso to rule 10(2) of the Customs (Determination of 
Value of Imported Goods) Rules, 2007]. 

(6) Transportation charges from Indian airport to factory of importer are not includible in the 
assessable value. 

(b) No, the stand taken by the Department is not correct in law.  Rule 2(a) of the Interpretative 
Rules applies when all the components are imported at the same time and when a simple 
process is required for assembly.  This view was also confirmed by the Supreme Court in CC 
v. Sony India (2008) 231 ELT 385 (SC), wherein it has been held that rule 2(a) applies only if 
all the components are presented at the same time for custom clearance.   
In the given case, since the various components are imported in different consignments 
separately at different points of time, rule 2(a) will not apply.  Therefore, import of 
components will be treated as import of components and not of finished goods for the 
purpose of benefit of exemption notification.   

(c) As per section 125 of the Customs Act, 1962, whenever confiscation is ordered, the 
adjudicating officer may provide an option to the owner of the goods to pay redemption fine in 
lieu of confiscation if the importation or exportation of goods is prohibited.  However, if 
importation or exportation of goods is not prohibited, the option to pay redemption fine shall 
be given to the owner of goods.   
Therefore, an exporter guilty of exporting prohibited goods is not entitled as such to an option 
to pay fine in lieu of confiscation under section 125 of the Customs Act, 1962.  It is at the 
discretion of the adjudicating officer to give or not to give such an option to the exporter guilty 
of exporting prohibited goods.  However, the owner of the goods importing or exporting non-
prohibited goods shall be entitled to such an option. 
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PART – C 

Question 6 
(a) Examine briefly whether any service tax liability would arise in the following cases: 

(i) Services provided by one scheduled bank to another scheduled bank in relation to inter-
bank transactions of purchase and sale of foreign currency. 

(ii) Services provided to or from installations, structures and vessels in the entire continental 
shelf and exclusive economic zone of India. 

(iii) Services provided to any person by Government Railways in relation to transport of 
goods by rail.  (2 x 3 = 6 Marks) 

(b) Write a brief note whether the Commissioner of Central Excise is empowered to revise or 
review the orders pertaining to service tax passed by an adjudicating authority subordinate to 
him. (2 Marks) 

(c) (i) State briefly the position under rule 5 of the Taxation of Services Provided from Outside 
India and Received in India) Rules, 2006 the circumstance when such service could be 
treated as input service. 

(ii) Briefly indicate the provisions under the Finance Act, 1994 relating to interest under 
section 75.  (2 x 2 = 4 Marks) 

(d) Briefly explain with a note the time period for filing a claim for refund of service tax by an 
exporter of goods and sanction of refund claim by the Department.  (3 Marks) 

Answer  
(a) (i) No.  Services provided by one scheduled bank to another scheduled bank in relation to 

inter-bank transactions of purchase and sale of foreign currency have been exempted 
from whole of the service tax payable thereon vide Notification No. 19/2009 ST 
dated 07.07.2009. 

 (ii) Yes.  Services provided to or from installations, structures and vessels in the entire 
continental shelf and exclusive economic zone of India have been brought within the 
ambit of the provisions relating to service tax vide Notification No. 21/2009 ST dated 
07.07.2009. 

(iii) No.  Notification No. 33/2009 ST dated 01.09.2009 has exempted the service 
provided or to be provided by Government Railways in relation to transport of goods 
by rail, whether in container or otherwise. 

(b) Section 84 of the Finance Act, 1994 has been amended by Finance (No.2) Act, 2009 so 
as to abolish the power of revision of the Commissioner of Central Excise prescribed 
therein. However, the Commissioner of Central Excise may review the order passed by 
the adjudicating authority subordinate to him and direct such authority or any other 
central excise officer subordinate to him to file an appeal before the Commissioner of 
Central Excise (Appeals).  Therefore, though the commissioner of Central Excise can 
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now review the orders passed by an adjusdicating authority subordinate to him, he can 
not revise such orders. 

(c) (i) As per Rule 5 of the Taxation of Service (Provided from Outside India and Received 
in India) Rules, 2006, the taxable services provided from outside India and received 
in India shall be treated as input service i.e., the credit of service tax paid on such 
service can be availed, if such service is used as an input service for providing any 
taxable output service or used in relation to the manufacture of final products.   

  It may be noted that the taxable services provided from outside India and received 
in India shall not be treated as output services for the purpose of availing credit of 
duty of excise paid on any input or service tax paid on any input service under 
CENVAT Credit Rules, 2004 i.e., CENVAT credit cannot be utilized for paying 
service tax leviable on such services.  The service tax leviable on such services will 
have to be paid in cash.  

  Note: For better clarity, the question to the above answer may be read as under: 
  State, with reference to rule 5 of the Taxation of Services (Provided from Outside India 

and Received in India) Rules, 2006, the circumstance when such service could be 
treated as input service. 

(ii) Section 75 of the Finance Act, 1994 provides for interest on delayed payment of 
service tax.  Failure to pay service tax, including a part thereof, in time attracts 
simple interest at a rate not below 10% per annum but not exceeding 36% per 
annum as may be notified by the Central Government.  
Currently, the interest rate of 13% has been notified vide Notification No. 26/2004 
S.T. 10.09.2004. 

(d) The time period for filing a refund claim is one year from the date of export of goods.  
The exporter can file a refund claim anytime after export of goods.  Sanction of refund 
claims shall be made by the Department officials within one month from the receipt of the 
claim without any pre audit. 
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