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| | service provided. |
ANNEXURE
(Three digit Code Taxable Service / Others
001 Stock broker [Section {105)(a)}
002 Telecommunication Service [Section (105){zzzx))
003 General insurance [Section (105)(d)]
004 Advertising agency [Section (105)(e)]
005 Courier agency [Section (1 05X
006 Consulting engineer [Section (105)(a)]
007 Custom house agent [Section (105)(h)]
008 Steamer agent [Section (105)(i)]
009 Clearing and forwarding agent [Section (105)())]
010 Manpower recruitment agent [Section (105)(K}]
011 Air travel agent [Section (105)(1]
012 Mandap keeper [Section (105)(m)]
013 Tour operator [Section (105)(n)]
014 Rent-a-cab scheme operator [Section {105)(0)]
015 Architect [Section (105)(p)]
016 Interior decorator [Section (105)(q}]
017 Management or Business consultant [Section (108)(r)]
018 Chartered accountant [Section (105)(s)]
019 Cost accountant [Section (105)(t)]
020 Company secretary [Section {105)(u}]
021 Real estate agent [Section {(105)(v)]
022 Security agency [Section (105) w1l
023 Credit rating agency [Section (105)x})]
024 Market research agency [Section {105){y)]
025 Underwriter [Section (105)(z)}
026 Scientific or technical consultancy [Section (105)(za)]
027 Photography [Section (105)(zb)]
028 Convention [Section (105)(z¢)] ,
029 On-line information and database access or retrieval [Section (105)(zh}]
030 Video tape production [Section {(105)(zi)]
031 Sound recording [Section (105)(z))]
032 Broadcasting agency or organization [Section (105)(zk}]
Insurance auxiliary services concerning general insurance business [Section
033
{105)(zh)]
034 Banking and other financial services [Section (105)(zm)]
035 Port [Section (105)(zn}}
036 Authorized service station [Section {105)(z0)]
037 Beauty treatment [Section (1 05 (za)l
038 Cargo handling [Section {105)(zr)]
039 Cable operator [Section (1 05)(zs)]
040 Dry cleaning [Section {1 05)(zt)]
041 Event management [Section (105)(zu)i
042 Fashion designing [Section (105)(zv)]
043 Health club and fitness [Section (105)(zw)]
044 Life insurance in relation to risk cover [Section (105}zx)]
045 Insurance auxiliary services concerning life insurance business [Section {105)
(zy)]
046

Rail travel agent [Section (105)(z2)]

o 1o ANV
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051 Franchise [Section (105)(zze)]

052 Internet café [Section (105)(zzf)]

053 Management, maintenance or repair [Section {105)(zzg))

054 Technical testing and analysis [Section {105)(zzh)]

055 Technical inspection and certification [Section {105){(zzi)]

056 Foreign exchange broker [Section (105)zzk}]

057 Other port [Section (105)(zzl)}

058 Airport [Section (105)(zzm)]

059 Transport of goods by aircraft [Section {105)(zzn)]

060 Business exhibition [Section (105)(zz0)]

061 Transport of goods by road [Section (105)zzp)]

062 Commercial or industrial construction [Section (105)(zzq)]

063 Intellectual property [Section {105)(zzn)i

064 Opinion poll [Section (105)(zzs)]

065 Outdoor caterer [Section (105)(z21)]

066 Programme producer [Section {105)(zzu)]

067 Survey and exploration of mineral [Section (105)(zzv)]

068 Pandal or shamiana [Section (105)(zzw)]

069 Travel agent [Section (105)(zzx)]

070 Forward contract [Section (105)(zzy)]

071 Transport of goods other than water through pipeline or other conduit [Section
(105)(zzz)}

072 Site formation_and clearance, excavation and earthmoving and demolition and
such other activities [Section (105)(zzzajl

073 Dredging [Section (105){zzzb)]

074 Survey and map-making [Section (105)(zzzc)]

075 Cleaning activity [Section (105)(zzzd})]

076 Ciub or association [Section (105)(zzze)]

077 Packaging activity [Section (1085)(zzzf)]

078 Mailing list compilation and mailing [Section {105)(zzzg)]

079 Construction of complex [Section (105)(zzzh)]

030 Registrar to an issue [Section (105)(zzz1)]

081 Share transfer agent [Section (105)(zzzj)]

082 Automated teller machine operations, maintenance or management [Section
(105)(zzzk)] ’

083 Recovery agent [Section (105)(zzzI)]

084 Sale of space or time for advertisement [Section (105)(zzzm)]

085 Sponsorship [Section (1056)(zzzn)]

086 Transport of passenger embarking in India for international journey by air
[Section (105)(zzz0)]

087 Transport of goods in containers by rail [Section (105)(zzzp)]

088 Support services of business or commerce [Section (105)(zzzq)]

089 Auctioneers [Section (105)(zzzr)]

090 Public relations [Section (105)(zzzs)]

091 Ship management [Section (105)(zzzt)]

092 Internet telephony [Section {105)(zzzu}]

093 Transport by cruise ship [Section (105)(zzzv)]

094 Credit card, debit card, charge card or other payment card [Section (105)(zzzw)]

095 Mining [Section (105)(zzzy))

0696 Renting of immovable property [Section (105)(zzzz )}

057 Services involved in the execution of works contract {Section (105){zzzza)]

098 Development and supply of content [Section (105)(zzzzb)}

099 Asset management service by individuals [Section (105)(zzzzc)]
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999 | Miscellaneous

(G.G. Pai)
Under Secretary (Tax Research Unit}
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[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART I, SECTION 3, SUB-SECTION (i)

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(Department of Revenue)
New Delhi, the 227¢ May, 2007
1 Jyaistha, 1929 (Saka)
Notification No. 29/2007-Service Tax

G.S.R. (E)— In exercise of the powers conferred by clause (aa) of sub-section (2) of section 94 of the Finance
Act, 1994 (32 of 1994), the Centrai Government hereby makes the following rules further to amend the Service
Tax {Determination of Value) Rules, 2006, namely:-

1. (1) These rules may be called the Service Tax (Determination of Value) (Amendment) Rules, 2007.
(2) They shall come into force with effect from the 1%t day of June, 2007.
2. In the Service Tax (Determination of Value) Rules, 2006, after rule 2, the foliowing rule shall be inserted,
namely:-
“2A. Determination of vaiue of services invalved in the execution of a works contract:
(1) Subject to the provisions of section 67, the vaiue of taxable service in relation to services

involved in the execution of a works contract (hereinafter referred to as works contract service), referred

to in sub-clause (zzzza) of clause (105) of section 65 of the Act, shall be determined by the service
provider in the following manner:-

{i) Value of works contract service determined shall be equivalent to the gross amount charged for

the works contract less the value of transfer of property in goods involved in the execution of the said
works contract.

Explanation.- For the purposes of this rﬁle,-

(a) grbss amount charged for the works contract shali not include Value Added Tax (VAT) or

sales tax, as the case may be, paid, if any, on transfer of property in goods involved in the
execution of the said works contract;

{b) value of works contract service shall include,-
(i} labour charges for execution of the works;
{iiy amount paid to a sub-contractor for labour and services;
(iii} charges for planning, designing and architect’s fees;
(iv} charges for obtaining on hire or otherwise, machinery and tools used for the
execution of the works contract;
(v) cost of consumables such as water, electricity, fuel, used in the execution of the works
contract;
{vi) cost of establishment of the contractor relatable o supply of labour and services;
(vii) other similar expenses relatable to supply of labour and services; and
(viit) profit earned by the setvice provider relatable to supply of labour and services;

(i) Where Value Added Tax or sales {ax, as the case may be, has been paid on the actual value b
transfer of property in goods invoived in the execution of the works contract, then such vaiue adopted fo
the purposes of payment of Value Added Tax or sales tax, as the case may be, shall be taken as the

value of transfer of property in goods involved in the execution of the said works contract for determining
the value of works contract service under clause (i).

[F. No. B1/7/2007-TRU

(G.G. Pai
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Under Secretary to the Government of India

Note: The principal ruies were published in the Gazette of India, Extraordinary vide notification No. 12/2006-
Service Tax, dated the 19" April, 2008, vide number G.S.R. 228 (E), dated the 19" April, 2008, and were last

amended vide notification No. 24/2006-Service Tax, dated the 271 June, 20086, vide number G.S.R. 383(E), dated
the 27" June, 2006.
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F. No. B1/16/2007-TRU
Government of India
Minisiry of Finance
Department of Revenue
Tax Research Unit

ek kdek

New Delhi, the 22" May, 2007
To,

Director General (All)

Chief Commissioner of Central Excise (All)

Chief Commissioner of Central Excise & Customs (Alf)
Commissioners of Service Tax (All)

Commissioners of Central Excise & Customs (All)

Madam / Sir,
Subject: Post Budget 2007-08 notificafions to give effect to the provisions of the Finance Act, 2007 - regarding.

The Finance Bill, 2007 received the assent of the President of India on the 11t May, 2007 and the
corresponding Act is published in the Gazette of india dated 12" May, 2007 as Act No.22 of 2007.

2. Certain provisions relating fo the levy of service tax in the Finance Act, 2007 shall come into force from a

date to be notified. For this purpose, notifications N0.23/2007 to 32/2007-Service Tax, all dated 22nd May, 2007
have been issued.

3. Seven services which are specifically mentioned in the category of taxable services and amendments

made relating to existing taxable services shall come into effect from the 15t June, 2007. In other words, changes
made in the Budget 2007-08 relating to scope and coverage of taxable services will be effective from 01.06.07
[Notification No.23/2007-Service Tax dated 22.05.07].

4, Section 65 defines taxable services and various terms used in relation to taxable services. Section 66 is
the charging section and provides for levy of service tax on taxable services. These two sections have been

amended in the Finance Act, 2007 and these amendments shall come into effect from 01.06.07 [Notification
No.23/2007-Service Tax dated 22.05.07].

6. Seven services which are specifically mentioned in the category of taxable services are:
(i) Service provided by a telegraph authority in relation to telecommunication service [sub-clause
(zzzx) of section 65(105)];
(i) Service provided in relation to mining of mineral, oil or gas {sub-clause (zzzy) of section 65(105)};
(iii) Service provided in relation to renting of immovable property for use in the course or furtherance

of business or commerce [sub-clause (zzzz) of section 65(105)};
Service provided in relation to the execution of a works contract [sub-clause (zzzza) of section 65

(108)];

v) Service provided in relation to development and supply of content for use in telecom services,
advertising agency services and on-line information and database access or retrieval services [sub-
clause (zzzzb) of section 65(105)];

{vi) Service provided by any person, except a banking company or a financial institution including a
non-banking financial company or any other body corporate or commercial concern, in relation to

asset management including portfolio management and all forms of fund management [sub-clause
{zzzzc) of section 65(105)]; and

(iv)

(vii) Service provided in relation to design services [sub-clause (zzzzd) of section 65(105)).
6. Following amendments have been made relating to existing taxable services:
(i) Exclusion of business directories, yellow pages and trade catalogues which are primarily

meant for commercial purposes from the scope of the definition of “Book” under sale of space or
time for advertisement service [section 65(105)(zzzm];
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(i) Inclusion of motor vehicles capable of carrying more than twelve passengers for hire or reward,
other than such motor vehicie and maxicab rented to an educational body, imparting skiil or
knowledge or lessons on any subject or field, other than a commercial training or coaching centre,
within the definition of “cab” under rent-a-cab service [Section 65(20));

(i) Insertion of explanation under mandap keeper service [section 65(66) and 65(67)] and pandal
or shamiana contractor service [section 85(77a)] stating that social function appearing in these two
taxable services includes marriage functions also;

{iv) Inclusion of marriage event within the scope of event management service [section 65(40)};

V) Insertion of explanation under manpower recruifment or supply service [section 65(105)(k}] to
clarify that manpower recruitment or supply agency service includes services in relation to pre-
recruitment screening, verifying the credentials of the candidate, authenticity of documents
submitted by the candidates and verification of antecedents;

(vi) Banking and other financial services:

a.  Substitution of the words "any other person” with “commercial concern” in the definition of
taxable service of banking and other financial services [section 65(105){(zm)] and alsc in the
definition of banking and other financial services [section 85(12)},

b. Inclusion of cash management services within the scope by deleting the specific exclusion
[section 65(12)], and

c. Insertion of explanation {o explain the term “financial leasing” [section 65(12)];

{vii) Renaming of management consultant’s service as management or business consultant’s service
{section 65(105)(r}], and inclusion of business consultancy in the definition itself [section 65(65)];

(viii) inclusion of exclusion of computer hardware engineering consultancy under consulting engineer
service by deleting the specific exciusion [section 65(105)(9)];

{ix) Clarification that “goods” for the purposes of this service includes computer software under

management, mainfenance or repair service [section 65(64)].

Amendment to Rules:

7. in view of the merger of various telecommunication related taxable services into “telecommunication
service”, notification no. 36/2004-Service Tax dated 31.12.04 and Rule 2(1)(d)(i) of the Service Tax Rules, 1994
have been amended so as to substitute the reference to various telecommunication related taxable services,
namely telephone connection, pager, leased circuit, communication through telegraph, communication through
telex and facsimile communication, with the merged “telecommunication service” [Notification No.27/2007-Service
Tax dated 22.05.07 & Notification No.28/2007-Service Tax dated 22.05.07]. Amendment is consequential.

7.1 Export of Services Rules, 2005 and the Taxation of Services (Provided from Qutside India and Received
in India) Rules, 2006 have been amended so as to categorise the newly specified taxable services under Rule 3

[Notification No.30/2007-Service Tax dated 22.05.07& Notification No.31/2007-Service Tax dated 22.05.07].
Taxable services have been categorised as under:

Sr. No. | Name of Taxable Service | Sub- Export of Services Rules, | Taxation of Services
clause of | 2005 {Provided from QOutside
section India and Received in
65(105) India) Rules, 2006

1. Telecommunication zzzX Category 3 [Rule 3(1)iii}] | Category 3 [Rule 3(iii)]

service

2. Mining of mineral, oil or zzzy Category 1 [Rule 3(1)(i)] | Category 1 [Rule 3(i)]

gas

3. Renting of immovable zzzz Category 1 [Rule 3(1)(i)] | Category 1 [Rule 3(i)}

property

4. Works contract service ZZZZa Category 1 [Rule 3(1)(i)] } Category 1 [Rule 3(i)]

5. Development and supply | zzzzb Category 3 [Rule 3(1)(iii)] | Category 3 [Rule 3(iii)]

of content

6. Asset management ZZ2ZC Category 3 [Rule 3(1)iii)} | Category 3 [Rule 3{jii}]

7. Design services zzzzd Category 3 [Rule 3(1)(iii)] | Category 3 [Rule 3(jii)]

Exemption from service tax:
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8.* Notification No.24/2007-Service Tax, dated 22.05.07 exempts taxable service provided by any person in
relation to renting of immovable properly from service {ax equivalent to service tax payable on the amount of
property tax, actually paid by the service provider to the local authority. In other words, service tax is payable on
the rental amount received less the actual amount of property tax paid.

8.1 However, any amount such as interest, penalty paid o the local authority by the service provider on
account of delayed payment of property fax or any other reasons can not be treated as property tax for the

purpose of this exemption and hence, deduction of such amount from the gross amount charged shall not be
allowed.

8.2 If property tax is paid for a period which is different from the rental period, property tax proportionate to the
rental period shall be calculated and the amount so calculated shall be excluded from the rental amount received
for the purpose of levy of service tax.

8.3 There may be a situation where property fax is paid after the payment of service tax on the rental. As a
result, deduction of property tax paid from rental could not be availed of at the time of payment of service tax. In

such cases, Rule 4C of the Service Tax Rules, 1994 provides self-adjusiment of excess service tax paid without
any limit [Notification No.24/2007-Service Tax, dated 22.05.07].

8.4 Construction of ports is specifically exempted from levy of service tax under commercial or industrial
construction service [section 65(25b)] vide notification No.16/2005-Service Tax, dated 07.06.05. Construction of
ports under the newly infroduced commerciai or industrial construction service provided in relation to the
execution of works contract under section 65(105)(zzzza) has also been exempted. Accordingly, notification
No.16/2005-Service Tax, dated 07.06.05 has been rescinded and a combined notification No.25/2007-Service
Tax dated 22.05.07 has been issued exempting commercial or industrial construction service, and services
provided in relation to the execution of works contract, provided to any person by any other person in relation to
construction of a port or other port. However, setvices such as completion and finishing, repair, alteration,

renovation, restoration, maintenance or repair provided in relation to existing port or other port shall be outside the
scope of this exemption and hence, leviable to service tax.

Optional Composition Scheme for Works Contract:

9. Services provided in relation to the execution of a works contract [section 65(105) (zzzza)] is a taxable _
service. Works contract for the purposes of levy of service tax has been defined to mean a contract wherein:
(i) transfer of property in goods involved in the execution of such contract is leviable to tax as sale
of goods, and
(i) such contract is for the purposes of carrying out, -

(8) erection, commissioning or instailation, ‘
(b} commercial or residential construction and refated completion and finishing services, and

(c) turnkey projects including engineering, procurement and construction or commissioning (EPC)
projects.

9.1 Works contract is a composite contract for supply of goods and services. A composite works contract is
vivisected and,-

{i) VAT / sales tax is leviable on transfer of property in goods involved in the execution of works
contract [Art. 366(29A)(b) of the Constitution of India), and
(i) service tax will be leviable on services provided in relation to the execution of works contract.
9.2

Service tax is chargeable on the gross amount charged by the service provider for the taxable services
provided (section 67). In the case of works contract, the taxable value of services is to be determined by
vivisecting the composite works contract. Rule 2A of Service Tax (Determination of Value) Rules, 2006
[Notification No.29/2007-Service Tax dated 22.05.07), provides that vaiue of works contract service shall be
equivalent to the gross amount charged for the works contract less the value of transfer of property in goods
involved in the execution of the said works contract. Thus, wherever the service provider maintains records, the

value of services shall be the gross amount charged for the works contract less the value of transfer of property in
goods involved in the execution of the works contract.
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9.3 Wherever VAT/ sales tax on transfer of property in goods involved in the execution of works contract is
paid on actual value, the same value is also taken for the purpose of determining the value of works contract
service. In other cases, vaiue of works contract service shall be determined based on the actuals. It has also been
explained that value of works contract service shall include:

(i) labour charges for execution of the works;

{ii) amount paid to a sub-contractor for labour and services;

iii) charges for planning, designing and architect's fees;

(iv) charges for obtaining on hire or otherwise, machinery and tools used for the execution of the
works confract;

{v) cost of consumables such as water, electricity, fuel, used in the execution of the works
contract, the property in which is not transferred in the course of execution of a works contract;

(vi) cost of establishment of the contractor relatable to supply of labour and services:

(vii) other similar expenses relatable to supply of labour and services; and

(viii) profit earned by the service provider relatable to supply of labour and services;

9.4 If the gross amount charged for the works contract is inclusive of VAT or sales tax, the value for the
purposes of service tax shall be computed as follows:
[Gross amount charged — (Value of transfer of property in goods involved in the execution of works contract and

VAT or sales tax paid, if any, on the said transfer of property in goods involved in the execution of the said works
contract)]. -

9.5 As a trade facilitation measure and also for ease of administrative convenience, the service provider has
been given an option to adopt the composition scheme for payment of service tax on works contract service. The
Works Contract (Composition Scheme for Payment of Service Tax) Rules, 2007 has accordingly been notified
vide notification No.32/2007-Service Tax dated 22.05.07.

9.6 The scheme provides that the service provider shall have an aption to pay an amount equivalent to two
per cent. of the gross amount charged for the works contract instead of paying service tax at the rate specified in
section 66. Gross amount charged for the works contract shall not include VAT or sales tax paid on transfer of
property in goods involved in the execution of the said works contract. The provider of taxable service opting to
pay service tax under the said composition scheme is not entitied to take CENVAT credit of duty on inputs, used
in or in relation to the said works contract, under the provisions of CENVAT Credit Rules, 2004.

