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I. AMENDMENTS EFFECTIVE FROM 1st MARCH, 2013
1. Amendment in abatement (exemption) rate for Construction of Complex, building, etc.
[Notification 02/2013-ST dated 1st March, 2013]

1.1. By virtue of notification no. 26/2012-ST dated 20th July, 2012, abatement (exemption) @ 75% was available for Construction of Complex, building, civil structure or a part thereof intended for a sale to a buyer.

1.2. W.e.f. 1st March, 2013 the said abatement (exemption) rate has been reduced from 75% to 70% for all constructions except in case of construction of residential unit having carpet area upto 2000 square feet or where the amount charged is less than Rs. 1 Crore.

1.3. Now, effective from 8th May, 2013, vide Notification No. 9/2013-ST, dated the even date the aforesaid is amended as under: 
	Description
	% of Abatement

	Construction of Residential units having carpet area of less than 2000 square feet and where the amount charged is less than Rs. 1 Crore 


	75%

	Construction of Residential units having carpet area of 2000 or more than 2000 square feet or where the amount charged is Rs. 1 Crore or above
	70%

	Any other construction including commercial and industrial 
	70%


1.4. Further, the rate of abatement would be 75% only in cases where the construction is of residential units, whereas if the construction is of any commercial or industrial units having carpet area of less than 2000 square feet or amount charged is less than Rs. 1 Crore then also the service tax will be applicable at higher rate i.e. 12.36% on 70%.

1.5. Further, the rate of abatement would be 75% only in cases where the construction is of residential units, whereas if the construction is of any commercial or industrial units having carpet area upto 2000 square feet or amount charged is less than Rs. 1 Crore then also the service tax will be applicable at higher rate i.e. 12.36% on 70%.
1.6. For on-going projects, as per the Point of Taxation Rules, 2011, if any of the two of the following events is before 1st March, 2013 or 8th May, 2013, as the case may be, then service tax rate shall be the rate applicable at the time of the said two events 
1.6.1. Provision of service or

1.6.2. Issuance of Invoice or

1.6.3. Receipt of payment.
II. AMENDMENTS EFFECTIVE FROM 1st APRIL, 2013
2. Amendments in Mega Exemption Notification No. 25/2012-ST dated 20th June, 2012
[Notification 3/2013-ST dated 1st March, 2013]

2.1. Educational Institution (entry no. 9):
2.1.1. Earlier, auxiliary educational services and renting of immovable property services to or by an educational institution in respect of education exempted from service tax were exempted.
2.1.2. W.e.f. 1st April, 2013 the said services provided only to the educational institution in respect of education exempted from service tax is exempted.
2.1.3. Thus, the said auxiliary educational services or any immovable property provided by such educational institutional would now be taxable.
2.2. Temporary transfer or permitting the use or enjoyment of a Copyright (entry no. 15):
2.2.1. Earlier, temporary transfer or permitting the use or enjoyment of a copyright relating to cinematograph films was exempted.

2.2.2. W.e.f. 1st April, 2013 
only the said services relating to the cinematograph films used only for exhibition in a cinema hall or cinema theatre are exempted.
2.2.3. Thus, the aforesaid services relating to the cinematograph films used by channel broadcasters shall be taxable and now the film maker can take the CENVAT of Service Tax on input services used for making of film.
2.2.4. Impact of Cenvat Credit of Service tax paid for Input Services due to changes in service tax applicability on Copyright is tabulated below:
	PERIOD
	INPUT
	OUTPUT
	IMPACT

	Upto June 2012
	Not taxable
	Taxable 
	No question of Cenvat Credit

	July 2012 to March 2013
	Taxable
	Not taxable
	Cost Increased

	April 2013 onwards
	Taxable
	Partly taxable
	???


2.3. Restaurants, eating joints or mess (entry no. 19):

2.3.1. Earlier, service tax was applicable for services provided in relation to serving of food or beverages only to those restaurants, eating joints or mess having (i) the facility of air-conditioning or central air-heating in any part of the establishment, at any time during the year, and (ii) a license to serve alcoholic beverages.
2.3.2. W.e.f. 1st April, 2013 all restaurants, eating joints or mess having the facility of air-conditioning or central air-heating in any part of the establishment, at any time during the year shall be liable to service tax.
2.3.3. Thus, the condition to have a license to serve alcoholic beverages has been dispensed off with.
2.4. Transportation by rail or vessel of specified goods (entry no. 20):
2.4.1. Earlier, transportation of petroleum and petroleum products falling under specified Chapter heading, postal mail or mail bags and household effects by rail or vessel from one place in India to another was exempted.
2.4.2. W.e.f. 1st April, 2013 these exemptions has been withdrawn and hence the transportation of aforesaid goods by rail or vessel shall be liable to service tax.

2.4.3. The effect of the aforesaid withdrawal of exemption would be that the movers or packers into the business of transportation of household effects would now get covered under the service tax ambit.

2.5. Services of Goods Transportation Agency (GTA) (entry no. 21):
2.5.1. The scope of exemption of services provided by the GTA by way of transportation has been enhanced to include following goods also for exemption:
2.5.1.1. Agricultural produce,
2.5.1.2. Foodstuff including flours, tea, coffee, jaggery, sugar, milk products, salt and edible oil, excluding alcoholic beverages,
2.5.1.3. Chemical fertilizer and oilcakes,

2.5.1.4. Newspaper or magazines registered with the Registrar of Newspapers

2.5.1.5. Relief materials meant for victims of natural or man-made disasters, calamities, accidents or mishap

2.5.1.6. Defence or military equipments

2.5.2. Earlier, transportation of only specific foodstuff like fruits, vegetables, eggs, milk, food grains or pulses were exempted now all foodstuff are covered in the said exemption.
2.5.3. The value based exemptions of Rs. 1,500/- and Rs. 750/- are still available.
2.6. Vehicle Parking(entry no. 24):

2.6.1. Earlier, services by way of vehicle parking to general public were exempted from service tax.

2.6.2. W.e.f. 1st April, 2013 the said entry is omitted, hence vehicle parking to general public services shall be liable to service tax.