9.7 The provider of taxable service who opts to pay service tax under these rules shall exercise such option in
respect of a works contract prior to payment of service tax in respect of the said works contract and the option so

exercised shall be applicable for the entire works contract and cannot be withdrawn until the completion of the
said works contract. :

9.8 Presently, erection, commissioning or installation service {section 65(105)(zzd)], commercial or

industrial construction service [section 65(105)(zzq)] and construction of complex service [section 65(105)(zzzh)]
are separate faxable services.

9.9 Various trade and industry associations have raised apprehension in respect of classification of a contract

either under the newly introduced works contract service or under erection, commissiohing or installation and
commercial or residential construction services.

9.10 Contracts which are treated as works contract for the purpose of tevy of VAT / sales tax shall also be

treated as works contract for the purpose of levy of service tax. This is clear from the definition under section 65
{105)(zzzza).

10. Changes explained above are not exhaustive and are only for the purpose of providing guidance.
Explanations are not to be treated as part of the statutory provisions and do not over ride them. The statutory

provisions and the relevant notifications have to be read carefully for interpreting the law. Any problems of
implementation may kindly be brought to our notice.
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* With regards,
Yours sincerely,

{R. Sekar)
Joint Secretary (TRU)
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p:q;z;, L“,
_ F. No. B1/16/2007-TRU
" N Government of India
Ministry of Finance
Department of Revenue
Tax Research Unit
New Delhi, the 2279 May, 2007

To,

Director General (Alf)

Chief Commissioner of Central Excise (All)

Chief Commissioner of Central Excise & Customs (All)
Commissioners of Service Tax (All)

Commissioners of Central Excise & Customs {All)

Madam / Sir,
Subject: Post Budget 2007-08 notifications to give effect to the provisions of the Finance Act, 2007 - regarding.

The Finance Bill, 2007 received the assent of the President of India on the 111 May, 2007 and the
corresponding Act is published in the Gazette of India dated 12th May, 2007 as Act No.22 of 2007.

2. Certain provisions relating to the levy of service tax in the Finance Act, 2007 shall come into force from a

date to be notified. For this purpose, notifications No.23/2007 to 32/2007-Service Tax, all dated 22" May, 2007
have been issued. - -

3. Seven services which are specifically mentioned in the category of taxable services and amendments

made relating to existing taxable services shall come into effect from the 18! June, 2007. In other words, changes
made in the Budget 2007-08 relating to scope and coverage of taxable services will be effective from 01.06.07
[Notification No.23/2007-Service Tax dated 22.05.07].

4. Section 65 defines taxable services and various terms used in relation to taxable services. Section 66 is
the charging section and provides for levy of service tax on taxable services. These two sections have been

amended in the Finance Act, 2007 and these amendments shall come into effect from 01.06.07 [Notification
No.23/2007-Service Tax dated 22.05.07]. '

5. Seven services which are specifically mentioned in the category of taxable services are:

(i) Service provided by a telegraph authority in relation to telecommunication service [sub-clause
{zzzx) of section 65(105)];

(ie) Service provided in relation to mining of mineral, oil or gas [sub-clause (zzzy) of section 65(105)],

(i) Service provided in relation fo renting of immovable property for use in the course or furtherance
of business or commerce [sub-clause (zzzz) of section 65(105)};

(iv) Service provided in relation to the execution of a works contract [sub-clause (zzzza) of section 65
(108)];

B\ Service provided in relation to development and suppiy of content for use in telecom services,

advertising agency services and on-line information and database access or retrieval services [sub-
clause (zzzzb) of section 65(105)]; '

{vi) Service provided by any person, except a banking company or a financial institution including a
non-banking financial company or any other body corporate or commercial concern, in relation to

asset management inciuding portfolic management and all forms of fund management [sub-clause
(zzzzc) of section 65(105)]; and

{vii) Service provided in relation to design services [sub-clause (zzzzd) of section 65(105)].
6. Following amendments have been made relating 1o existing taxable services:
(i) Exclusion of business directories, yellow pages and trade catalogues which are primarily

meant for commercial purposes from the scope of the definition of “Book” under sale of space or
time for advertisement service [section 65(105)(zzzm];
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i

(i) Inclusion of motor vehicles capable of carrying more than twelve passengers for hire or reward,
’ other than such motor vehicle and maxicab rented to an educational body, imparting skill or
knowledge or lessons on any subject or field, other than a commercial training or coaching centre,
within the definition of “cab” under rent-a-cab service [Section 65(20)];

(iii) Insertion of explanation under mandap keeper service [section 65(66) and 65(67)] and pandal
or shamiana contractor service [section 65(77a)] stating that social function appearing in these two
taxable services includes marriage functions also;

(iv) inclusion of marriage event within the scope of event management service [section 65(40)];

) Insertion of explanation under manpower recruitment or supply service [section 65(105)(k)] to
clarify that manpower recruitment or supply agency service includes services in relation to pre-
recruitment screening, verifying the credentials of the candidate, authenticity of documents
submitted by the candidates and verification of antecedents;

(vi) Banking and other financial services:

a.  Substitution of the words “any other person” with "commercial concern™ in the definition of
taxable service of banking and other financial services [section 65(105)(zm)] and also in the
definition of banking and other financial services [section 65(12)],

b.  Inclusion of cash management services within the scope by deleting the specific exclusion
[section 65(12)], and

c.  Insertion of explanation to explain the term “financial leasing” [section 65(12)];

{vii) Renaming of management consuitant’s service as management or business consulant's service
[section 65(105)(r)], and inclusion of business consultancy in the definition itself [section 65(65));

{viii) Inclusion of exclusion of computer hardware engineering consuitancy under consulting engineer
service by deleting the specific exclusion [section 65(105)(g)];

{ix) Clarification that “goods” for the purposes of this service includes computer software under

management, maintenance or repair service [section 65(64)].

Amendment to Rules:

7. In view of the merger of various telecommunication related taxable services into “telecommunication
service”, notification no. 36/2004-Service Tax dated 31.12.04 and Rule 2(1)(d)(i) of the Service Tax Rules, 1994
have been amended so as to substitute the reference to various telecommunication related taxable services,
namely telephone connection, pager, leased circuit, communication through telegraph, communication through
telex and facsimile communication, with the merged “teilecommunication service” [Notification No.27/2007-Service
Tax dated 22.05.07 & Notification No.28/2007-Service Tax dated 22.05.07). Amendment is consequential.

71 Export of Services Rules, 2005 and the Taxation of Services (Provided from Outside India and Received
in India) Rules, 2006 have been amended so as to categorise the newly specified taxable services under Rule 3

[Notification No.30/2007-Service Tax dated 22.05.07& Notification No.31/2007-Service Tax dated 22.05.07].
Taxable services have been categorised as under:

Sr. No. | Name of Taxable Service | Sub- Export of Services Rules, | Taxation of Services .
clause of | 2005 (Provided from Outside
section India and Received in
65(105) India) Rules, 2006

1. Telecommunication ZZZX Category 3 [Rule 3(1)(iii)] | Category 3 [Rule 3(iii)]

service

2. Mining of mineral, oil or zzzy Category 1 [Rule 3(1)(i)] | Category 1 [Rule 3(i)}

gas

3. .| Renting of immovable Zz2zz Category 1 [Rule 3(1)(i)] | Category 1 [Rule 3(i)]

property

4. Works contract service zZzZzza Category 1 [Rule 3(1)(1)] | Category 1 [Rule 3(i)]

5. Development and supply | zzzzb Category 3 [Rule 3(1)(iii)] | Category 3 [Rule 3(iii)]

of content

6. Asset management ZZZZC Category 3 [Rule 3(1)(iii)] | Category 3 [Rule 3(iif)]

7. Design services zzzzd Category 3 [Rute 3(1)iii)] | Category 3 [Rule 3(iii)]

Exemption from service tax: ‘
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-

8. " Notification No.24/2007-Service Tax, dated 22.05.07 exempts taxable service provided by any person in
retation to renting of immovable property from service tax equivalent to service tax payabie on the amount of

property tax, actuaily paid by the service provider to the local authority. In other words, service tax is payable on
the rental amount received less the actual amount of property tax paid.

8.1 However, any amount such as interest, penalty paid to the local authority by the service provider on
account of delayed payment of property tax or any other reasons can not be treated as property tax for the

purpose of this exemption and hence, deduction of such amount from the gross amount charged shall not be
allowed.

8.2 If property tax is paid for a period which is different from the rental period, property tax proportionate to the

rental period shall be calculated and the amount s0 calcuiated shall be excluded from the rental amount received
for the purpose of levy of service tax.

8.3  There may be a situation where property tax is paid after the payment of service tax on the rental. As a
result, deduction of property tax paid from rental could not be availed of at the time of payment of service tax. In
such cases, Rule 4C of the Service Tax Rules, 1994 provides self-adjustment of excess service tax paid without
any limit [Notification No.24/2007-Service Tax, dated 22.05.07).

84 Construction of ports is specifically exempted from levy of service tax under commercial or industrial
construction service [section 65(25b)] vide notification No.16/2005-Service Tax, dated 07.08.05. Construction of
ports under the newly introduced commercial or industrial construction service provided in relation to the
execution of works contract under section 65(105)(zzzza) has also been exempted. Accordingily, notification
No.16/2005-Service Tax, dated 07.06.05 has been rescinded and a combined notification No.25/2007-Service
Tax dated 22.05.07 has been issued exempting commercial or industrial construction service, and services
provided in relation to the execution of works contract, provided to any person by any cther person in relation to
construction of a port or other port. However, services such as completion and finishing, repair, alteration,

renovation, restoration, maintenance or repair provided in relation to existing port or other port shall be outside the
scope of this exemption and hence, leviable to service tax.

Optional Composition Scheme for Works Contract:

9. Services provided in relation to the execution of a works contract [section 65(105) (zzzza)] is a taxable
service. Works contract for the purposes of levy of service tax has been defined to mean a contract wherein:
(i} transfer of property in goods involved in the execution of such contract is leviable to tax as sale
of goods, and
(ii} such contract is for the purposes of carrying out, -

(a) erection, commissioning or installation,
(b) commercial or residential construction and related completion and finishing services, and

(c) turnkey projects including engineering, procurement and construction or commissioning {(EPC)
projects.

8.1 Works contract is a composite contract for supply of goods and services. A composite works contract is
vivisected and,-

) VAT / sales tax is leviable on transfer of property in goods involved in the execution of works
contract [Art.366(29A)(b) of the Constitution of India}, and
(ii) service tax will be leviable on services provided in relation to the execution of works contract.

9.2 Service tax is chargeable on the gross amount charged by the service provider for the taxable services
provided (section 67). In the case of works contract, the taxable value of services is to be determined by
vivisecting the composite works contract. Rule 2A of Service Tax (Determination of Value) Rules, 2006
[Notification N0.29/2007-Service Tax dated 22.05.07], provides that value of works contract service shall be
equivalent to the gross amount chiarged for the works contract less the value of transfer of property in goods
involved in the execution of the said works contract. Thus, wherever the service provider maintains records, the

value of services shall be the gross amount charged for the works contract less the value of transfer of property in
goods involved in the execution of the works contract.
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9.3 Wherever VAT/ sales tax on transfer of property in goods involved in the execution of works contract is

paid on actual value, the same value is also taken for the purpose of determining the value of works contract
-service. In other cases, value of works contract service shall be determined based on the actuals. It has also bee

explained that value of works contract service shall include: . '

(i) labour charges for execution of the works;

(i) amount paid to a sub-contractor for labour and services;

(iii) charges for planning, designing and architect’s fees;

{(iv) charges for obtaining on hire or otherwise, machinery and tools used for the execution of the
works contract;

v) cost of consumables such as water, electricity, fuel, used in the execution of the works
contract, the property in which is not transferred in the course of execution of a works contract;

{vi) cost of establishment of the contractor relatable to supply of labour and services;

{vii) other similar expenses relatable to supply of labour and services; and

{viii) profit earned by the service provider relatable to supply of labour and services;

9.4 It the gross amount charged for the works contract is inclusive of VAT or sales tax, the value for the
purposes of service tax shall be computed as follows:
[Gross amount charged - (Value of transfer of property in goods involved in the execution of works contract and

VAT or sales tax paid, if any, on the said transfer of property in goods involved in the execution of the said works
contract))]. :

9.5 As a trade facilitation measure and aiso for ease of administrative convenience, the service provider has
been given an option to adopt the composition scheme for payment of service tax on works contract service. The

Works Contract (Composition Scheme for Payment of Service Tax) Rules, 2007 has accordingly been notified
vide notification No.32/2007-Service Tax dated 22.05.07.

9.6 The scheme provides that the service provider shall have an option to pay an amount equivalent to two
per cent. of the gross amount charged for the works contract instead of paying service tax at the rate specified in
section 66. Gross amount charged for the works contract shall not include VAT or sales tax paid on transfer of
property in goods involved in the execution of the said works contract. The provider of taxable service opfing to
pay service tax under the said composition scheme is not entitled to take CENVAT credit of duty on inputs, used
in or in relation to the said works contract, under the provisions of CENVAT Credit Rules, 2004,

8.7 The provider of taxable service who opts to pay service tax under these rules shall exercise such option in
respect of a works contract prior to payment of service tax in respect of the said works contract and the option so

exercised shall be applicable for the entire works contract and cannot be withdrawn undil the completion of the
said works contract.

9.8 Presently, erection, commissioning or installation service [section 65(105)(zzd)], commercial or

industrial construction service jsection 85(105)(zzq)] and construction of complex service [section 65(105)(zzzh)]
are separate taxable services.

8.9  Various trade and industry associations have raised apprehension in respect of classification of a contract

either under the newly introduced works contract service or under erection, commissioning or installation and
commercial or residential construction services. :

9.10 Contracts which are treated as works contract for the purpose of levy of VAT / sales tax shall also be

treated as works contract for the purpose of levy of service tax. This is clear from the definition under section 65
(105)(zzzza).

10, Changes explained above are not exhaustive and are only for the purpose of providing guidance.
Explanations are not to be treated as part of the statutory provisions and do not over ride them. The statutory

provisions and the relevant notifications have to be read carefully for interpreting the law. Any problems of
implementation may kindly be brought to our notice.
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"With regards,
.  Yours sincerely,

(R. Sekar)
Joint Secretary (TRU)
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’[TO BE'PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART Ii, SECTION 3, SUB-SECTION (i)]

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(Department of Revenue)
New Delhi, the 22" May, 2007

1 Jyaistha, 1929 (Saka)
Notification No. 32/2007-Service Tax

G.S.R. (E)— In exercise of the powers conferred by sections 93 and 94 of the Finance Act, 1994 (32 of 1994),
the Central Government hereby makes the following rules, namely:-

1. Short title and commencement.— (1) These rules may be called the Works Contract (Composition Scheme for
Payment of Service Tax) Rules, 2007.

(2) They shall come into force with effect from the 13 day of June, 2007.

2. Definitions.— in these rules, unless the context otherwise requires,-
(a) “Act” means the Finance Act, 1994 (32 of 1994);
{b) "section” means the section of the Act;
{c) “works contract service” means services provided in relation to the execution of a works contract
referred to in sub-clause (zzzza) of clause (105) of section 65 of the Act;

(d) words and expressions used in these rules and not defined but defined in the Act shall have the
meanings respectively assigned fo them in the Act. '

M Notwithstanding anything contained in section 67 of the Act and rule 2A of the Service
(Determination of Value) Rules, 2006, the person liable to pay service tax in relation to works contract service
shall have the option to discharge his service tax liabilify on the works contract service provided or to be provided,
instead of paying service tax at the rate specified in section 66 of the Act, by paying an amount equivalent to two
per cent. of the gross amount charged for the works contract.

Explanation.- For the purposes of this rule, gross amount charged for the works contract shall not inciude Value

Added Tax (VAT) or sales tax, as the case may be, paid on transfer of property in goods involved in the execution
of the said works contract.

(2) The provider of taxable service shall not take CENVAT credit of dufies or cess paid on any inputs, used in
or in relation to the said works contract, under the provisions of CENVAT Credit Rules, 2004.

{3) The provider of taxable service who opts fo pay service tax under these rules shall exercise such option in
respect of a works contract prior to payment of service tax in respect of the said works contract and the option sc

exercised shall be applicable for the entire works contract and shall not be withdrawn until the completion of the
said works contract.

[F. No. B1/7/2007-TRU

(G.G. Pai
Under Secretary to the Government of Indiz
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‘[T O BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRACRDINARY, PART il, SECTION 3, SUB-SECTION (i)]

GOVERNMENT OF INDIA

MINISTRY OF FINANCE

(Department of Revenue)
New Delhi, the 227¢ May, 2007
1 Jyaistha, 1929 (Saka)

Notification No. 32/2007-Service Tax
G.5.R. {E)— In exercise of the powers conferred by sections 93 and 94 of the Finance Act, 1994 (32 of 1294),
the Central Government hereby makes the following rules, namely:-

1. Short title and commencement.— (1) These rules may be called the Works Contract (Composmon Scheme for
Payment of Service Tax) Rules, 2007.

(2) They shall come into force with effect from the 15t day of June, 2007.

2. Definitions.— In these rules, unless the context otherwise requires,-
{a) “Act’” means the Finance Act, 1994 (32 of 1994);
(b} “section” means the section of the Act;
(c) “works contract service” means services provided in relation to the execution of a works coniraci
referred to in sub-clause (zzzza) of clause (105) of section 65 of the Act:

(d) words and expressions used in these rules and not defined but defined in the Act shall have the
meanings respectively assigned to them in the Act.

M Notwithstanding anything contained in section 67 of the Act and rule 2A of the Service
(Determination of Value) Rules, 2006, the person liable to pay service tax in relation to works contract service
shall have the option to discharge his service tax fiability on the works contract service provided or to be provided,
instead of paying service tax at the rate specified in section 66 of the Act, by paying an amount equivatent to twc
per cent. of the gross amount charged for the works contract.

Explanation.- For the purposes of this rule, gross amount charged for the wotks contract shall not include Value

Added Tax (VAT) or sales tax, as the case may be, paid on transfer of property in goods involved in the executior
of the said works contract.

2 The provider of taxable service shall not take CENVAT credit of duties or cess paid on any inputs, used ir
or in relation to the said works contract, under the provisions of CENVAT Credit Rules, 2004.

(3) The provider of taxable service who opts to pay service tax under these rules shall exercise such option ir
respect of a works contract prior to payment of service tax in respect of the said works contract and the option st

exercised shall be applicable for the entire works contract and shall not be withdrawn until the completion of the
said works contract.

[F. No. B1/7/2007-TRU

(G.G. Pai
Under Secretary to the Government of Indi:
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'TO BE PUBLISHED N THE GAZETTE OF INDIA, EXTRAORDINARY, PART i, SECTION 3, SUB-SECTION (i)}

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(Department of Revenue)
New Dethi, the 227¢ May, 2007
1 Jyaistha, 1929 (Saka)
Notification No. 29/2007-Service Tax

G.S.R. (E)— In exercise of the powers conferred by clause (aa) of sub-section (2) of section 94 of the Finance
Act, 1994 (32 of 1994), the Centrat Government hereby makes the following rules further to amend the Service
Tax (Determination of Value) Rules, 2006, namely:-

1. (1) These rules may be called the Service Tax (Determination of Value) {Amendment) Rules, 2007.
{2) They shall come into force with effect from the 15t day of June, 2007.
2. In the Service Tax (Determination of Value) Rules, 2006, after rule 2, the following rule shall be inserted,
namely:- ) '
“2A. Determination of value of services involved in the execution of a works contract:
)] Subject to the provisions of section 67, the value of taxable service i refation to services

involved in the execution of a works contract (hereinafter referred to as works contract service), referred

to in sub-clause (zzzza) of clause (105) of section 65 of the Act, shall be determined by the service
provider in the following manner:-

(i) Value of works contract service determined shall be equivaient to the gross amount charged for

the works contract less the value of transfer of property in goods involved in the execution of the said
works contract.

Explanation.- For the purposes of this rute,-

(a) gross amount charged for the works contract shall not include Value Added Tax (VAT) or
sales tax, as the case may be, paid, if any, on transfer of property in goods invoived in' the
execution of the said works contract;

(b) value of works contract service shall include,-
(7) tabour charges for execution of the works;
(i) amount paid to a sub-contractor for labour and services;
{iiiy charges for planning, designing and architect's fees;
(iv) charges for obtaining on hire or otherwise, machinery and tools used for the
execution of the works contract;
{v) cost of consumables such as water, electricity, fuel, used in the execution of the works
contract;
(vi} cost of establishment of the contractor relatable to supply of labour and services;
{vii) other similar expenses relatable to supply of labour and services; and
{viity profit eamed by the service provider relatabte to supply of labour and services;

(i) Where Value Added Tax or sales tax, as the case may be, has been paid on the actual value of
transfer of property in goods involved in the execution of the works contract, then such value adopted for
the purposes of payment of Value Added Tax or sales tax, as the case may be, shall be taken as the

value of transfer of property in goods involved in the execution of the said works contract for determining
the value of works contract service under clause (f).

[F. No. B1/7/2007-TRU

(G.G. Pai
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Under Secretary to the Government of indiar

Jote: The principal rules were published in the Gazette of India, Extraordinary vide notification No. 12/2006-

Service Tax, dated the 18™ April, 2006, vide number G.S.R. 228 (E), dated the 19® Aprit, 2006, and were last
amended vide notification No. 24/2006-Service Tax, dated the 27 June, 2008, vide number G.S.R. 383(E), dated
the 27 june, 2006.
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TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART if, SECTION 3, SUB-SECTION (i)}

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
{Department of Revenue)
New Delhi, the 227¢ May, 2007
1 Jyaistha, 1929 (Saka)
Notification No. 29/2007-Service Tax

G.S.R. (E)— In exercise of the powers conferred by clause (aa) of sub-section (2) of section 94 of the Finance
Act, 1994 (32 of 1994), the Centrat Government hereby makes the following rules further to amend the Service
Tax (Determination of Value) Rules, 2006, namely:-

1. (1) These rules may be called the Service Tax (Determination of Value) (Amendment) Rules, 2007.
{2) They shali come into force with effect from the 1%t day of June, 2007.
2. In the Service Tax (Determination of Value) Rules, 20086, after rule 2, the following ruie shall be inserted,
namely:-
“2A. Determination of value of services involved in the execution of a works contract:
(1) Subject to the provisions of section 67, the vaiue of taxable service in relation to services

involved in the execution of a works contract (hereinafter referred to as works contract service), referred

to in sub-clause (zzzza) of clause (105) of section 65 of the Act, shall be determined by the service
provider in the following manner:-

{i) Value of works contract service determined shall be equivalent to the gross amount charged for

the works contract less the value of transfer of property in goods involved in the execution of the said
works contract.

Explanation.- For the purposes of this rule,-

(a) gross amount charged for the works contract shall not include Value Added Tax (VAT) or

sales tax, as the case may be, paid, if any, on transfer of property in goods invoived in the
execution of the said works contract;

(b) value of works contract service shall inciude,-
(i) labour charges for execution of the works;
(i) amount paid to a sub-contractor for labour and services;
{iiiy charges for planning, designing and architect’s fees;
(iv) charges for obtaining on hire or otherwise, machinery and tools used for the
execution of the works contract;
(v) cost of consumables such as water, electricity, fuel, used in the execution of the works
contract;
(vi) cost of establishment of the contractor relatable to supply of labour and services;
(vii) other similar expenses relatable to supply of labour and services; and
{viiiy profit eamed by the service provider relatable to supply of labour and services;

(i) Where Value Added Tax or sales tax, as the case may be, has been paid on the actual value o
transfer of property in goods involved in the execution of the works contract, then such vaiue adopted for
the purposes of payment of Value Added Tax or sales tax, as the case may be, shall be taken as the

vaiue of transfer of property in goods involved in the execution of the said works contract for determining
the vaiue of works contract service under clause (i).

[F. No. B1/7/2007-TRU

(G.G. Pai
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| Under Secretary to the Government of india

Note: The principal rules were published in the Gazette of India, Extraordinary vide notification No. 12/2006-
Service Tax, dated the 19% April, 2006, vide number G.S.R. 228 (E), dated the 19% April, 2008, and were last
amended vide notification No. 24/2006-Service Tax, dated the 27t June, 2008, vide number G.S.R. 383(E), dated
the 27 June, 2006. '
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Tb BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART I, SECTION 3, SUB-SECTION (i)]

GOVERNMENT OF INDIA
LO-TeIN-80 MINISTRY OF FINANGE- 1 doysszomo8isuks/810'a12203. .
{(Department of Revenue) 1604sy e Feoqamd1q//-duy
Néw Dethi, the 22" May, 2007
1 Jyaistha, 1929 {Saka)
Notification No. 28/2007 — Service Tax

G.S.R. (E)— In exercise of the powers conferred by sub-sections (1) and (2) of section 94 of the Finance Act,
1994 (32 of 1994), the Central Government hereby makes the following rules further to amend the Service Tax
Rules, 1894, namely :-

1. (1) These rules may be called the Service Tax (Fourth Amendment) Rules, 2007.
(2) They shall come into force on the 1% day of June, 2007.

2. In the Service Tax Rules, 1994 (hereinafter referred to as the said rules), in rule 2, in sub-rule (1), in clause (d),
in sub-clause (i}, for the words “a telephone connection or pager or a communication through telegraph or teéléx or
a facsimile communication or a leased circuit”, the words “telecommunication service” shall be substituted.
3. In the said rules, in rule 6, after sub-rule (4B), the following sub-rule shall be inserted, namely:-

*4C. Notwithstanding anything contained in sub-rules (4), (4A) and (4B), where the person liable to pay

referred to in sub-clause (zzzz) of clause (105) of section 65 of the Act, has paid to the credit of Central
Government any amount in éxcess of the amourit required to be paid towards service tax liability for a
month or quarter, as the case may be, on account of non-availment of deduction of property tax paid in
terms of notification No.24/2007-Servicé Tax, dated the 22nd May, 2007, from the dross amount charged
for renting of the immovable property for the said period at the time of payment of service tax, the
assessee may adjust such excess amount paid by him agdainst his service tax liability within orie year
from the date of payment of such property tax. The details of such adjustment shall be intimated to the
Superinteniderit of Central Excise having jurisdiction over the service provider within a period of fifteen
days from the date of such adjustment.”.

[F. No. B1/5/2007-TRU]

(G.G. Pai)
Under Secretary to the Govertirierit of india

Note.- The principal rules were notified vide nofification no. 2/94-Service Tax, dated the 28th Juhe 1994 and
published in the Gazette of India, Extraordinary vide number G.S.R.546 (E), dated the 28th June 1994 and were
last amended vide notification No. 20/2007-Service Tax, dated the 121" May, 2007 vide G.S.R. 349(F), dated the
12% May, 2007.
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[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART Il, SECTION 3, SUB-SECTION (i)

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
{Department of Revenue)

New Dethi, the 22" May, 2007
1 Jyaistha, 1929 (Saka)
Notification No. 28/2007 - Service Tax

G.S.R. (E)~ In exercise of the powers conferred by sub-sections (1) and (2) of section 94 of the Finance Act,

1994 (32 of 1994), the Central Government hereby makes the following rules further to amend the Service Tax
Rules, 1994, namely :-

1. (1) These rules may be called the Service Tax (Fourth Amendment) Rules, 2007.
{2) They shall come into force on the 1%t day of June, 2007.

2. In the Service Tax Rules, 1994 (hereinafter referred to as the said rules), in rule 2, in sub-rule (1), in clause (d),

in sub-clause (i), for the words “a telephone connection or pager or a communication through telegraph or telex or

a facsimile communication or a leased circuit”, the words “telecommunication service” shall be substituted.

3. in the said rules, in rule 6, after sub-rule (4B), the following sub-rule shall be inserted, namely:-
“4C. Notwithstanding anything contained in sub-rules (4), (4A) and (48), where the person liable to pay
service tax in respect of services provided or to be provided in relation to renting of immovable propetty,
referred to in sub-clause (zzzz) of clause (105) of section 65 of the Act, has paid to the credit of Central
Government any amount in excess of the amount required to be paid towards service tax liability for a
month or quarter, as the case may be, on account of non-availment of deduction of property tax paid in
terms of notification No.24/2007-Service Tax, dated the 22" May, 2007, from the gross amount charged
for renting of the immovable property for the said period at the time of payment of service tax, the
assessee may adjust such excess amount paid by him against his service tax liability within one year
from the date of payment of such property tax. The details of such adjustment shall be intimated to the
Superintendent of Central Excise having jurisdiction over the service provider within a period of fifteen
days from the date of such adjustment.”.

[F. No. B1/5/2007-TRU}

(G.G. Pai)
Under Secretary to the Government of india

Note.- The principal rules were nofified vide nofification no. 2/94-Service Tax, dated the 28th June 1994 and
published in the Gazefte of India, Extraordinary vide number G.S.R.548 (E), dated the 28th June 1994 and were

last amended vide notification No. 20/2007-Service Tax, dated the 12 May, 2007 vide G.S.R. 349(E}, dated the
12" May, 2007.
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['i'O BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART IlI, SECTION 3, SUB-SECTION (i)j

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
{Department of Revenue)
New Delhi, the 22" May, 2007

1 Jyaistha, 1929 (Saka)
Notification No. 23/2007-Service Tax

G.8.R. (E)~Inexercise of the powers conferred by clause (A) and clause (B) of section 135 of the Finance Act,

2007 (22 of 2007), the Central Government hereby appoints the 15t day of June, 2007, as the date on which the
provisions of the said clauses of section 135 of the Finance Act, 2007 (22 of 2007) shall come into force.

[F. No. B1/16/2007-TRU]

‘ (G.G. Pai)
Under Secretary to the Government of India
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F. No. 332/35/2006 - TRU
Government of India
Ministry of Finance -

De

partment of Revenue
Tax Research Unit

Dated : August 1, 2006

Subject: Clarification on applicability of service tax on real estate developers / builders -
Regarding.

Piease refer to your letter dated 21.06.06 on the above subject.

2. I have been directed to state the following relating to levy of service tax on “construction of
industrial

complex”

service falling under s

ection 65(105)(zzzh)} and “commercial or

construction” service falling under section 65{105)(zzq) of the Finance Act, 1994:

'Sr. i
No.

Issue i

Légal Position

1,

Is service tax applicable on
Builder, Promoter or
Developer who builds a
residential complex with

the services of his own staff
and employing direct labour
or petty labour contractors
whose total bill does not
increase 4.0 lacs in one
F/Y?

In a case where the builder, promoter or developer
builds a residential complex, having more than 12
residential units, by engaging a contractor for
construction of such residential comp lex, the
contractor shall be liable to pay service tax on the
gross amount charged for the construction services
provided, to the builder / promoter / developer
under ‘construction of complex” service falling under
section 65(105)(zzzh} of the Finance Act, 1994,

If no other person is engaged for construction work
and the builder / promoter / developer undertakes
construction work on his own without engaging the
services of any other person, then in such cases in
the absence of service provider and service recipient
relationship, the question of providing taxable

service to any person by any other person does not
arise.

Service tax exemption for small service providers
upto an aggregate value of taxable services of Rs. 4
lakh provided in any financial year vide notification
No. 6/2005-Service Tax dated 01.03.05 is applicable
for ‘construction of complex’ service also.

Again will service tax be
applicable on the same, in
case he constructs
commercial complex for
himself for putting it on
rent or sale?

Commercial complex does not fall within the scope
of “residential complex intended for personal use”.
Hence, service provided for construction of
commercial complex is leviable to service tax.

Will the construction of an
individual house or a
bungalow meant for
residence of an individual
fali in purview of service

Clarified vide F. No. B1/6/2005-TRU dated 27.07.05,
that residential complex constructed by an
individual, intended for personal use as residence
and constructed by directly availing services of a
construction service provider, is not liable to service




tax, is so, whose tax.
responsibility is there for

payment?

4. {Is payment of service tax a |As per section 68 of the said Act, in case of
responsibility of service ‘construction of complex’ service falling under
provider or of whom the section 65(105)(zzzh)} and ‘commercial or industrial
service is provided? construction’ service falling under section

65(105)(zzq) of the said Act, every person providing

taxable service to any person shall be liable to pay
service tax.

As per section 66A of the said Act, if the service is

provided from outside India to a person in India,

then in such cases service tax is required to be paid

by the recipient of such service.

5. |If it is applicable on the Notification No. 1/2006-Service Tax dated 01.03.06
Real Estate Developers, a |provides for levy of service tax on 33% of the gross

detailed guideline of tax amount charged for the services provided or to be

calculation and date from  iprovided, subject to fulfillment of the conditions

which it will be applicable. |specified in the said notification. Service tax is

If it is from retrospective  |leviable on,-(i) ‘commercial or industrial

effect, and the service construction’ service falling under section

provider has left the work  [65(105)(zzq) with effect from 10.09.04, and(ii)

and no payment is due for [‘construction of complex’ service falling under

him, who will pay? section 65(105)(zzzh) with effect from 16.06.05.

3. For any further clarifications, you may contact the jurisdictional officers with relevant facts,
for appropriate guidance.

(G.G. Pai)
Under Secretary (TRU)



Notification New Delhi, the T March, 2006,
No. 172006-Service Tax 16 Phalguna, 1927 (Saka)

G.S.R. (E). —In exercise of the powers conferred by sub-section (1) of section 93 of
the Finance Act, 1994 (32 of 1994) (hereinafier referred to as the Finance Act), the Central
Government, on being satisfied that it is necessary in the public interest so to do, hereby exempts
the taxable service of the description specified in column (3) of the Table below and specified in
the relevant sub-clauses of clause (105) of section 65 of the Finance Act, specified in the
corresponding entry in column (2) of the said Table, from so much of the service tax leviable
thereon under section 66 of the said Finance Act, as is in excess of the service tax calculated on a
valse which is equivalent to a percentage specified in the corresponding entry in column (5) of
the said Table, of the gross amount charged by such service provider for providing the said

taxable service, subject to the relevant conditions specified in the caresponding entry in column
(4) of the Table aforesaid:

Table
S. Sub- Description of taxable Conditions Perce-
No | clause of service ntage
clause
(108) of
Section

65

@ (2} (3 @ (5)
1. {m) (1) The use of mandap, | This exemption shall apply only i 60
including the facilities | such cases where the mandap
provided to the client in | keeper also provides catering
refation to such use and | services, that is, supply of food and
also for the catering | the invoice, bill or challan issued
charges. indicates that it is inclusive of the
charges for catering service.

(2) Taxable service { The hvoice, bill or challan issued 60
provided by a hotel as|indicates that it is inclusive of
mandap kecper in such | charges for catering services.

cases  where  services | Explanation~ The expression
provided include catering | “hotel” means a place that provides
services, that is, supply of | boarding and lodging facilities to
food alongwith any service | public on commercial basis.

in relation to use of a
mandap.

2 m) {a) Services provided In 40
refation to a tour, by a tour
operator, -

{1) where the tour operator | The bill issued for this purpose-
provides a package tour; indicates that it is inclusive of
charges for such a tour.

(2} where the services | The bill issued indicates that the
provided are other than in | amount charged in the bill is the

relation to a package tour. | gross amount charged for such a
tour,




Explanation-  The  expression
“package tour” means a tour in
which  the  provisions for
transportation and accommodation
for stay of the person undertaking
the tour has been afforded by the
tour operator.

(b) Services provided in| (i) The invoice, bill or challan 10

relation to a tour, if the tour | issued indicates that it is towards

operator  is  providing | charges for such accommodation,

services solely of arranging | and

or booking accommeodation | (ii) this exemption shall not apply in

for any person in relation to | such cases where the invoice, bill or

a tour. challan issued by the tour operator
to the client only includes the
service charges for arranging or
booking accommodation for any
person in relation to a tour and does
not include the cost of such
accommodation. :

(o) Renting of a cab. - 40

(z¢) Holding of a convention, { The gross amount charged from the 60
where service provided | client is inclusive of the charges for
includes catering service. the catering service.

(zzd) Erection, commissioning or | This exemption is optional to the 33
installation, under & | commissioning and installation
contract for supplying a|{ agency.
plant, machinery or{ Explanation.- The gross amount
cquipment and erection, | charged  from the customer shall
commissioning or | include the value of the plant,
installation of such plant, [ machinery, equipment, parts and
machinery or equipment. any other material sold by the

commissioning and installation
agency, during the course of
providing erection, commissioning
or installation service.

(zzp) Transport of goods by road - 25
in a goods carriage.

(zzq) | Commercial or industrial This exemption shall not apply in 33
construction service. such cases where- the taxable

services providled are only
completion and finishing services in
relation to  building or civil
structure, referred to in sub-clause
(o) of clause (25b) of section 65 of
the Finance Act.

Explanation.- The gross amount
charged shall include the value of
goods and materials supplied or
provided or used by the provider of




the  construction  service
providing such service.

for 7

(zzt) Catering.

This exemption shall apply in cases
where,~

(i) the outdoor caterer also provides
food; and

(if) the invoice, bili or challan
issued indicates that it is inclusive
of charges for supply of food.

50

(zzw)
. pandal or shamiana in any
manner, including services
rendered as a caterer.

Services in relation to

This exemption shall apply only in
cases where,-

() ‘the pandal or shamiana
contractor also provides catering
services, that is, supply of food; and
(i) the invoice, bill or challan
issued indicates that it is inclusive
of charges for catering service.

70

10.

(zzzh) | Construction of complex.

This exemption shall not apply m
cases where the taxable services
provided are only completion and
finishing services in relation to
residential complex, referred to in
sub-clause (b) of clause (30a) of
section 65 of the Finance Act.
Explanation.- The gross amount
charged shall include the value of
goods and materials supplied or
provided or used for providing the
taxable service by the service
provider.

33

Provided that this notification shall not apply in cases where, -

(i) the CENVAT credit of duty on inputs or capital goods or the CENVAT credit of
service tax on input services, used for providing such taxable service, has been

taken under the provisions of the CENVAT Credit Rules, 2004; or

() the service provider has availed the benefit under the notification of the
Government of India in the mesq of Finance (Department of Revenue), No.

12/2003-Service Tax, dated the 20'

June, 2003].

June, 2003[G.S.R. 503 (E), dated the 20th

Explanation. - For the purposes of this notification, the expression “food” means a substantial and
satisfying meal and the expression “catering service” shall be construed accordingly.

[F. No. 334/3/2006 TRU]

(G. G. Pai)

Under Secretary to the Govemnment of India



o NLCe

“\

o ok

Notification

New Delhi, the T March, 2006,

0. 1/2006-Service Tax

[0 Phalguna, 1927 (Saka)

GS.R. (E). —In exercise of the powers conferred by sub-section (1} of section 93 of
the Finance Act, 1994 (32 of 1994) (hereinafter referred to as the Finance Act), the Central
Government, on being satisfied that it is necessary in the public interest so to do, hereby exempts
the taxable service of the description specified in column (3) of the Table below and specified in
the relevant sub-clauses of clause (105) of section 65 of the Finance Act, specified in the
corresponding entry in column (2) of the said Table, from so much of the service tax leviable
thereon under section 66 of the said Finance Act, as is in excess of the service tax calculated on a

value which is equivalent to a percentage specified in the corresponding entry in column (5) of
the said Table, of the gross amount charged by such service provider for providing the said

taxable service, subject to the relevant conditions specified in the caresponding entry in column

(4) of the Table aforesaid:

Table

S. | Sub- Description of taxable Conditions Perce-
No | clause of service ntage

clause

{105) of

Section

65

(1) (2) (3) @) (5)
1. {m) (I} The use of mandap, | This exemption shall apply only in 60

including the facilities
provided to the client in
relation to such use and
also for the catering
charges.

{2) Taxable service
provided by a hotel as
mandap keeper in such
cases  where  services
provided include catering
services, that is, supply of
food alongwith any service
in relation to use of a

such cases where the mandap
kecper also  provides catering
services, that is, supply of food and
the invoice, bill or chaltan issued
indicates that it is inclusive of the
charges for catering service.

The nvoice, bill or challan issued 60
indicates that it is inclusive of
charges for catering services.
Explanation.-  The  expression
“hotel” means a place that provides
boarding and lodging facilities to
public on commercial basis.

(1} where the tour operator
provides a package tour;

(2) where the services
provided are other than in
relation to a package tour.

mandap.

2 (n) (a) Services provided in 40
relation to a tour, by a tour
operator, -

The bill issued for this purpose
indicates that it is inclusive of
charges for such a tour.

The bill issued indicates that the
amount charged in the bill is the

gross amount charged for such a
tour.




Lxplanation - The  expressian
“package tour”™ means a tour in
which the provisions for
transportation and accommodation
for stay of the person undertaking
the tour has been afforded by the
tour operator.

(b) Services provided in{ (i) The invoice, bill or challan 10
relation to a tour, if the tour | issued indicates that it is towards ’
operator  is  providing | charges for such accommodation,
services sofely of arranging | and
or booking accommodation { (ii) this exemption shall not apply in
for any person in relation to | such cases where the invoice, bill or
a tour. challan issued by the tour operator
to the client only includes the
service charges for arranging or
booking accommodation for any
person in relation (o a tour and does
not include the cost of such
accommodation.

3 (o) Renting of a cab. - 40

4, (zc) Holding of a convention, { The gross amount charged from the 60
where  service  provided | client is inclusive of the charges for
includes catering service. the catering service.

5. (zzd) Erection, commissioning or | This exemption is optional to the 33
installation, under a { commissioning and  installation
contract for suppiying a ! agency.
plant, machinery or | Explanation.- The gross amount
equipment and erection, | charged from the customer shall
commissioning or | include the value of the plant,
installation of such plant, | machinery, equipment, parts and
machinery or equipment. any other material sold by the

commissioning and  installation
agency, during the course of
providing erection, commissioning
or installation service.

6. (zzp) Transport of goods by road - 25
in a goods carriage.

7. (zzq) Commercial ot industrial This exemption shall not apply in 33

construction service,

such cases where the taxable
services  provided are  only
completion and finishing services in
relation to  building or civil
structure, referred to in sub-clause
(¢) of clause (25b) of section 65 of
the Finance Act,

Explanation.- The gross amount
charged shall include the value of
goods and materials supplied or
provided or used by the provider of




Ll

the” construction  Service  for
providing such service.

3. (zzt) Catering. This exemption shall apply in cases 50
where,-

(i} the outdoor caterer also provides
food; and

(ii) the invoice, bill or challan
issued indicates that it is inclusive
of charges for supply of food.

9. (zzw) Services in relation to | This exemption shall apply only in 70
pandal or shamiana in any | cases where-

manner, including services | (i) the pandal or shamiana
rendered as a caterer. confractor also provides catering
services, that is, supply of food; and
(ii) the invoice, bill or challan
issued indicates that it is inclusive
of charges for catering service.

10. (zzzn) [ Construction of complex. This exemption shall not apply in 33
cases where the taxable services
provided are only completion and
finishing services in relation to
residential complex, referred to in
sub-clause (b) of clause (30a) of
section 65 of the Finance Act.

Explanation.- The gross amount
charged shall include the value of
goods and materials supplied or
provided or used for providing the
taxable service by the service

provider.

Provided that this notification shall not apply in cases where, -
(i) the CENVAT credit of duty on inputs or capital goods or the CENVAT credit of
service tax on input services, used for providing such taxable service, has been

taken under the provisions of the CENVAT Credit Rules, 2004; or
(i) the service provider has availed the benefit under the notification of the

Government of India in the Ministrry of Finance (Department of Revenue), No.
12/2003-Service Tax, dated the 20" June, 2003[G.S.R. 503 (E), dated the 20th
June, 2003].

Explanation. - For the purposes of this notification, the expression “food” means a substantial and
satisfying meal and the expression “catering service” shall be construed accordingly.
fF. No. 334/3/2006-TRU]

(G. G. Pai)
Under Secretary to the Government of India
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SERVICE TAX - HIGHLIGHTS
New Services, to attract the ievy of service tax from 16% June 2005.
Changed definitions too, to take effect from 16% June 2005,

NMotifications 15 to 28 ST Dated 07.06.2005 have been issued.

Notification 15/2005

>uoo_:nm,pm9 June 2005 as the date from which the amended provisions of section
65 will come into effect. Effect : The new services will attract service tax from 16™
June 2005. The amendments made in various definitions (expansion of the scope of
certain existing services, etc.} would also come into effect from 16™ June 2005,

Notification 16/2005,

Provides for exemption in respect of commercial construction service, is such service

is in relation construction of a port.

Notification 17 /2005.

Service tax has been imposed on site formation and clearance, excavation,
earthmoving, demplition and similar services. By this Notification, exemptian from
service tax has been provided, if such services are rendered in relation to
construction of roads, airports, railways, transport terminals, bridges, tunnels, dams
and ports. It may be observed that under the definition of construction services, the
services in relation to the above spheres are excluded from the ambit of the

definition itself.,

Neotification 18/2005.

Service tax is imposed on construction of complexes {residential construction). This
notification provides that service tax can be paid on 33 % of the gross amount, if

Mo Cenvat credit of duties paid on inputs and capital goods is availed;
- The benefit of Notification 12/2003 is nat availed. (billing the sale value of

materials separately).
- This is not applicable, If the service is in the nature of finishing services alone

(glazing, pastering, painting, floor and wall tiling, wall covering and wall
papering, wood and metal joinery and carpentry, fencing and railing,
construction of swimming pools, acoustic applications or fittings and other
similar services). It may be noted that if the services are in the nature of
such finishing services, service tax has to be paid either on the gross amount
or the benefit of Notification 12/2003 can be claimed.

{This Notification is similar to Notification 15/2004, providing payment of service tax
on 33 % of the gross amount, in case of cormmescial construsction service}

Notification 19/2005.

This notification amends several other notifications.

The definition of the term Tcommission agent” available in Notific
{providing for exemption for comrmission agents for agricultural pro
deleted. This is not required, in as much as the term “commission
inciuded as an Explanation under the definition of Business Auxifiary Se
Netification 14/2004 provides for exemption under the category of e
Auxiliary services, in respect of the following services,

a) pracurement of goods or services, which are inputs for the clien
(b}  production of goods on behalf of the clierit;
{c} provision of service on behaif of the client; or

(d) a service incidental or auxiliary to any activity specified in {a) to
This exemption is not. applicable to
i} a factory registered under or governed by the Factories Act, 19

1948);

a company established by or under the Companies Act, 1956 (1

a partnership firm, whether registered or not registered;

{iv) a society registered under the Societies Registration Act, 1860
or under any law corresponding to that Act in force in any part of India

(v} a co-operative society established by or under any law;
{vi) & corporation established by or under any law,; or
(vii) a body corporate established by or under any faw,

This Notification is amended to the following effect.

- Consequent to the expansion of the definition of business au
the exemption is extended te “production or processing of go
behalf of the clignt.

- The exemption is restricted only if the spec ied services are
agriculture, printing, textile processing or education.

This amendment is very significant. Individuals providing ta
‘under m.>m were claiming this exemption. Haereafter the



applicable anly if the service i€ in relation to agriculture, printing, textile
processing or education.

Notification 15/2004 provides that in case of construction service, service tax can be
paid on 33 % of gross amount, subject to the conditions specified therein, This

notification is being amended to the following effects,

This exemption is made applicable to commercial or industrial construction, to
keep in pace with the expanded scope of this service,

- This is not applicable, if the service is in the nature of finishing services alone
(glazing, pastering, painting, floor and wall tiling, wall covering and wall
papering, wood and mate! joinery and carpentry, fencing and railing,
canstruction of swimming pools, acoustic applications or fittings and other
similar services). It may be noted that if the services are in the nature of
such finishing services, service tax has to be paid either on the gross amount
or the benefit of Natification 12/2003 can be claimed.

Notification 24/2004 provides for exemnption to vocational training institutes and
recreational training institutes. It has now been specifically provided that this
exemption is not applicable to “cornputer training institutes” which term has also

been defined by way of an Explanation.

Notification §/2005 provides for exemption in respect uf certain services falling under
BAS, if the client pays appropriate duty of excise on jiis final products. Conseguent
to the expansion of the scope of service {production or processing or goods for, or on
behalf of the client), consequential amendments are made in the Notification, to

cover such expanded services also.
Notification 20/2005.
This Notification rescinds several Notifications.

Notification 672001 providing far exemption in respect of still photography, is being
withdrawn.

Notification 7/2001 providing for exemption to individual professional videographer is
being withdrawn.

Notification 11/2002 providing for exemption to hair dying services performed by
beauty parlours is being withdrawn.

Notification 18/2003 providing for exemption to commissioning an¢ installation
services performed by agencies, which are not commercial concerns, is being
withdrawn.

Notification 21/2005

This notification provides for exemption in respect of BAS (production or pracessing
of goods for, or on behalf of the client) if the service is rendered during the course of
manufacture of (a) cut and polished diamonds and gem stones; and (b) plain and
studded jewellery of gold and other precicus metals.

No ation 22/2005

This notification provides for exemption in respect of the following
custom house agent, steamer agent, clearing and forwarding agent,
{major ports and other ports), cargo handling, warehouse keeper, n
repair, technical inspection and certificationif the services are provir
resident person outside India and consumed outside India, in the cour
a ship. [For rmore details, the Notification may be referred to).

Notification 2372005
Amends the Service Tax Rules, 1994.

As per Rule 2 (1}{d)(iv) if the person providing service is non resid
outside India or does not have an office in India, the person receiving
made liable for payment of service tax. This provision is amended i
Explanatien inserted in Section 65. {making the persons having
residence / business / etc. as liable for payrent of service tax, if the s
do not have his place of residence / business / etc. outside India}.

As per Rule 4 A, invoice has to be raised by the service provider, wit
receving payment or rendering service. It has now been provided t
continuing services (like telephone), invoice shall be raised after 14
expiry of the period, as recognized.

In case of centralized registration, if any excess payment is made for w
such excess payment can be adjusted against future liabilities.

Notification 24 /2005

This is consequential in nature and is not very much relevant,
!

Natification 25/2005

Provides for exemption to services rendered to individuals, outside
service is not used by such individual in refation commerce / industry /

In cother words, as per the Explanation inserted in section 65, sery
outside India, to persons having their residence / place of business
would now become taxable. The fegisiative compatence of tha G
Tngdin to lax » service which 8 rendered outside Tnsfin, »ii
yslary.

. This is not applicable, if the service is in the nature of finishing
(glazing, pastering, painting, Roor and wall tiling, wall cove
papering, wood and metal joinery and carpentry, fencing
construction of swimming pools, acoustic applications or fittir
similar services). It may be noted that if the services are in
such finishing services, service tax has to be paid either on the
or the benefit of Notification 12/2003 can be claimed.
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Notification 26 & 27 /2005

Input service distriputors shall get thomseives registered on or hefore 30
days fromm 187 June,

Any provider of taxable service, whose turnover has crossed three lakhs

shall also get himself regiztered.

Input service distributors shall file half yearly return, {Format is yet to be
prascribed.

Notification 28/2005.
Export of service Rules amended to include the new services also.

Additional conditions imposed. (Delivery of service outside India and use outside
India and receipt of consideration in convertible foreign exchange).

Natification 28/2005 CE

Amends Cenvat.Credit Rules, 2004,

TR & chailan, for payment of service tax en GTA is prescribed as a document

for avalling credit.
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RESIDENTIAL COMPLEX CONSTRUCTION
Date of Introduction: 16.06.2005 vide Notification NO.15/2005 dated 07.06.2005
Definitions: “residential complex” means any complex comprising of—

(i) a building or buildings, having more than twelve residential units;

(ii) a common area; and

(i} any one or more of facilities or services such as park, lift, parking space, community hall,
common water supply or effluent treatment system, located within a premises and the layout of
such premises is approved by an authority under any law for the time being in force, but does .
not include a complex which is constructed by a person directly engaging any other person for
designing or planning of the layout, and the construction of such complex is intended for

personal use as residence by such person. Explanation. — For the removal of doubts, it is
hereby declared that for the purposes of this clause, — '

(a) “personal use” includes permitting the complex for use as residence by another
person on rent or without consideration:

!

(b) “residential unit” means a single house or a single apartment intended for use as
a place of residence; (section 65(91a))

“construction of complex” means — construction of a new residential complex or a (a)
part thereof; or completion and finishing services in relation (b) to residential complex such as
glazing, plastering, painting, floor and wall tiling, wall covering and wall papering, wood and
metal joinery and carpentry, fencing and railing, construction of swimming pools, acoustic
applications or fittings and other similar services; or repair, alteration, renovation or restoration
(c} of, or similar services in relation to, residential complex; (section 65(30Ca))

“taxable service” means any service provided or to be provided to any person, by any
other person, in relation to construction of complex; (section 65(105){zzzh)) Value of Taxable
Service: The value of taxable service shall be the gross amount charged by the service
provider for providing such service and the money value of any other consideration ( if any)

» read with Service Tax (Determination of
Value } Rules, 2006 Who is responsible to pay Service Tax: The sarvice provider is

responsible to pay service tax. However, in cases, where the provider of taxable service is
located outside India and the recipient of service is located in India, the recipient of service is
responsible for payment of service tax. The responsibility to pay service tax under such
situations is determined by the provisions made under section 66A of the Finance Act, 1994,

and received in India) Rules, 2006

_ 0 any person, by any other person,
in relation to construction of complex is taxable under sub-clause (zzzh) of section 65(105) of

the Finance Act, 1994, “Construction of complex” has been defined under clause (30a) of

section 65 of the Finance Act, 1994, ‘Residential complex” has been defined under clause (91a)
of section 65 of the Finance Act, 1994,

complex or a part thereof is also covered under service tax. The term of “construction of
complex” is defined under section 65 (30a) of the Finance Act 1994. It covers,

construction of a new residential complex;
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This service would generally cover construction services in respect of residential complexes
developed by builders, promoters or developers. Such residential complexes are normally

constructed after obtaining approval of the statutory authority for their layout, For the purpose
of this levy, residential complex means, '

(i) a building or buildings located within a premises;

(ii) total number of residential units within the said premises are more than twelve;
(iii) having common area; ‘
{iv) having common facilities or services; and

(v) layout of the premises has been approved by the appropriate authority. Common area
would include roads, staircases and other similar areas where residents of the residential

S prescribed is merely illustrative and not
contain other facilities such as market or
asium, health club, sports facilities, power

exhaustive. Some residential complexes may also

shopping complex, schools, security, banks, gymn
back up and the like.

However, residential complex having only 12 or less residential units would not be taxable.
Similarly, residential complex constructed by an individual, which is intended for personal use

as residence and is constructed by directly availing services of a construction service provider,
is also not covered under the scope of the service tax and not taxable,

Post construction, completion and finishing services such as glazing, plastering, painting,
floor and wall tiling, wall covering and wall papering, wood and metal joinery and carpentry and
simifar services done in relation to a residential complex, whether or not new, would be

included as part of the construction activity of residential complexes for the purpose of levy of
service tax. : :

The taxable service
complex. Service tax would be

include the cost of land and
stamp duty paid for registration of land. However, notification No. 18/2005 ~-ST dated 7/6/05

provides option to avail abatement and pay service tax only on 33% of the gross amount
charged, subject to fulfilment of conditions specified in the notification.

Repair, alteration, renovation or restoration o
service tax. Such services provided in relation to residential

General Exemptions:

St.No. |Notification No. |Nature of exemption _

1 16/2002 Services provided to United nations or any International Organisation

2 12/2003 Exemption to value of goods and material sold during the cour
providing taxable service, subject to conditions laid down ir
notification.

3 4/2004 Service provided to a developer of Special Economic Zone or Unit loc
in SEZ

4 6/2005 Exemption from service tax for taxable services upto gross value of R
lakhs, in case of service providers whose gross turnover for the prece
financial year was less than Rs. 4 lakhs ( w.e.f 01.04.2005)
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Service Tax Notifications of Year 2005

Notification No.28/2005-ST, dated 07-06-2005 |Export of Services {Amendment) Rules,
2005

Netification No.27/2005-ST, dated 07-068-2005 | Service Tax {Registration of Special
Category of Persons) Rules, 2005

Notification No.26/2005-ST, dated 07-06-2005 |[Specifies the following person or class of
persons who shall make an application for
registration under the provisions of the
sub-section {2) of section 69 of the
Finance Act, 1994

Notification No.25/2005-ST, dated 07-06-2005 |Exempts any taxable service provided to
an individual by a service provider, where
the said taxable services are received and
consumed outside india, by such
individual, not in the course ar furtherance
of commerce or industry or any other
business

Notification No.24/2005-5T, dated 07-06-2005 |Amends notification No. 36/2004-Service
Tax, dated the 31st December, 2004

Notification No.23/2005-ST, dated 07-06-2005 |Service Tax (Fifth Amendment) Rules,
2005

Notification No.22/2005-ST, dated 07-06-2005 |Exempts the taxable services specified in
sub-clauses (h}, (i), (i), {zn), {zr). (zza),
(zzg}, (zzi) and {zz!} of clause {105} of
section 85 of the Finance Act provided by
a non-resident person outside India and
consumed outside india, in the course of
sailing of a ship subject to certain
conditions

Notification No.21/2005-8T, dated 07-06-2005 |Exempts the taxable service of production
ar processing of goods for, or on behalf of,
the client, referred to in sub-clause ¢{v) of
clause (19} of section 65 of the said
Finance Act, provided by a commercial
concern, in the course of manufacture of
{a) cut and polished diamonds and
gem stones; or (D) plain and
studded jewellery of gold and other
precious metals,

Notification No.20/2005-ST, dated 07-06-2005 |Rescinds notification Nos. 6/2001-Service
Tax, dated the 9% July, 2001, 7/2001-
Service Tax, dated the 9" July, 2001,
11/2002-Service Tax, dated the 1%

August, 2002, 18/2003-Service Tax, dated
the 218t August, 2003.

Notification No.19/2005-ST, dated 07-06-2005 | Amends notification numbers 13/2003-
Service Tax, dated the 20" June, 2003,
14/2004-Service Tax, dated the 10
September, 2004, 15/2004-Service Tax,
dated the 10 September, 2004, 24/2004-
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Notification No.18/2005-ST, dated 07-06-2005

Page 2 of 2

Partially exempts the taxable service
provided to any person by any other
person, in relation to construction of
complex

Notification No.17/2005-5T, dated 07-06-2005

Exempts the site formation and clearance,
excavation and earthmoving and
demalifion and such other similar activities
provided o any person by any other
person in the course of construction of
foads, alrports, raibways, transport
terminals, bridges, tunnels, dams, ports or
other ports, from the whole of service tax
leviable.

Notification No.16/2005-ST, dated 07-06-2005

Exampts the commercial or industrial
construction service provided to any
person by a commercial concern in
refation to construction of port or other
pot, from the whole of service tax.

Notification No.15/2005-ST, dated 07-06-2005

appoints the 16th day of June, 2005 as the
date on which the provisions of the said
clauses of the Finance Act, 2005 shall
come into force

Notification No.14/2005-ST, dated 13-05;2005

Amends notification no 12/2005 service
tax dated 18th April,2005.

Notification No.13/2005-ST, dated 02-05-2005

Amends notification No. 3/2000-Service
Tax, dated the 6th July, 2000

Notification No.12/2005-8T, dated 19-04-2005

Rebate of the whole of the duty paid on
excisable inputs or the whole of the
service tax and cess paid on ali laxable
input services

Notification No.11/2005-ST, dated 19-04-2005

Rebate of the whole of the service tax and
cess paid on ail taxable services axporied
in terms of rule 3 of the said rules, to any
country other than Nepal and Bhutan

Notification No.10/2005-ST, dated 03-03-2005

Rescinds notifications 21/2003-Service
Tax and 28/2004-Service Tax.

Noitification No.09/2005-5T, dated 03-03-2005

Export of Services Rules, 2005,

Notification No,08/2005-ST, dated 01-03-2005

Exempts certain services from Service Tax

Notification No.07/2005-ST, dated 01-03-2005

Service Tax (Fourth Amendment) Rules
20085,

Notification No.06/2005-ST, dated 01-03-2005

Exempts Taxable services of tofal value
below 4lac rupees in any financial year

Notification No.05/2005-ST, dated 01-03-2005

Amends notification no. 36/205 -Service
Tax dated 31-12-2004

Notification No.04/2005-ST, dated 01-03-2005

Amends notification no. 15/2004 -Service
Tax dated 10-09-2004

Notification No. 03/2005-ST, dated 14-02-2005

Service Tax (Third Amendment) Rules
2008,

Notification No. 02/2005-ST, dated 14-02-2005

Amends the Service Tax Rules 1994

Natification No. 01/2005-8T, dated 14-01-2005

Amends the Service Tax Rules 1994




A

Notification New Delhi, dated 1¥ March, 2005,
No. 4/2005-Service Tax 10 Phalguna, 1926 (Saka)

GSR. (E)- In exercise of the powers conferred by sub-section (1) of section 93 of the
Finance Act, 1994 (32 of 1994), the Central Government, on being satisfied that it is necessary in
the public interest so to do, hereby makes the following amendment in notification of the
Government of India in the Ministry of Finance (Department of Revenue) No. 15/2004-Service
Tax, dated the 10th September, 2004 which was published in the Gazette of India, Extraordinary,
vide number G.S.R. 589 (E), dated the 10th September, 2004, namely:-

In the said notification, the following Explanation shall be added at the end, namely:-
‘Explanation.- For the purposes of this notification, the “gross amount charged” shall
include the value of soods and materials supplied or provided or used by the provider of
the construction service for providing such service.’.

[F. No. 334/1/2005-TRU]

(V. Sivasubramahian)
. Deputy Secretary to the Government of India

Note.- The principal notification No. 15/2004-Service Tax, dated the 10th September, 2004 was

published in the Gazette of India, Extraordinary, vide number G.S.R. 589 (E), dated the 10th
September, 2004.



FaN

Notification New Delhi. dated 1™ March. 2005,
No. 5/2005-Service Tax 1G Phalguna, 1926 (Saka)

" G.3.R. (E).- In exercise of the powers conferred by sub-section (2) of section 68 of the
Finance Act, 1994 (32 of 1994), the Central Government, on being satisfied that it is necessary in
the public interest so to do, hereby makes the following amendment in notification of the
Government of India in the Ministry of Finance (Department of Revenue) No. 36/2004-Service
Tax, dated the 31st December, 2004 which was published in the Gazette of India, Extraordinary,
vide number G.S.R. 849 (E), dated the 31st December, 2004, namely:-

In the said notification, after sub-paragraph (iv) of paragraph (A), the following sub-
paragraph shall be inserted, namely:-

“(v) in relation to business auxiliary service of distribution of mutual fund by a mutual
fund distributor or an agent, as the case may be;”.

2. This notification shall come into force on the 1st day of April, 2005.

[F. No. 334/1/2005-TRU]

(V. Sivasubramanian)
Deputy Secretary to the Government of India

Note.- The principal notification No. 36/2004-Service Tax, dated the 31st December, 2004 was
published in the Gazette of India, Extraordinary, dated the 31st December, 2004 vide number
G.S.R. 849 (E), dated the 31st December, 2004.



Notification New Delhi, dated 1* March, 2005.
No. 6/2005-Service Tax 10 Phalguna, 1926 (Saka)
GS.R. (E).- In exercise of the powers conferred by sub-section (1) of section 93 of the

Finance Act, 1994 (32 of 1994) (hereinafter referred to as the said Finance Act), the Central
Government, on being satisfied that it is necessary in the public interest so to do, hereby exempts
taxable services of aggregate value not exceeding four lakh rupees in any financial year from the
whole of the service tax leviable thereon under section 66 of the said Finance Act:

Provided that nothing contained in this notification shall apply to,-

() taxable services provided by a person under a brand name or trade name, whether
registered or not, of another person; or

(i) such value of taxable services in respect of which service tax shall be paid by
such person and in such manner as specified under sub-section (2) of section 68
of the said Finance Act read with Service Tax Rules,1994.

2. The exemption contained in this notification shall apply subject to the following
conditions, namely:-

(i) the provider of taxable service has the option not to avail the exemption contained in this
notification and pay service tax on the taxable services provided by him and such option,
once exercised in a financial year, shall not be withdrawn during the remaining part of
such financial year; &

(i) the provider of taxable service shall not avail the CENVAT credit of service tax paid on
any input services, under rule 3 or rule 13 of the CENVAT Credit Rules, 2004 (herein
after referred to as the said rules), used for providing the said taxable service, for which
exemption from payment of service tax under this notification is availed of:

(iii) the provider of taxable service shall not avail the CENVAT credit under rule 3 of the said
rules, on capital goods received in the premises of provider of such taxable service during
the period in which the service provider avails exeraption from payment of service tax
under this notification;

(iv) the provider of taxable service shall avail the CENVAT credit only on such inputs or
input services received, on or after the date on which the service provider starts paying
service tax, and used for the provision of taxable services for which service tax is
payable;

(v) the provider of taxable service who starts availing exemption under this notification shall
be required to pay an amount equivalent to the CENVAT credit taken by him, if any, in
respect of such inputs lying in stock or in process on the date on which the provider of
taxable service starts availing exemption under this notification;

(vi) the balance of CENVAT credit lying unutilised in the account of the taxable service
provider after deducting the amount referred to in sub-paragraph (v), if any, shall not be
utilised in terms of provision under sub-rule (4) of rule 3 of the said rules and shall lapse
on the day such service provider starts availing the exemption under this notification;

{vii) where a taxable service provider provides one or more taxable services from one
or more premises, the exemption under this notification shall apply to the aggregate value
of all such taxable services and from alt such premises and not separately for each
premises or each services; and

(viii) the aggregate value of taxable services rendered by a provider of taxable service from
one or more premises, does not exceed rupees four lakhs in the preceding financial year.



3. For the purposes of determining aggregate value not exceeding four lakh rupees, to avail
exemption under this notification, in relation to taxable service provided by a goods transport
agency, the payment received towards the gross amount charged by such goods transport agency
under section 67 for which the person liable for paying service tax is as specified under sub-

section (2) of section 68 of the said Finance Act read with Service Tax Rules, 1994, shall not be
taken into account.

Explanation.- For the purposes of this notification,-

(A) “brand name” or “trade name” means a brand name or a trade name, whether
registered or not, that is to say, a name ot a mark, such as symbol, monogram, logo,
label, signature, or invented word or writing which is used in relation to such
specified services for the purpose of indicating, or so as to indicate a connection in
the course of trade between such specified services and some person using such name
or mark with or without any indication of the identity of that person;

(B) “aggregate value not exceeding four lakh rupees” means the sum total of first
consecutive payments received during a financial year towards the gross amount, as
prescribed under section 67 of the said Finance Act, charged by the service provider
towards taxable services till the aggregate amount of such payments is equal to four
lakh rupees but does not include payments received towards such gross amount
which are exempt from whole of service tax leviable thereon under section 66 of the
said Finance Act under any other notification.

4. This notification shall come into force on the Lst day of April, 2003,

[F. No. 334/1/2005-TRU]

(V. Sivasubramanian)
Deputy Secretary to the Government of India



Notification New Delhi. dated 1* March, 2005.
No. 7/2005-Service Tax 10 Phalguna, 1926 (Saka)

G.S.R.  (B).- In exercise of the powers conferred by sub-sections (1) and (2) of section
94 of the Finance Act, 1994 (32 of 1994), the Central Government hereby makes the following
rules further to amend the Service Tax Rules, 1994, namely :-
1. (1) These rules may be called the Service Tax (Fourth Amendment) Rules, 2005.

(2) They shall come into force on the 1st day of April, 2005.

2. In the Service Tax Rules, 1994, (hereinafter referred to as the said rules), in rule 2, in sub-
rule (1), in clause (d), after sub-clause (v}, the following sub-clause shall be  inserted,
namely:-

“(vi) in relation to business auxiliary setvice of distribution of mutual fund by a mutual
fund distributor or an agent, as the case be, the mutual fund or asset management company,
as the case may be, receiving such service;”.

3. In the said rules, in rule 4.-

(i) for sub-rules (2), (3) and (3A), the following sub-rules shall be substituted,
namely:-
*(2) Where an assessee is providing a taxable service from more than one premises
or offices and has centralized billing systems or centralized accounting systems in
respect of such service, and such centralized billing or centralized accounting
systems are located in one or more offices or premises, he may, at his option,
register such premises or offices from where such centralized billing or centralized
accounting systems are located.

(3) The registration under sub-rule (2), shall be granted,-

(a) by the Commissioner of Central Excise or the Chief Commissioner of
Central Excise, as the case may be, in whose jurisdiction all the premises or
offices providing taxable service and the premise or office from where
centralised billing or centralised accounting is done, are located; and

(b} in cases other than (a) above, by such authority, as may be specified by
the Board:

Provided that nothing contained in this sub-rule shall have any effect on the
registrations granted to the premises or offices having such centralized billing or
centralized accounting systems, prior to 1st day of April, 2005.

{3A) Where an assessee is providing a taxable service from more than one premises
or offices, and does not have any centralized billing systems or centralized
accounting systems, as the case may be, he shall make separate applications for
registration in respect of each of such premises or offices to the jurisdictional
Superintendent of Central Excise.”.

4, In the said rules, in rule 4A, in sub-rule (1),-
(i) after the words “Every person providing taxable service shall”, the words “, not
later than fourteen days from the date of completion of such taxable service or

receipt of any payment towards the value of such taxable service, whichever is
earlier,” shall be inserted;



(ii) for the words “in respect of taxable service”, the words “in respect of such taxable
service” shall be substituted.

S. In the said rules, in rule 6, for sub-rule (1), the following sub-rule shall be substituted,
namely:-
“(1) The service tax shall be paid to the credit of the Central Government by the
5% of the month immediately following the calendar month in which the payments are
received, towards the value of taxable services:

Provided that where the assessee is an_individual or proprietary firm or

partnership firm, the service e tax sh:l};ll'l')e paid to_the credit of the Central Government by

the S‘T‘—Sf the month |mmedlately‘follow g the quarter in _which the payments are
-recelved towards the value of taxabic services:

Provided further that notw1thstandmg the time of receipt of payment towards the
value of services, no service tax shall be pavable “for the patt or whole of the value of
services, which is attributable to services provided during the period when such services
were not taxable: '

Provided also that the service tax on the value of taxable services received during
the month of March, or the quarter ending in March, as the case may be, shall be paid to
the credit of the Central Government by the 3 1st day of March of the calendar year.”.

[¥. No. 334/1/2005-TRU]

(V. Sivasubramanian)
Deputy Secretary to the Government of India

Note.- The principal rules were notified vide notification No. 2/94-Service Tax, dated the 28th
June 1994 and published in the Gazette of India, Extraordinary vide number G.S.R.546 (E), dated
the 28th June 1994 and were last amended vide notification No. 3/2005-Service Tax, dated the

26th February, 2005 which was published vide number G.S.R. 107(E), dated the 26th February,
2005.



Notification New Delhi, dated 1* March, 2005.
No. 8/2005-Service Tax 10 Phalguna, 1926 (Saka)
G.SR. (E).- In exercise of the powers conferred by sub-section (1) of section 93 of

the Finance Act, 1994 (32 of 1994) (hereinafter referred to as the Finance Act), the Central
Government, on being satisfied that it is necessary in the public interest so to do, hereby exempts
the taxable service of production of goods on behalf of the client referred in sub-clause (v} of
clause (19} of section 65 of the said Finance Act, from the whole of service tax leviable thereon
under section 66 of the said Finance Act:

Provided that the said exemption shall apply only in cases where such goods are
produced using raw materials or semi-finished goods supplied by the client and goods so
produced are returned back to the said client for use in or in relation to manufacture of any other
goods falling under the First Schedule to the Central Excise Tariff Act, 1985 (5 of 1986), as
amended by the Central Excise Tariff (Amendment) Act, 2004 (5 of 2005), on which appropriate
duty of excise is payable.

Expalantion.- For the purposes of this notification,-

(i) the expression “production of goods” means working upon raw materials or
semi-finished goods so as to complete part or whole of production, subject to the
condition that such production does not amount to “manufacture” within the
meaning of clause (f} of section 2 of the Central Excise Act, 1944 (1 of 1944);

(il “appropriate duty of excise” shall not include “Nil” rate of duty or duty of excise
wholly exempt.

{F. No. 334/ 1/2005-TRU]

(V. Sivasubramanian)
Deputy Secretary to the Government of India
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¢ 3rd March, 2005

Notification No. 9/2005-Service Tax

In exercise of the powers conferred by sub-section (1) and sub-section (2) of section 94 of the Finance
Act, 1994 (32 of 1994), the Central Government hereby makes the following rules, namely:-

1. Short title and commencement.- (1) These rules may be called the Export of Services Rules, 2005.
(2) They shall come into force on the 15th day of March, 2005.

2. Definitions.- In these rutes, unless the context otherwise requires,-
{a) “Act’” means the Finance Act, 1994 (32 of 1994);

(b) “input” shall have the meaning assigned to it in clause (k) of rule 2 of the CENVAT Credit Ruiles,
2004,

(c) ‘input service” shall have the meaning assigned to it in clause (1) of rule 2 of the CENVAT Credit
Rules, 2004.

3. Export of taxable service.- The export of taxable service shall mean,-

(1} in relation to taxable services specified in sub-clauses (d), (p), (q), (v) and (zzq} of clause (105) of
section 65 of the Act, such faxable services as are provided in relation to an immoveable property which is
situated outside India;

(2) in relation to taxable services specified in sub-clauses (a), (f), {(h), (i}, (), (1), (M), (n). (o), (s). (1),
(u), (W), (x), (¥), (@), (zb), (zc), (). (z), (zn), (z0), (z). (zr), (zt), (zu), (2v), (zw), (zza), (zzc), (22d),
(zzf), (zzg), (zzh), (zzi), {zzj), (221}, (zzm), (zzn), (zz0), (zzp), (zzs), (z21), (zzv), (zzw), (zzXx) and (zzy)
of clause (105) of section 65 of the Act, such services as are performed outside india:

Provided that if such a taxable service is partly performed outside India, it shall be considered to have been
performed outside India;

(3) in relation to taxable services, other than,- '
(i} the taxable services specified in sub-clauses (a), (f), {h), (i), ), (1), (M), (n), (o), {p}, (a}, (s), (V),
(u), (v), (W), {x), (y), (2), (2b), (z¢), (2i), (z)), (zn), (z0), (za}, (zr). (zt), (zu). (zv). (zw), (zza),

(zzc), (zzd), (zzf), (zzg), (zzh), (221) (zzj), (zzl), (zzm), {zzn), (zzo0), (zzp), (zzq), (Zzs), (zz1),
{zzv)}, (zzw), (zzXx} and (zzy); and

(i} the taxable service specified in sub-clause (d) as are provided in relation to an immoveable
property,
of clause (105) of section 65 of the Act,-

(i) such taxable services which are provided and used in or in relation to commerce or mdustry and
the recipient of such services is located outside India:

Provided that if such recipient has any commercial or industrial establishment or any office relating thereto, in
India, such taxable services provided shall be treated as export of services only if-

{a) order for provision of such service is made by the recipient of such service from any of his commercial
or industrial establishment or any office located outside india;

(b) service so ordered is delivered outside India and used in business outside India; and

{c) payment for such service provided is received by the service provider in convertibl



Notification New Delhi, dated 1% March, 2005,
No. 8/2005-Service Tax 10 Phalguna, 1926 (Saka)
G.S.R. (E).- In exercise of the powers conferred by sub-section (1) of section 93 of

the Finance Act, 1994 (32 of 1994) (hereinafter referred to as the Finance Act), the Central
Government, on being satisfied that it is necessary in the public interest so to do, hereby exempts
the taxable service of production of goods on behalf of the client referred in sub-clause (v) of
clause (79) of section 65 of the said Finance Act, from the whole of service tax leviable thereon
under section 66 of the said Finance Act:

Provided that the said exemption shall apply only in cases where such goods are
produced using raw materials or semi-finished goods supplied by the client and goods so
produced are returned back to the said client for use in or in relation to manufacture of any other
goods falling under the First Schedule to the Central Excise Tariff Act, 1985 (5 of 1986), as
amended by the Central Excise Tariff {Amendment) Act, 2004 (5 of 2005), on which appropriate
duty of excise is payable,

Expalantion.- For the purposes of this notification,-

() the expression “production of goods” means working upon raw materials or
semi-finished goods so as to complete part or whole of production, subject to the
condition that such production does not amount to “manufacture” within the
meaning of clause () of section 2 of the Central Excise Act, 1944 (1 of 1944);

(i} “appropriate duty of excise” shall not include “Nil” rate of duty or duty of excise
wholly exempt.

[F. No. 334/1/2005-TRU]

(V. Sivasubramanian)
Deputy Secretary to the Government of India
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g
¥ 3rd March, 2005

Notification No. 10/2005-Service Tax

In exercise of the powers conferred by section 93 of the Finance Act, 1994 (32 of 1994), the Central
Government, on being satisfied that it is necessary in the public interest so to do, hereby rescinds the
following notifications of the Government of India in the Ministry of Finance (Department of Revenue}, as

specified in column (2) of the Table below, except as respects things done or omitted to be done before such
rescission, namely:-

Table
S. No. Notification No. and date
{1) ) (2)
1. 21/2003-Service Tax, dated the 20" November, 2003 which was published in the Gazette of

India, Extraordinary, vide number G.S.R. 897(E), dated the 20 November, 2003,

2. 28/2004-Service Tax, dated the 171" September, 2004 which was published in the Gazette of
India, Extraordinary, vide number G.S.R. 616(E), dated the 17" September, 2004.

2. This notification shalt come into force on the 15th day of March, 2005.

F. No. B2/4/2004-TRU

V. Sivasubramanian
Deputy Secretary to the Government of india
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19th April, 2005

Notification No. 11/2005-Service Tax

n exercise of the powers conferred by rule 5 of the Export of Service Rules, 2005 (hereinafter referred to as
the said rules), insofar as it relates {0 export of taxabie services to the countries other than Nepal and Bhutan,
the Central Government hereby directs that there shall be granted rebate of the whole of the service tax and
cess paid on all taxable services exported in terms of rule 3 of the said rules, to any country other than Nepal

and Bhutan, subject to the conditions, limitations and procedures specified hereinafter,-

2. Conditions and limitations -

(a) that the taxable service has been exported in terms of rule 3 of the said rules and payment for
export of such taxable service has been received in India in convertible foreign exchange;

(b) that the service tax and cess, rebate of which has been claimed, have been paid on the taxable
service exported;

(c) the amount of rebate of service tax and cess admissible is not less than five hundred rupees; and
{d} thatin case,-

(i)  the service tax and cess, rebate of which has been claimed, have not been paid; or
(i) the taxable service, rebate on which has been claimed, has not been exported,

the rebate paid, if any, shall be recoverable with interest as per the provisions of section 73 and

section 75 of the Finance Act, 1994 (32 of 1994) as if no service tax and cess have been paid on
such taxable service.

3. Procedure:-

{i) claim of rebate of service tax and cess paid on all taxable services exported shall be filed with

the jurisdictional Assistant Commissioner of Central Excise or Deputy Commissioner of Central
Excise, as the case may be;

(i) such application shall be accompanied by,—

a. documentary evidence of receipt of payment against taxable service exported and for
which rebate is claimed, payment of service tax and cess on such taxable service exported;

b. a declaration that such taxable service, rebate of service tax and cess paid on such service

is claimed, has been exported, in terms of rule 3 of the said rules, along with the
documents evidencing the export of such taxable service;

{b} The jurisdictional Assistant Commissioner of Central Excise or Deputy Commissioner of Central

Excise, as the case may be, if satisfied that the claim is in order, shall sanction the rebate either in
whole or in part.

Explanation,- “service tax and cess” for the purposes of this notification means,-
{a) service tax leviable under section 66 of the Finance Act, 1994, and

{b) education cess on taxable services levied under section 91 read with section 85 of the Finance (No.2)

Act, 2004 (23 of 2004).

F. No. B2/4/2004-TRU

V. Sivasubramanian
Deputy Secretary to the Government of India

Annexure

FORM ASTR-1

(Application for filing a claim of rebate of service tax and cess paid on taxable services exported)
{(PART A: To be filled by the applicant)

 m P
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‘{

Y

Madam/Sir,

PWe.......o ..(name of the person claiming rebate) holding service {ax registration No.
: located in................ol (address of the registered premises)

hereby declare that 1!We have exported ............................................. service (name of the taxable

service) under rule 5 of the Export of Service Rules, 2005t0 ........................ (name of the country to which

service has been exported), and an which service tax amountlng to . . . {amount in rupees of

service fax) and education cess amounting to .. (amount in rupees of cess) has been paid.

2. I/\We also declare that the pay



Notification No. 12/2005-Service Tax

X

in exercise of the powers conferred by rule 5 of the Export of Service Rules, 2005 (hereinafter referred to as
the said rules), the Central Government hereby directs that there shall be granted rebate of the whole of the
duty paid on excisable inputs or the whole of the service tax and cess paid on all taxable input services
(herein after referred to as 'input services’), used in providing taxable service exported in terms of rule 3 of the
said rules, to any country other than Nepal and Bhutan, subject fo the conditions, limitations and procedures

19th April, 2005

Notification No. 12/2005-Service Tax

specified hereinafter,-

2.
(@)

(b)
(©

()

(e}
()

3.1

3.2

3.3

Conditions and limitations:-

that the taxable service has been exported in terms of rule 3 of the said rules and payment for
export of suchitaxable service has been received in India in convertible foreign exchange;

that the duty, rebate of which has been claimed, has been paid on the inputs;

that the service tax and cess, rebate of which has been claimed, have been paid on the input
services;

the total amount of rebate of duty, service tax and cess admissible is not less than five hundred
rupees;

no CENVAT credit has been availed of on inputs and input services on which rebate has been
claimed; and

that in case,-

(i) the duty or, as the case may be, service tax and cess, rebate of which has been claimed,
have not been paid; or

(i) the taxable service, rebate for which has been claimed, has not been exported; or

(ii) CENVAT credit has been availed on inputs and input services on which rebate has been
claimed,

the rebate paid, if any, shall be recoverable with interest as per the provisions of section 73 and

section 75 of the Finance Act, 1994 (32 of 1994) as if no service tax and cess have been paid on
such taxable service.

Procedure:-

Filing of declaration.- The provider of taxable service to be exported shall, prior to date of export of
taxable service, file a declaration with the jurisdictional Assistant Commissioner of Central Excise

or Deputy Commissioner of Central Excise, as the case may be, describing the taxable service
intended to be exported with,-

(@) description, quantity, value, rate of duty and the amount of duty payable on inputs actually
required to be used in providing taxable service to be exported;

{b) description, value and the amount of service tax and cess payable on input services actually
required to be used in providing taxable service to be exported.

Verification of declaration.- The Assistant Commissioner of Central Excise or the Deputy
Commissioner of Central Excise, as the case may be, shall verify the correctness of the
declaration filed prior fo such export of taxable service, if necessary, by calling for any relevant
information or samples of inputs and if after such verification, the Assistant Commissioner of
Central Excise or the Deputy Commissioner of Cenfral Excise is satisfied that there is no

likelihood of evasion of duty, or as the case may be, service tax and cess, he may accept the
declaration.

Procurement of inﬁut materials and receipt of input services.- The provider of taxable service
shall,-

Page 1 of 3
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(i) receive the input services required for use in providing taxable service to be exported and an
invoice, a bill or, as the case may be, a challan issued under the provisions of Service Tax
Rules, 1994,

3.4 Presentation of claim for rebate -

{a) (i) claim of rebate of the duty paid on the inputs or the service tax and cess paid on input
services shall be filed with the jurisdictional Assistant Commissioner of Central Excise or
Deputy Commissioner of Central Excise, as the case may be, after the taxable service has
been exported;

(i) such application shall be accompanied by, -

a. invoices for inputs issued under Central Excise Rules, 2002 and invoice, a bill, or as the

case may be, a challan for input services issued under Service Tax Rules, 1994 in
respect of which rebate is claimed,;

b. documentary evidence of receipt of payment against taxable service exported, payment of
duty on inputs and service tax and cess on input services used for providing taxable
service exported, rebate of which is claimed;

C. a declaration that such taxable service, has been exported in terms of rule 3 of the said
rules, along with documents evidencing such export.

{b) The jurisdictional Assistant Commissioner of Central Excise or Deputy Commissioner of Central
Excise, as the case may be, having regard to the declaration, if satisfied that the claim is in order,
shalt sanction the rebate either in whole or in part.

Explanation 1.- "service tax and cess” for the purposes of this notification means,-
{a) service tax leviable under section 66 of the Finance Act, 1994; and

{b) education cess on taxable service levied under section 91 read with section 95 of the Finance {No.2)
Act, 2004 (23 of 2004). '

Explanation 2.- “duty” for the purposes of this notification means, duties of excise leviable under the following
enactments, namely:-

(a) the Central Excise Act, 1944 (1 of 1944);
(b) the Additional Duties of Excise (Goods of Special tmportance) Act, 1957 (58 of 1957)
(c) the Additional Duties of Excise (Textiles and Textile Articles) Act, 1978 (40 of 1978),

(d) National Calamity Contingent duty leviable under section 136 of the Finance Act, 2001 (14 of
2001), as amended by section 169 of the Finance Act, 2003 (32 of 2003), section 3 of the Finance
Act, 2004 (13 of 2004) and further amended by clause 123 of the Finance Bill, 2005, which clause
has the force of law by virtue of the declaration made under the Provisional Collection of Taxes
Act, 1931 (16 of 1931); ‘

(e} special excise duty collected under a Finance Act;
(f} additional duty of excise as levied under section 157 of the Finance Act, 2003 (32 of 2003)

(¢) Education Cess on excisable goods as levied under section 91 read with section 93 of the Finance
(No.2) Act, 2004 (23 of 2004); and

(h) the additional duty of excise leviable under clause 85 of the Finance Bill, 2005, which has the force
of law by virtue of the declaration made in the said Finance Bill under the Provisional Collection of
Taxes Act, 1931 (16 of 1931).

F. No. B2/4/2004-TRU

1
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= {Application for filing a claim of rebate of duty paid on inputs, service tax and cess paid on input

services)
(PART A: To be filled by the applicant)

Place............
To,

Assistant Commissioner of Central Excise/Deputy Commissioner of Central EXCISE ....oovveeoeo oo,
(full postal address).
Madam/Sir,

.......................................... {name of the person claiming rebate) holding service tax registration No.

PSR [« Toz- | (=T I DO (address of the registered premises)
hereby declare that 1/We have exported _.................................... service (name of the taxable

service) under rule 5 of the Export of Service Rules, 2005t0 ........................ {name of the country to which
service has been exported), and service tax amounting to ......................... {amount in rupees of service
tax) and education cess amounting to ........... ... (amount in rupees of cess) has been paid on input
services and duty amounting to ............ (amount in rupees of duty) has been paid on inputs.

2. [/We also declare that the payment against such service exported has already heen received in
Indiainfull ... (details of receipt of payment).

3. I/We request that the rebate of the duty, service tax and cess on inputs and input services used in
providing taxable service exported by me/fus in terms of rule 3 of the Export of Service Rules, 2005 may be

granted at the earliest. The following documents are enclosed in support of this claim for rebate.
1.

2.
3.
Declaration:
(a) We hereby certify that we have not availed CENVAT credit on inputs and input services on which
rebate has been claimed.
{b) We have been granted permission by Assistant Commissioner of Central Excise or Deputy

Commissioner of Central Excise, vide C. No. , dated for working under notification No.
, dated .

(Signature and name of the service provider or his authorised égent with date)

(PART B: To be filled by the sanctioning authority)
Date of receipt of the rebate claim:
Date of sanction of the rebate claim:
Amount of rebate claimed: Rs.
Amount of rebate sanctioned: Rs.

If the claim is not processed within 15 days of the receipt of the claim, indicated briefly reasons for delay.

Place:
Date: Signature of the Assistant Commissioner/ Deputy Commissioner of Central Excise.
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2nd May, 2005
Notification No. 13/2005-Service Tax

G.S.R.  (E)- In exercise of the powers conferred by section 93 of the Finance Act, 1994 (32 of
1994), the Central Government, on being satisfied that it is necessary in the public interest so to do, hereby
makes the following amendment in the notification of the Government of India in the Ministry of Finance
{Department of Revenue) No. 3/2000-Service Tax, dated the 6th July, 2000 which was published in the
Gazette of India, Extraordinary, vide number G.S.R. 588 (E), dated the 6th July, 2000, namely:-

In the said noftification, after the words “Seed Crop Insurance”, the words “or the Farm Income
Insurance Scheme” shall be inserted.

F. No. B-1/4/2005-TRU

{V. Sivasubramanian)
Deputy Secretary to the Government of India

Note:- The principal notification No. 3/2000-Service Tax, dated the 6th July, 2000 was published in the

Gazette of India, Extraordinary, vide number G.S.R. 588 (E}), dated the 6th July, 2000.
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™ 13th May, 2005

Notification No. 14/2005-Service Tax
N
In pursuance of rule 5 of the Export of Services Rules, 2005, the Central Government hereby makes
the following amendments in the notification of the Government of India in the Ministry of Finance
(Department of Revenue) No. 12/2005-Service Tax, dated the 19th April, 2005 which was pubiished in the
Gazette of India, Extraordinary, vide number G.S.R. 240 (E), dated the 19th April, 2005, namely:-

In the said notification, in Explanation 2,-

® initem (d), for the portion beginning with the words and figures “clause 123 of the Finance Bill,
200%” and ending with the words and figures “Provisional Collection of Taxes Act, 1931 (16 of

1931)" the words and figures “section 123 of the Finance Act, 2005 (18 of 2005)” shall be
substituted;

() in item (n), for the portion beginning with the words and figures “clause 85 of the Finance Bill
2005" and ending with the words and figures “Provisional Collection of Taxes Act, 1931 (16 o
1931)” the words and figures “section 85 of the Finance Act, 2005 (18 of 2005)" shall be

substituted.

F. No. B2/4/2004-TRU

(V. Sivasubramanian}
Deputy Secretary to the Government of India

Note:- The principal notification No. 12/2005-Service Tax, dated the 18th April, 2005 was published in the
Gazette of india, Extraordinary, vide number G.S.R. 240 (E), dated the 19th April, 2005.
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< 7th June, 2005

Notification No. 15/2005-Service Tax

In exercise of the powers conferred by clause (a) and clause (b of section 88 of the Finance Act,
2005 (18 of 2005), the_Central Government hereby appoints_ the 18th day of June, 2005 as the date on which
the provisions of the said clauses of the said Act shall come into force.

F. No. B1/8/2005-TRU

Ajay
Under Secretary to the Government of India
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7th June, 2005
Notification No. 16/2005-Service Tax

In exercise of the powers conferred by sub-section (1) of section 93 of the Finance Act, 1994 (32 of
1994) (hereinafter referred to as the Finance Act), the Central Gavernment, on being satisfied that it is
necessary in the public interest so to do, hereby exempts the commercial or industrial construction service,
referred to in sub-clause (zzq) of clause (105) of section 65 of the Finance Act, provided to any person by a

commercial concern in refation to construction of port or other port, from the whole of service tax leviable
thereon under section 66 of the said Finance Act.

2. This notification shall come into force on the 15th day of June, 2005.

F. No. B1/6/2005-TRU

Ajay
Uader Secretary to the Government of India
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7th June, 2005
Notification No. 17/2005-Service Tax

In exercise of the powers conferred by sub-section (1) of section 93 of the Finance Act, 1994 (32 of
1994) (hereinafter referred to as the Finance Act), the Central Government, on being satisfied that it is
necessary in the public interest so to do, hereby exempts the site formation and clearance, excavation and
earthmoving and demolition and such other similar activities, referred to in sub-clause (zzza) of clause {105)
of section 65 of the Finance Act, provided to any person by any other person in the course of construction of
roads, airports, railways, transport terminals, bridges, tunnels, dams, ports or other ports, from the whole of
service tax leviabie thereon under section 66 of the said Finance Act.

2. This notification shall come into force on the 16th day of June, 2005,

F. No. B1/6/2005-TRU

Ajay
Under Secretary to the Government of India
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oo
7th June, 2005
%
Notification No. 18/2005-Service Tax . “)

In exercise of the powers conferred by sub-section (1) of section 93 of the Finance Act, 1994 (32 of
1994) (hereinafter referred to as the Finance Act), the Central Government, on being satisfied that it is
necessary in the public interest so to do, hereby exempts the taxable service provided to any person by any
other person, in relation to construction of complex, referred to in sub-clause (zzzh) of clause (105) of section
65 of the Finance Act, from so much of the service fax leviable thereon under section 66 of the said Finance
Act, as is in excess of the service tax calculated on a value which is equivalent to thirty-three per cent. of the
gross amount charged from any person by such service provider for providing the said taxable.service:

Provided that this exemption shall not apply in such cases where —

~

{i) the credit of duty paid on inputs or capital goods used for providing such taxable service has been
taken under the provisions of the CENVAT Credit Rules, 2004; or

(il the service' provider has availed the benefit under the notification of the Government of India, in the
Ministry of Finance, (Department of Revenue) No. 12/2003-Service Tax, dated the 20th June, 2003
{G.S.R. 503 (E), dated the 20th June, 2003]; or

(i) the taxable services provided are only completion and finishing. services in _relation to residential
complex, referred to in sub-clause (b) of clause (30a) of section 65 of the Finance Act.

Explanation.- For the purposes of this notification, the “gross amount charged” shail include the value

of goods and materials supplied or prowded or used for providing the said taxable service by the said service
prowder

2. This notification shall come into force on the 16th day of June, 2005.
F. No. B1/6/2005-TRU . \ ,Q

.U’

(Ajay)
Under Secretary to the Govemment of india

bt



Notification No. 19/2005-Service Tax

Page [ of 2

7th June, 2005

Notification No. 19/2005-Service Tax

In exercise of the powers conferred by sub-section (1) of section 93 of the Finance Act, 1994 (32 of
1994), the Central Government, on being satisfied that it is necessary in the public interest so to do, hereby
directs that the following notifications of the Government of India in the Ministry of Finance (Department of
Revenue) as specified in column (2) of the Table below, shall be amended or further amended, as the case
may be, in the manner specified in the corresponding entry in column (3) of the said Table, namely:-

dated the 10™ September,
2004 [GS.R. 588 (E),
dated the 10% September!
2004]

(i)

(i)

{iii} the proviso shall be omitted.

Table
S.No. Notification number Amendments
and date
1 (2) (3) _
1. | 13/2003-Service Tax, |In the said notification, in the Explanation, clause (i} shall be
dated the 20" June,}omitted.
2003 [G.S.R. 504 (E),
dated the 20" June,
2003]
2. 114/2004-Service Tax, |In the said notification, -

in clause (b), for the words "production of goods on behalf
of the client;”, the words “production or processing of
goads for, or-on behalf of, the client;” shall be substituted;

for the words "from the whole of the service tax’, the
words “and provided in relation to agriculture, printing,
textile processing or education, from the whole of service
tax” shall be substituted;

15/2004-Service Tax,
dated the 10™ September,
2004 [G.S.R. 589 (E),
dated the 10 September,
2004]

In the said notification, -

(i) for the words “construction service”, occurring at two

(i) in the proviso, for clause {ii}, the following shall be

places, the words “commercial or industrial construction
service” shall be substituted;

substituted, namely:-

“(ii) the commercial concern has availed the
benefit under the notification of the
Government of India, in the Ministry of Finance,
(Department of Revenue) No. 12/2003-Service
Tax, dated the 20th June, 2003 [G.S.R. 503
(E), dated the 20th June, 2003]; or

(iii) the taxable services provided are only
completion and finishing services in relation to
building or civil structure, referred to in sub-
clause (¢) of clause (25b) of section 65 of the
Finance Act, 1994.".

24/2004-Service Tax,
dated the 10t September,
2004 [G.S.R. 598 (E).

(i)

dated the 10% September,
“1NNA1

In the said notification,-

in the opening paragraph, the following provisc shall
be inserted at the end, namely:-
‘PDravided that nothing contained

it fhie
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(if) in the Explanation, after clause (ii}, the following
clause shall be inserted, namely:-
(i) “computer training institute” means a
commercial training or coaching centre which
provides coaching or training relating io
computer software or hardware.’.

5. |8/2005-Service Tax, [In the said nofification,-
dated the 15t March, 2005
[G.S.R. 142 (E), dated the _
1t March, 2005) (i) for the words “production of goods on behalf of the client”,

the words “praduction ot processing of goods for, or on
behalf of, the client” shall be substituted;

(i) in the proviso, for the words “produced”, occurring at two
places, the words “produced or processed” shall be
sutbstituted;

{iii} in the Explanation, in clause (i),-

{a) for the words ‘ “production of goods”’, the words °
“production or processing of goods” * shall be
substituted,;

(b) for the words “production” occurring at two places,
the words “production or processing” shall be
substituted.

2. This notification shall come into force on the 16th day of June, 2005.

F. No. B1/6/2005-TRU

Ajay
Under Secretary to the Government of India

Note:
(1) The principal notification 13/2003-Service Tax, dated the 20% June, 2003 was published in the
Gazette of India, Extraordinary, vide number G.S.R. 504 (E) dated the 20" June, 2003 and was last

amended vide notification No. 8/2004-Service Tax, dated the 9" July, 2004 [G.S.R. 434 (E) dated the
ot July, 2004]:

(2) The principal notification 14/2004-Service Tax, dated the 10" September, 2004 was published in the
Gazette of India, Extraordinary, vide number G.S.R. 588 (E) dated the 10" September, 2004;

(3) The principal notification 15/2004-Service Tax, dated the 10t September, 2004 was published in the
Gazette of India, Extraordinary, vide number G.S.R. 589 (E) dated the 10® September, 2004 and was

last amended vide notification No. 4/2005-Service Tax, dated the 1%t March, 2005 [G.S.R. 138 (E)
dated.the 15t March, 2005];

{4) The principal notification 24/2004-Service Tax, dated the 10" September, 2004 was published in the
Garzette of India, Extraordinary, vide number G.S.R. 598 (E) dated the 10" September, 2004;

(5) The principal notification 8/2005-Service Tax, dated the 15t March, 2005 was published in the Gazette
of India, Extraordinary, vide number G.S'R. 142 (E) dated the 1%t March, 2005
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Tth June, 2005
Notification No. 20/2005-Service Tax

In exercise of the powers conferred by section 93 of the Finance Act, 1994 (32 of 1994), the Central
Government, on being satisfied that it is necessary in the public interest so to do, hereby rescinds the
following notifications of the Government of india in the Ministry of Finance (Department of Revenue), as

specified in column (2) of the Table below, except as respects things done or omitted to be done before such
rescission, namely:-

Table

S.No. Notification No. and date
(1} (2)

1 |B/2001-Service Tax, dated the gth July, 2001 [G.S.R. 516 (E), dated the 9®
" [July, 2001]

o |7/2001-Service Tax, dated the ot July, 2001 [G.S.R. 517 (E), dated the 9t
" |duly, 2601]

3 11/2002-Service Tax, dated the 15t August, 2002 [G.S.R. 539 (E), dated the 13
© lAugust, 2002]

4 18/2003-Service Tax, dated the 213t August, 2003 [G.S.R. 676 (E), dated the
1215t August, 2003]

2. This notification shall come into force on the 16th day of June, 2005.
F. No. B1/6/2005-TRU

Ajay
Under Secretary to the Government of India
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7th June, 2005
Notification No. 22/2005-Service Tax

In exercise of the powers conferred by sub-section {1) of section 93 of the Finance Act, 1994 (32 of
1994) (hereinafter referred to as the Finance Act), the Central Government, on being satisfied that it is
necessary in the public interest so to do, hereby exempts the taxable services specified in sub-clauses (h), (i},
(), (zn), (zr), (zza), (zzQ), (zzi) and (zzl) of clause (105) of section 65 of the Finance Act provided by a non-
resident person outside India and consumed outside India, in the course of sailing of a ship which is,-

(a) registered as an Indian ship under the Merchant Shipping Act, 1958 (44 of 1958);
(b) registered under the Coasting Vessels Act, 1838 (19 of 1838);

(¢) registered under the Inland Vessels Act, 1917 (1 of 1917}, or

(d) chartered and licenced under the Merchant Shipping Act, 1958,

and such ship is owned or chartered, as the case may be, by,-

(i) acitizen of India;

iy a company or a body established by or under any Central Act or State Act which has its
principal place of business in india; or

(i} a co-operative society which is registered or deemed to be registered under the Co-operative
Societies Act, 1912 (2 of 1912), or any other law relating to co-operative societies for the time
being in force in any State,

from the whole of service tax leviable thereon under section 66 of the said Finance Act:

Provided that the said exemption shall apply only in such cases where the said taxable services are provided
in relation {o,-

(a) handiing of ships in a port outside India;
(b} handling or storage of goods carried in a ship in a port outside India; or
(¢)  any other services related to the handling of ships or goods carried in a ship.

Explanation.- For the purposes of this notification, “non-resident person” means a person, who has
established a business or has a fixed establishment from which the service is provided or to be provided, or
has his permanent address or usual place of residence, in a country other than India.

2. This notification shall come into force on the 16th day of June, 2005.

[F. No. B1/7/2005-TRU]

Ajay
Under Secretary to the Government of India
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7 7th June, 2005

Notification No. 23/2005-Service Tax

In exercise of the powers conferred by sub-sections (1) and (2) of section 94 of the Finance Act, 1994 (32

of 1994}, the Central Government hereby makes the following rules further to amend the Service Tax Rules,
1994, namely :-

1. (1) These rules may be called the Service Tax (Fifth Amendment) Rules, 2005.
(2) They shall come into force on the 16th day of June, 2005.

2. Inthe Service Tax Rules, 1294, (hereinafter referred to as the said rules), in rule 2, in sub-rule (1}, in
clause (d),-

(i) for sub-clause (iv), the following sub-clause shall be substituted, namely:-

“{iv) in relation to any taxable service provided or {0 he provided by a person, who has
established a business or has a fixed establishment from which the service is provided or to
be provided, or has his permanent address or usual place of residence, in a country other
than India, and such service provider does not have any office in India, the person who
receives such service and has his place of business, fixed establishment, permanent address
or, as the case may be, usual place of residence, in India;”;

(i} in sub-clause (v}, in item (b), for the words "established by or under”, the words “formed or
registered under” shall be substituted.

3. in the said rules, in rule 4A, in sub-rule (1), after the second proviso, the following proviso shall be
inserted, namely:- '

“Provided also that where any payment towards the value of taxable service is not received and such
taxable service is provided continuously for successive periods of time and the value of such taxable
service is determined or payable periodically, an invoice, a bill, or as the case may be, a challan shall
be issued by a person providing such taxable service, not later than fourteen days from the iast day of
the said period.”.

4, In the said rules, in rule 6, after sub-rule (4), the following sub-rule shall be inserted, namely:-

“(4A) Notwithstanding anything contained in sub-rule {4}, where an assessee has opted for registration
under sub-rule (2) of rule 4 of these rules and has paid to the credit of Central Government any amount
in excess of the amount required to be paid towards service tax liability for a month or quarter, as the
case may be, for the reason of not receiving details of payments received towards the value of taxable
services at his other premises or offices, the assessee may adjust such excess amount $0 paid as
service tax by him against his service tax liability for the subsequent period and the details of such
adjustment shall be intimated to the jurisdictional Superintendent of Central Excise within a period of
fifteen days from the date of such adjustment.”.

F. No. B1/6/2005-TRU

Ajay
Under Secretary to the Government of India

Note.- The principal rules were notified vide notification No. 2/94-Service Tax, dated the 28th June 1994 and
published in the Gazette of India, Extraordinary vide number G.S.R.546 (E}, dated the 28th June 1994 and
were last amended vide notification No. 7/2005-Service Tax, dated the 1st March, 2005 which was published
vide number G.S.R. 141(E), dated the 1st March, 2005.
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7th June, 2005

Notification No. 24/2005-Service Tax

In exercise of the powers conferred by sub-section (2} of section 68 of the Finance Act, 1994 (32 of
1994), the Central Government, on being satisfied that it is necessary in the public interest so to do, hereby
makes the following further amendments in notification of the Government of India in the Ministry of Finance
(Department of Revenue) No. 36/2004-Service Tax, dated the 31st December, 2004 which was published in
the Gazette of India, Extraordinary, vide number G.S.R. 849 (E), dated the 31st December, 2004, namely:-

In the said notification -

(i) in paragraph (A), in sub-paragraph (iv), in item (b), for the words “established by or under”, the
words "formed or registered under” shall be substituted:

(iy  for paragraph (B}, the following paragraph shall be substituted, namely:-

‘any taxable service provided or to be provided by a person, who has established a
business or has a fixed establishment from which the service is provided or to be provided,
or has his permanent address or usual place of residence, in a country other than India,
and such service provider does not have any office in India.”.

2 This notification shall come into force on the 16th day of June, 2005.

F. No. B1/6/2005-TRU

Ajay
Under Secretary to the Government of India

Note.- The principal notification No. 36/2004-Service Tax, dated the 31st December, 2004 was published in
the Gazette of India, Extraordinary, dated the 31st December, 2004 vide number G S.R. 849 (E), dated the

31st December, 2004 and was last amended vide notification No. 5/2005-Service Tax, dated the 15t March,
2005 [G.S.R. 139 (E) dated the 15t March, 2005];
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i 7th June, 2005

Notification No. 25/2005-Service Tax

In exercise of the powers conferred by sub-section (1) of section 93 of the Finance Act, 1994 (32 of
1994) (hereinafter referred to as the Finance Act), the Central Government, on being satisfied that it is
necessary in the public interest so to do, hereby exempts any taxable service provided to an individual by a
service provider, where the said taxable services are received and consumed outside India, by such
individual, not in the course or furtherance of commerce or industry or any other business, from the whole of
service tax leviabte thereon under section 66 of the Finance Act.

2. This notification shall come into force on the 16th day of‘June, 2005.

F. No. B1/6/2005-TRU

(Ajay)
Under Secretary to the Government of India
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7th June, 2005
Notification No. 26/2005-Service Tax

In exercise of the powers conferred by sub-section (2) of section 69 of the Finance Act, 1994 (32 of

1994), the Central Government hereby specifies the following person or class of persons who shall make an
application for registration under the provisions of the said sub-section, namely:-

2.

(i) an input service distributor; and

(i) any provider of taxable service whose aggregate value of taxable service in a financial year
exceeds three lakh rupees.

Explanation 1.- For the purposes of this clause, where a provider of taxable service provides one or
more taxable services from one or more premises, the aggregate value of all such taxable services

and from all such premises and not separately for each services or each premises shall be taken into
account for computation of aggregate value of taxable service.

Explanation 2.- For the purposes of this notification -

(@) ‘“input service distributor” has the meaning assigned to it in clause (m) of rule 2 of the CENVAT
Credit Rules, 2004; .

(b) “aggregate value of taxable service” means the sum total of first consecutive payments received
during a financial year towards the gross amount, as prescribed under section 67 of the said
Finance Act, charged by the service provider towards taxable services but does not include -
payments received towards such gross amount which are exempt from the whole of service tax
leviable thereon under section 66 of the said Finance Act under any notification other than

Notification No. 6/2005-Service Tax, dated the 15t March, 2005 [G.S.R. 140 (F), dated the 1%
March, 2005].

This notification shall come into force on the 16th day of June, 2005.

F. No..B1/6/2005-TRU

(Ajay)
Under Secretary to the Government of India
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™ 7th June, 2005

Notification No. 27/2005-Service Tax

In exercise of the powers conferred by sub-sections (1) and (2) of section 94 of the Finance Act,
1994 (32 of 1994), the Central Government hereby makes the following rules, namely:-

1. Short title and commencement.- (1) These rules may be called. the Service Tax (Registration of
Special Category of Persons) Rules, 2005.

(2) They shall come into force on the 16th day of June, 2005.

2. Definitions.- In these rules, unless the context otherwise requires, -
(a) “Act’ means the Finance Act, 1994 (32 of 1994);

{(b) “aggregate value of taxable service® means the sum total of first consecutive payments received
during a financial year towards the gross amount, as prescribed under section 67 of the Act,
charged by the service provider towards taxable services but does not include payments received
towards such gross amount which are exempt from the whole of service tax leviable thereon
under section 66 of the Act under any nofification other than Notification No. 6/2005-Service Tax,
dated the 15t March, 2005 [G.S.R. 140 (E), dated the 15t March, 2008];

(¢) ‘input service distributor” shall have the meaning assigned to it in clause (m) of rule 2 of the
CENVAT Credit Rules, 2004.

3. Registration.- (1) The input service distributor shall make an application to the jurisdictional
Superintendent of Central Excise in such form as may be specified, by notification, by the Board, for
registration within a period of thirty days of the commencement of business or the 16th day of June, 2005,
whichever is later. :

(2) Any provider of taxable service whose aggregate value of taxable service in a financial year exceeds three
lakh rupees shall make an application to the jurisdictional Superintendent of Central Excise in such form as
may be specified, by notification, by the Board, for registration within a period of thirty days of exceeding the
aggregate value of taxable service of three lakh rupees.

(3) The provisions of sub-rules (2) to (7) of rule 4 of Service Tax Rules, 1994 shall be applicable to the
persons or class of persons who make an application for registration under the provisions of these rules, with
such modifications and aiterations as may be prescribed by the Board.

4, Furnishing of returns.- The input service distributor shall furnish a return to the jurisdictional
Superintendent of Central Excise in such form and at such frequency as prescribed under sub-rule (10) of rule
9 of CENVAT Credit Rules, 2004,

F. No. B1/6/2005-TRU

(Ajay)
Under Secretary to the Government of India
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Notiftcation No. 28/2005-Service Tax Page 1 of 1

7th June, 2005

Notification No. 28/2005-Service Tax

In exercise of the powers conferred by sub-sections (1) and (2) of section 94 of the Finance Act, 1994 (32 of

1994), the Central Government hereby makes the following rules to amend the Export of Services Rules,
2005, namely -

1. (1) These rules may be called the Export of Services (Amendment) Rules, 2005.

(2) They shall come into force on the 16th day of June, 2005.

2. Inthe Export of Services Rules, 2005, in rule 3,-

(1)

(i)

(iif)

in sub-rufe (1),-
(a) for the word, brackets and letters “and (zzq)", the brackets, letiers and word “, (zzq),
(zzza), (zzzb}, (zzzc) and (zzzh)” shall be substituted:;
(b) the following proviso shall be inserted at the end, namely:-

“Provided that for the purposes of this sub-rule, any taxable services provided shail he
treated as export of services only if-

(@) such service is delivered outside India and used in business or for any other purpose
outside India; and

(b) payment for such service provided is received by the service provider in convertible
foreign exchange.”;

in sub-rule (2),-
(@) for the word, brackets and letters “and (zzy)", the brackets, leiters and word *, (zzy),
(zzzd), (zzze) and (zzzf)" shall be substituted;
(b) after the first proviso, the following proviso shall be inserted, namely:-

“Provided further that for the purposes of this sub-rule, any taxable services provided
shall be treated as export of services only if-

(a)  such service is delivered outside India and used in business or for any other purpose
outside India; and

(b}  payment for such service provided is received by the service provider in convertible
foreign exchange.”
in sub-rute (3),-
(@) in clause (i), for the word, brackets and letters “and (zzy)”, the brackets, letters and word
“, (zzy), (zzza), (zzzb), (zzzd), (zzze), (zzzf) and (zzzh)” shall be substituted;
(b) in clause (ii), for the brackets and letter “(d)", the brackets, letters and word “(d) and
(2zzc)" shall be substituted.

[F. No. B1/6/2005-TRU]

(Ajay)
Under Secretary to the Government of India

Note.- The principal rules were notified vide notification No. 9/2005-Service Tax, dated the 3rd March 2005
and published in the Gazette of India, Extraordinary vide number G.S.R.151 (E), dated the 3rd March 2005.
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RESIDENTIAL COMPLEX CONSTRUCTION
-Date of Introduction: 16.06.2005 vide Notification NO.15/2005 dated 07.06.2005
Definitions: “residential complex” means any compiex comprising of—
(i) a building or buildings, having more than twelve residential units;

(i) a common area; and

(iiif) any one or more of facilities or services such as park, lift, parking space, community hall,
common water supply or effluent treatment system, located within a premises and the layout of such
premises is approved by an authority under any law for the time being in force, but does not inciude a
complex which is constructed by a person directly engaging any other person for designing or
planning of the layout, and the construction of such complex is intended for personal use as residence

by such person. Explanation. — For the removal of doubts, it is hereby declared that for the purposes
of this clause, —

(a) "personal use” includes permitting the complex for use as residence by another person
on rent or without consideration;

(b) “residential unit” means a single house or a single apartment intended for use as a
piace of residence; {section 65(91a))

“construction of complex” means — construction of a new residential complex or a (a) part
thereof; or completion and finishing services in relation (b) to residential complex such as glazing,
plastering, painting, floor and wall titing, wall covering and wall papering, wood and metal joinery and
carpentry, fencing and railing, construction of swimming pools, acoustic applications or fittings and
other similar services; or repair, alteration, renovation or restoration (c) of, or similar services in
relation to, residential complex; (section 65(30a))

“taxable service” means any service provided or to be provided to any person, by any other
person, in relation to construction of complex; (section 65(105)(zzzh)) Value of Taxable Service:
The value of taxable service shall be the gross amount charged by the service provider for providing
such service and the money value of any other consideration ( if any) received for providing such
service. The value of taxable service shall be determined as per the provisions made under section 67
of the Finance Act, read with Service Tax (Determination of Value ) Rules, 2006 Who is responsible
to pay Service Tax: The service provider is responsible to pay service tax. However, in cases, where
the provider of taxable service is located outside India and the recipient of service is located in India,
the recipient of service is responsible for payment of service tax. The responsibility to pay service tax
under such situations is determined by the provisions made under section 66A of the Finance Act,
1994, read with Taxation of Services (Provided from outside India and received in India) Rules, 2006
Scope of Service: Any sarvice provided or to be provided to any person, by any other person, in
relation to construction of complex is taxable under sub-clause (zzzh) of section 65(105) of the
Finance Act, 1994. “Construction of complex” has been defined under clause {30a) of section 65 of

the Finance Act, 1994. ‘Residential complex” has been defined under clause {91a) of section 65 of the
Finance Act, 1994.

Construction of new building or civil structures used for commercial or industrial purposes
and repair, alteration or restoration activities of such buildings or civil structures is liable to service
tax since 2004. In this year’s budget the construction of new residential complex or a part thereof is

also covered under service tax. The term of “construction of complex” is defined under section 65
(30a) of the Finance Act 1994. It covers,

construction of a new residential complex;

completion and finishing services in relation to a residential complex, whether or not new;
repair, alteration, etc. in relation to residential complex, whether or not new.

This service would generally cover construction services in respect of residential comnlevac
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-

(i} & building or buildings located within a premises;

(ii} total number of residential units within the said premises are more than twelve;
-(iii) having common area;

(iv) having common facilities or services; and

(v) layout of the premises has been approved by the appropriate authority. Common area would
include roads, staircases and other similar areas where residents of the residential complex have
easement rights. The list of facilities prescribed is merely illustrative and not exhaustive. Some
residential complexes may also contain other facilities such as market or shopping complex, schools,
security, banks, gymnasium, health club, sports facilities, power back up and the like.

However, residential complex having only 12 or less residential units would not be taxable.
Similarly, residential complex constructed by an individual, which is intended for personal use as
residence and is constructed by directly availing services of a construction service provider, is also not
covered under the scope of the service tax and not taxable.

Post construction, completion and finishing services such as glazing, plastering, painting, floor and
wall tiling, wall covering and wall papering, wood and metal joinery and carpentry and similar services
done in relation to a residential complex, whether or not new, would be included as part of the
construction activity of residential complexes for the purpose of levy of service tax.

The taxable service is the service provided in relation to construction of a residential complex.
Service tax would be payable only on the gross amount charged by the service provider for the
construction service provided and it would not include the cost of land and stamp duty paid for
registration of land, However, notification No. 18/2005 -ST dated 7/6/05 provides option to avail

abatement and pay service tax only on 33% of the gross amount charged, subject to fulfiiment of
conditions specified in the notification.

Repair, alteration, renovation or restoration of residential complexes would also be liable to service

tax. Such services provided in relation to residential complexes which are in existence before the levy
has come into force and are not new would also be liable to be taxed.

(Ref: Board’s Circular No. F.No.B1/ 6 /2005-TRU dated 27.07.2005)

General Exemptions:

Sr.No. | Notification No. |Nature of exemption

1 16/2002 Services provided to United nations or any International Organisation

2 12/2003 Exemption to value of goods and material sold during the course of
providing taxable service, subject to conditions laid down in the
notification,

3 4/2004 Service provided to a developer of Special Economic Zone or Unit located
in SEZ _

4 6/2005 Exemption from service tax for taxable services upto gross value of Rs. 4
lakhs, in case of service providers whose gross turnover for the preceding
financial year was less than Rs. 4 lakhs ( w.e.f 01.04.2005)
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' NOTIFICATION NO 15/2004-Service Tax

NOTIFICATION NO . H

15/2004-Service Tax, Dated: September 10, 2004 \\,

In exercise of the powers conferred by sub-section (1) of section 93 of the Finance Act, 1994 (32 of
1994), the Central Government, being satisfied that it is necessary in the public interest so to do,
hereby exempts the taxable service provided by a commercial concern to any person, in relatlon to
constructfon service, from so much of the service tax leviable thereon under section 66 of the said
Act, as is in excess of the service tax calculated on a value which is equivalent to thirty-three per
cent. of the gross amount charged from .any person by such commercial concern for providing the

L

said taxable service:

Provided that this exemption shall not apply in such cases where -

i the credit of duty paid on inputs or capital goods has been taken under the provisions of the
Cenvat Credit Rules, 2004; or

il the commercial concern has availed the benefit under the notification of the Government of
India, in the Ministry of Finance, (Department of Revenue) No. 12/2003-Service Tax, dated
the 20th June, 2003 [G.S.R. 503 (E), dated the 20th June, 2003].

[F.No. B2/8/2004-TRU]

(V. Sivasubramanian)
Deputy Secretary to the Government of India

Comments and questions: nmarwah@vsnl.com
Copyright © 1998 - 2004 Marwah & Associates. All rights reserved worldwide.
URL: http://www.servicetax.com




Circular No. F.No.B2/8/2004-TRU

To,
The
The

The

Madam

Subject

1.

F.No.B2/8/2004-TRU
Government of India
Ministiry of Finance
Department of Revenue
{Tax Research Unit)

ek ko
New Dethi , dated 10" September, 2004
Chief Commissioners of Central Excise and Service Tax (ALL)
Director Generals (ALL)
Commissioners of Central Excise and Service Tax {ALL),
Commissioners of Service Tax
/ Sir,

: Issues pertaining to Service Tax ~ regarding

The Finance Bill {No.2), 2004 has been enacted on 10.09.2004. With the enactment of the
Finance Bili,
A. The following new services have come under the service tax levy,-
I Business exhibition services
iI. Airport services
111, Transport of goods by air

1v. Survey and exploration of minerals

V. Opinion poll services

VI, Intellectual property services {other than copyrights)

VIIL. Forward contract services
VIII, Pandal or shamiana services

IX. Outdoor catering services

X. TV and radio programme production services
XI. Construction services (commercial and industrial buildings or civil )
structures) '

XII. Travel agents {other than air/rail travel agents)
B. The following taxable services get expanded to inctude, -
1 Commission and installation service to include erection service
1L Stock brokers to include sub-brokers
HI. Cable operators to include multi system operators
iv. Business auxiliary service to include activities refating to procurement of
inputs, production of goods (not amounting to manufacture) or provision
of services on behalf of a client.

V. Financial services to include some more specified financial services. Such
sarvices provided by nan-hanking finameinl rermamneg . Beedor e do oo



any other commercial concern are also being subjected to service tax.
VI. Tour operators to inctude such package tour operators who organize tours
involving different modes of transport.

C. The risk cover in life insurance becomes subject to levy of service tax.

D. The rate of service tax on all taxable services, including the new and expanded

services becomes 10%.

E. The education Cess of 2% of the service tax would be leviable on taxable services.
The scope of these changes is explained in the following paragraphs.
Education Cess on taxable serviges: FEducation cess on taxable services is imposed
under section 91 read with section 95 of the Finance {(No.2) Act, 2004. The cess would be
2% of the service tax levied and collected. Therefore, fully exempted taxable services would
not be subjected to cess. In case of a partial exemption, say by way of abatement, the cess
would be calculated on the net tax paid and not on the entire amount of tax that would have
been payable, but for the exemption.

Business exhibition servi

4.1 Business exhibition service is a service rendered to an exhibitor by an organizer of a
business exhibition that intends to market, promote, advertise or show case products or
services for growth in business of the producers or providers of such products or services.
Thus, organizers of events such as trade fairs, road shows, fashion shows, display show-
cases kept in airports, railway stations, hotels etc. would be covered under this new levy. A
display of consumer goods in shops or shopping centers for customers to select and
purchase would normally not attract any service tax, as normally no separate charges are
collected by the shop-keepers for displaying such goods. However, in case an amount is
collected for merely displaying an item, the same would be chargeable to service tax.
4.2 While event management service (a currently taxable service) also relates to organizing
such events, but in that case, the services are rendered to the organizer by an event
manager in relation to planning, promoting, organizing etc. Thus, an organizer of a business
exhibition is not covered under Event Management Services, but would be covered under
the new levy of *Business Exhibition Services’. Similarly, while services rendered in relation
to a circular, label, documents, hoardings or any other audio visual representation of a
product or service falls under ‘advertisement services’, the services relating to actual

exhibition or display of the product or services would fall under the category of ‘Business
Exhibition Services’”.

Airport services: Services provided in an airport or civil enclave, to any person by Airports
Authority of India (AAI), a person authorized by it, or any other person having charge of
management of an airport are taxable under this category. This includes variety of services
provided to airlines, as well as for cargo and passenger handling such as security, transit
facilities, fanding charges, terminal navigation charges, parking and housing charges and
route navigation facility charges. It would be on the gross amount chargeable by AAI or
other such authorized person. Thus, charges such as royalty, license fees etc. collected by
AAI from other service providers at the airport such as ground handling, security, common
user terminal services etc. are chargeable to service tax. However, in case a part of airport/
civil enciave premises is rented / leased out, the rental/lease charges would not be
subjected to service tax, as the activity of letting out premises is not rendering a service.

Transport of goods by air: Services provided by an aircraft operator (i.e. commercial
concern like an airlines) in relation to transport of goods by an aircraft falls under this
category. Thus, in addition to the actua! air-freight charges, all charges collected towards
storing, handling, loadina/unloading fdone in relation o =ir Fromemmebatinm af ooy L. o
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airlines are also chargeable to this levy.
Survey and exploration of minerals: The service tax would be leviable when the service
of survey and exploration of minerals is provided by any person to a customer. The survey
and exploration may result in locating ores, crude etc. Subsequent to survey and
exploration, the mineral is extracted and transported for refining, processing and
production. The service tax under this category would be limited to the services rendered in
relation to survey and exploration only and not on the activity of actual extraction after the
survey and exploration is complete. The transport, refining, processing or production of the
extracted products would also be out of the ambit of service tax. Activities such as seismic
survey, collection/ processing/interpretation of data and drilling or testing in relation to
survey and exploration would, however, fall within the ambit of taxable service.
Opinion poll services: Services provided by an opinion poli agency (i.e. any person
providing that service) in relation to opinion polls are taxable under this category. Opinion
polt means securing information on public opinions regarding social, econornic, political and
other issues. The term ‘securing’ would include activities like selecting the target groups,
preparing questionnaires, gathering opinions from such target groups, collating their
responses, drawing conclusions or analyzing trends and preparing reports based thereon. A
similar service i.e. ‘market research agency service’ is taxable since 1998. However, that
service Includes conducting of market research in relation to products, services and
utilities. Opinion polls conducted to secure information on economic issues do not include
such market researches about specific products, services or utilities. Therefore, obtaining
opinion of general public on economic issues like price rise, reaction of people to certain
government or corporate policies etc., would fall under the category of opinion poll services
while information gathered in relation to specific products, services etc. would fall under
‘market research agency service’.

ntell al r i r h ights):
9.1 Intellectual property emerges from application of inteflect, which may be in the form of
an invention, design, product, process, technology, book, goodwill ete. In India, legisiations
are made in respect of certain Intellectual Property Rights (i.e.IPRs) such as patents,
copyrights, trademarks and designs. The definition of taxable service includes only such
IPRs (except copyright) that are prescribed under law for the time being in force. As the
phrase ‘law for the time being in force’ implies such laws as are applicable in India, IPRs
covered under Indian law in force at present alone are chargeable to service tax and IPRs
like integrated circuits or undisclosed information (not covered by Indian law} would not be
covered under taxable services.
9.2 A permanent transfer of intellectual property right does not amount to rendering of
service. On such transfer, the person selling these rights no longer remains a ‘holder of
intellectual property right’ so as to come under the purview of taxable service. Thus, there
would not be any service tax on permanent transfer of IPRs
9.3 In case a transfer or use of an IPR attracts cess under Section 3 of the Research and
Development Cess Act, 1986, the cess amount $o paid would be deductible from the total
service tax payable. (refer notification No.17/2004-5T, dated 10.09.2004).
Forward contract services: As per the provisions of Forward Contract (Regulation) Act,
1952, a forward contract is a contract for delivery of goods, which is not a ready delivery
contract. For commodities notified under the Act, forward contracts can be entered into
only through members of association recognized under that Act. For other commuodities,
future trading can be done through associations registered with Forward Market
Commission. The levy of service tax under thic cafommms i am b oo .
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members of such associations (commonly called as commodity exchanges) to any person in
relation o forward contracts.
Pan r hamian rvic nd ut teri servi
11.1 A person providing services, directly or indirectly, in connection with preparation,
arrangement, erection or deccration of a pandal or shamiana (i.e. a place specially prepared
for organizing official, social or business functions) is a ‘pandal or shamiana contractor.
Service provided by him in any such manner, including that of a caterer is liable to service
tax  under the category of ‘Pandal or Shamiana Contractor service’,
11.2 Similarly, catering services provided by a caterer at a place other than his own place is
taxable as ‘outdoor catering service’,
11.2 The following abatement/exemptions have been allowed in respect of -
(A) Outdoor caterer:
1. 50% abatement, when bill includes charges for food also (refer notification no.
20/04-57, dated 10.05.2004)
2. Full exemption, to caterers providing service in academic institutions, medical
establishments or raitway trains {refer notification no.19 & 21 /04-ST, both dated
10.69.2004)

(B) Pandal Shamiana: 30% abatement, when bill includes charges for food also (refer
notification no.22/04-ST, dated 10.09.2004)
11.4 1t is clarified that pandal/shamiana services provided for pure religious ceremonies or
congregation, for example, for worship of Gods/ Goddesses, are not liable to service tax. It
is also clarified that in case a café, hotels, restaurants ete. delivers food to home and no

charge, other than that for the cost of the foods, is charged (i.e. free home delivery) no
service tax is leviable.

TV _and radio programme production: Services provided by a TV or radio programme

producer have been brought under the purview of taxable service. Any programme
produced (or any service rendered in connection of producing such programme) by a
comr{wercial programme producer, for telecasting/ radio transmission by a broadcaster
would fall under this category of taxable service including cases where a programme is sold
te the broadcaster, However, a service rendered by an employee of the service receiver (i.e.

the broadcaster) or by an amateur photographer who, say, shoots a footage for himself,
would not be charged to service tax.

nstructi rvi mmercial and industrial ildings or cjvil_stry
13.1 Services provided by a commercial concern in relation to construction, repairs,
alteration or restoration of such buildings, civil structures or parts thereof which are used,
occupied or engaged for the purposes of commerce and industry are covered under this new
levy. In this case the service is essentially provided to a person who gets such constructions
etc. done, by a building or civil contractor., Estate builders who construct buildings/ civil
structures for themselves (for their own use, renting it out or for selling it subsequently) are
not taxable service providers. However, if such real estate owners hire contractor/
contractors, the payment made to such contractor would be subjected to service tax under
this head. The tax is limited only in case the service is provided by a commercial concern.
Thus service provided by a laborer engaged directly by the property owner or a contractor
who does not have a business establishment would not be subject to service tax.
13.2 The leviability of service tax would depend primarily upon whether the building or civil
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structure is ‘used, or to be used’ for commerce or industry. The information about this has
to be gathered from the approved plan of the building or civil construction. Such
canstructions which are for the use of organizations or institutions being established solely
for educational, religious, charitable, health, sanitation or philanthropic purposes and not for
the purposes of profit are not taxable, being non-commercial in nature. Generally,
government buildings or civil constructions are used for residential, office purposes or for
providing civic amenities. Thus, normally government constructions would not be taxable.
However, if such constructions are for commercial purposes like local government bodies
getting shops constructed for letting them out, such activity would be commercial and
builders would be subjected to service tax.
13.3 In case of multi-purpose buildings such as residential cum commercial construction,
tax would be leviable in case such immovable property Is treated as a commercial property
under the local/ municipal laws.
13.4 The definition of service specifically excludes construction of roads, airports, railway.
transport terminals, bridge, tunnel, long distance pipelines and dams.. In this regard it is
clarified that any pipeline other than those running within an industrial and commercial
establishment such as a factory, refinery and similar industrial establishments are long
distance pipelines. Thus, construction of pipeline running within such an industrial and
commercial establishment is within the scope of the levy.
13.5 The gross value charged by the building contractors include the material cost, namely,
the cost of cement, steel, fittings and fixtures! tiles etc. Under the Cenvat Credit Rules,
2004, the service provider can take credit of excise duty paid on such inputs. However, it
has been pointe’d out that these materials are normally procured from the market and are
not covered under the duty paying documents. Further, a general exemption is available to

goods sold during the course of providing service (Notification No. 12/2003-ST) but the

e)éemption is subject to the condition of availability of documentary proof specially indicating
-the value of the goods sold: Tn case of & composite contract, Bifurcation oF value oF goods

seld is often difﬁcq!g:,mgpnsidering l:ﬁég_c—;e_f_a_gpg_,ﬁgn Epatement of 67% has been provided in
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case of composite contracts where the gross amount charged includes the vaiue of material

cost. (refer notification No.15/04-ST, dated 10.59:55625':This would, however, be oﬁéiéﬁ";T

‘subject to 't_}ié“éaﬁa'i’fib’ﬁ'Eﬁéi’fﬁiiﬁf‘“’c?édiﬁf“" Ut goods, capital goods and no b

notification no. 12/2003-5T) of exemption towards cost of goods are avai
nsion rvi
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installation an missionin: rection servi H

Service tax was levied on commissioning and instaliation of plant, machinery and eguipment
w.e.f. 1.7.2003. The general practice is that ‘erection, commissioning and installation® are
contracted as a composite package. There have been a number of doubts and queries
regarding the distinction between erection and commissioning/installation. Erection wouid
refer to the civil works to instaIlation/commissioning of a plant or machinery. In this year's
budget, the scope of service tax under installation and commissioning is being extended to
include erection also. Erection involves civil works, which would otherwise fall under the
category of construction services. However, in case of a composite contract for erection,
commissioning and installation, the erection charges would be taxed as part of this category
of service.

Extension of service tax on aijr travel a ents and rail travel nts to other travel
agents: At present, service tax is leviable on air travel agents and rail travel agents. Travel
agents of other modes of transport {road, water} are not covered under service tax. The
scope of service tax has been extended to include ali trave! agents. The taxable service is
the service provided by travel agent in relation to the hookinn ~f macecam e Foe . 1 L
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modes other than air and road. The value of taxable service would be the commission/fee
charged by the travel agent from the customer.

Sub-brokers : Services provided by brokers, sub-brokers to investors in connection with
sale and purchase of securities listed on recognized stock exchanges would be subjected to
service tax.

XEENSION OF S¢ ‘ X O -..'""— > L0 1 SYSIC Opera ]
cable TV services, broadeast channels transmit television signals to multi system operators
{MSQ) who further send them to the cable operator. The services provided by the MSOs to
the cable operators have been made taxable.

Expansion of —Business =~ = guxiliary  _  service
18.1 The scope of an existing taxable service {i.e. Business Auxiliary Service) has been
expanded to include activities relating to procurement of inputs, production of goods {not
amounting to manufacture) or provision of services on behalf of a client. The tax is leviable
onfy when the service provider is a commercial concera.
18.2 The pre-budget definition of Business auxiliary Service covered services, which relate
to the sale and marketing side of a business. However, the auxiliary services which relate to
procurements, inventory, production (or provision in case of services) were not covered.
The present definition intends to bring all business auxiliary services relating to
procurement, inventory and production under service tax. Thus, the procurements of input,
capital goods or input services as defined in the CENVAT Credit Rules, by a commercial
concern for a client i.e. a8 person producing goods or providing services would be now
taxable under this category. Similarty, if a commercialt concern produces goods on behalf of
the client or provides service on behalf of a client, such activities would come under the
scope of this service, unless the activity of service provider amount to manufacture in terms
of the central excise law. The aim of all such activities is production of goods or provision of
services, the whole or part of which is being carried out by the service provider (i.e. the
agent) on behalf of the client. Such activities include procurements, productions or service
providing activities done for the client,
18.3 The service tax is, however, being restricted to only those cases where the service
provider is a factory governed by the Factories Act, 1948, a company established by or
under the Companies Act, 1956 or a corporation or a body corporate established by or
under any law, partnership firms (whether or not registered), societies registered under
Societies Registration Act, 1860 or under any law and any co-operative society established
by or under any taw. However, services in relation to agriculture, printing, textile processing
and education would remain exempt even if provided by such service providers. (refer
Notification no.14/04-5T, dated 10.09.2004}

Expansion of banking = and _  other financia) services
19.1 The existing taxable service i.e., ‘banking and other financial services’, has been
expanded both in terms of ity coverage and the types of service providers. Financial services
would now also include specified financial services, namely, lending, issue of pay order,
demand draft, cheque, letter of credit, bill of exchange, providing a bank guarantee,
overdraft facility, bill discounting, safe deposit lockers, or safe vaults and operation of bank
accounts. - The interest amournt would, however, remain excluded from the purview of
service tax. In addition to banking company, financial institution including 2 non-banking

financing company, body corporate and any other commercial concern providing financial
services will aiso be

covered.
19.2 The ‘interest on loans’ has been specifically excluded by way of amendment to the

provisions relating to vaiuation (S.67). All such interests that ara in vhe aee on oo o
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on loans would thus remain excluded from taxable value. Further, clarifications on these
issues wouid be issued shortly.
19.3 Collection and other bank charges in relation to taxes / duties collected on behalf of
the Union/State Governments and Union Territories have been exempted from service tax,
(refer notification No. 13/04-ST, dated 10.09.2004)

ion of r rator rvi r i ifferen
modes of transport : At present, tour operator Ser‘vice covers package tour operators
also. However, under the present definition, such package tours attract service tax only if
such tours involve modes of transport other than road (say a combination of air-rail-cab
travel). The definition of tour operator has been suitably expanded, While the existing levy
on tour operators engaged in operating tours in tourist vehicles remains as such, in case of
a package tour (which are planned, scheduled, organized or arranged by tour operators),
the scope of the levy is being extended by removing the limitation regarding transportation
by tourist vehicles only. Such tourist operators would be subjected to service tax
irrespective of the mode of transport used during such tours. The abatements (notification
no.39/97-ST) in case of package tour operators {providing transportation and
accommodation) would remain at 60%.
21.1 In Budget 2004, it has been decided to levy service tax on that portion of the service
which pertains to risk element. The levy would not be applicable to such premium of the
existing policies, which were paid before the new levy comes into force.
21.2 1t has been provided that in the case of composite policies (risk plus saving) fife
insurer can at his option pay 1% of the total premium towards discharge of service tax
liability. This shall not be applicable in case an insurance policy is towards risk only or where
the premium gives details of risk premium and other premium separately. (refer notification
No. 11/04-ST, dated 10.09.2004). However, those insurance companies who want to pay
tax on risk premium as certified by the Appointed Actuary on a company basis can do so,
The insurance companies may be allowed to pay monthly service tax provisionally, based on
estimates. The monthly estimated (i.e. provisional) duty payment for the entire company
would be based on a provisional certificate issued by the Appointed Actuary, subject to final
certification at the end of the year. At the end of the financial year, when the sum at risk is
calculated and certified by the Actuary, the liabilities would be finalized and the companies
would pay the balance tax or adjust the excess tax paid.

Vv ional and Recreati i hing Insti * Vocational and recreational training -

institutes have been exempted from service tax. (refer notification No0.24/04-ST, dated
10.09.04) ‘

Service tax on IT industry:
Taxable services provided in respect of Enterprise Resource Flanning (ERP} software
systems by a management consultant for management of any organization has been
exempted. (refer Notification no. 16/04-5T, dated 10.09.2004).
23.5 Notification no. 8/2003-ST exempts services provided by call centres. For this
notification, call centres mean a comimercial concern which provides assistance, help or
information, through telephone on behalf of another person. The definition of call centres
has been modified as 'a commercial concern which provides assistance,

help or information
or contacts current or prospective customers for sales, telemarketing, payments through

telephone, lease lines, satellite links, mail fax, web chat and using information systems for

monitoring and recording information on behalf of another person’. (refer to notification No.
12/04-ST, dated 10.09.2004)



25,

26.

27.

28,

29,

30.

where —abatements are. - allowed
24.1 In cases of specified services, like tour operators, rent-a-cab, mandap-keeper
providing catering services, erection, commissioning and installation etc., abatements are
allowed to neutralize the cost of materials/goods supplied or used during the course of
provision of service. These abatements were aliowed when cross credit of excise duty and
service tax was not available. Service tax like Cenvat is basically a value added tax which is
operated through credit mechanism. It is being provided that in all such cases, the
abatement would be conditional, subject to non-availment of input goods and capital goods
credit under the new Cenvat Credit Rule, 2004 and also non availment of benefit under
notification no 12/2003-ST. (refer notification No. 12/04-ST, dated 10.09.2004) The credit
of input services would, however, be available.
24.2 Exemption no. 12/2003-ST provides that the value of goods and materials sold by the
service provider during the course of providing service shall remain exciuded from value of
taxable service subject to production of documentary proof of value of such sale. It is being
provided that benefit of abatement would not be available to any service provider availing
this concession. Also, this concession would be subject to condition that either no CENVAT
credit has been availed on such goods or if already availed, it is reversed prior to the sale of
such goods. ( refer notification No. 12/04-ST, dated 10.09.2004)

¥ f i i ri i in_r i
computer soffware.: The exemption to services provided by a consulting engineer in
relation to computer software (notification No. 4/99-ST) has been withdrawn (refer
notification no. 23/04-ST, dated 10.09.2004).
mmummwmwmz In pursuance to an
agreement between the Government and representatives of the transport industry, a
Committee has been set up to look into appropriate mechanism/modalities for collection and
payment of service tax by commercial concerns and the rules/notifications will be finalized
in consultation with the Committee. The Committee would give its report within two
months. In terms of the agreement,, the tax would be levied and coilected in a manner to be
notified. No tax would, therefore, be payable by the goods transport agency till such time
government comes out with the relevant rules/ notifications prescribing the modalities for
tevy and collection.
Many of the services covered under fresh levies may include activities that were taxable
earlier under different category of taxable services. While the classification of a taxable
service would be in terms of section 65A of the Finance Act, 1994, it should be ensured that
there is no double taxation and a service is taxed only once under the appropriate category.
Notification Nos 18 and 25/04-ST dated 10.9.2004 have been issued so as to exempt the
pPayments received by the service provider before 10% September, 2004 in respect of new
services and expanded services.
The CENVAT Credit Rules, 2004 have been issued alfowing credit across goods and services
(refer Notification No.23/04-CE(NT), dated 10.09.2004).
The above changes may be immediately brought to the notice of tha field formations and
the trade. All possible assistance and facilitation may be provided to providers of such
services who have been subjected to the above changes, so that the implementation of

these new levies or other changes is smooth and the tax payers do not face any problem in
this regard.
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