2.6.3. Thus, parking facilities in malls, cinema halls, roads, etc. available to general public shall now be chargeable to service tax.
2.7. Services Provided to Government, etc. [entry no. 25(b)]:

2.7.1. Earlier, service provided to Government, a local authority or a governmental authority by way of repair or maintenance of a vessel or aircraft is exempt.
2.7.2. W.e.f. 1st April, 2013 the said entry is omitted.

2.8. Charitable Trust and charitable activities [(Clause 2(k)(v) relating to entry no. 4 & 34(b)]:

2.8.1. Earlier, services provided by the entities registered under Section 12AA of the Income Tax Act, 1961 by way of advancement of any object of general public utility upto specified values were exempted.
2.8.2. W.e.f. 1st April, 2013 the said services by the said entities shall be liable to service tax, as the said exemption has been omitted.
III. CHANGES EFFECTIVE FROM DATE OF ENACTMENT OF FINANCE BILL 2013 (10th MAY, 2013)
3. Amendment in Negative list 

3.1. Approved Vocational courses [Section 65B(11)]
3.1.1. Earlier only those Vocational courses were exempted which were affiliated to National Council for Vocational Training. Now, existing definition is amended by way of an addition, wherein a vocational course affiliated to State Council for Vocational Training will also not attract service tax. 

3.1.2. Further a course affiliated to National Skill Development Corporation was covered under this definition and was covered under Negative list. Now this clause is deleted and any such course will attract service tax.
3.2. Process amounting to manufacture or production of goods [Section 65B(40)]
3.2.1. Earlier, activities of manufacturing Medical or toiletries were not covered under Central Excise Act. This included soaps, medicines, and other similar items. So any manufacturing of such items would have attracted service tax as well as Excise duty under Medicinal and Toilet Preparations (Excise Duties) Act, 1955.

3.2.2. Now, w.e.f. 10th May, 2013 Process amounting to manufacture or production of goods covers even activities which amount to manufacture and attracts duties under Medicinal and Toilet Preparations (Excise Duties) Act, 1955, hence no service tax is applicable on the manufacture of the said items. 
3.2.3. This amendment will benefit pharmacy industry at large.
3.3. Negative list relating to agricultural or agricultural produce [Section 66D(i)]
3.3.1. This clause under negative list covers various agricultural operation and included seed testing. The word ‘seed’ is deleted now. 

3.3.2. The effect of this deletion is that there is expansion in the said clause and will include all testing related to agricultural operations in the given clause. 

4. Amendment in Adjudication, Penalty and Prosecution Provisions 
4.1. Adjudication [Section 73 (2A)]
4.1.1. A new section is introduced wherein if any appellate authority or court concludes that the extended period is not sustainable then the Central Excise Officer shall determine the service tax payable by such person for the period of eighteen month.
4.2. Penalty relating to failure to take registration [Section 77(1)]
4.2.1. This Section provides for penalty for failure to take registration under service tax. 
4.2.2. Earlier this section provided for a penalty extending upto of Rs. 10,000 or Rs. Two hundred for every day during which such failure continues, whichever is higher.

4.2.3. Now vide this amendment it restricts the maximum penalty under this Section to Rs. 10,000.

4.2.4. For example, let’s say an assessee was liable to pay service tax from 1st April 2012 and as per law, he should have taken registration within 30 days from the date he is liable to pay service tax i.e. before 1st May 2012, but applies for registration at the end of one year.

4.2.5. Earlier the penalty would have been higher of Rs 10,000 or Rs. 67,000     [(365 days – 30 days) * Rs 200)].

4.2.6. Now after amendment, maximum penalty for non registration would be Rs. 10,000 only.
4.3. Default by company concerned person also liable to penalty [Section 78A]
4.3.1. A new section is inserted wherein if a company defaults for any of the following reasons - 
(a) Evasion of service tax; or

(b) Issuance of invoice, bill or, as the case may be, a challan without provision of taxable service in violation of the rules made under the provisions of this Chapter; or

(c) Availment and utilisation of credit of taxes or duty without actual receipt of taxable service or excisable goods either fully or partially in violation of the rules made under the provisions of this Chapter; or

(d) Failure to pay any amount collected as service tax to the credit of the Central Government beyond a period of six months from the date on which such payment becomes due, then

any director, manager, secretary or other officer of such company, who at the time of such contravention was in charge of, and was responsible to, the company for the conduct of business of such company and was knowingly concerned with such contravention, shall be liable to a penalty which may extend to one lakh rupees.
4.4. Application of certain provisions of Act 1 of 1944 [Central Excise] [Section 83]
4.4.1. Section 9A(2) of Central Excise Act provides for certain offences to be non-cognizable.

4.4.2. As defined by first schedule of Code of Criminal Procedure in criminal justice system of India, a cognizable offence is a criminal offence in which the police is empowered to arrest an accused without a court issued warrant. 

4.4.3. A non-cognizable offence is an offence in which police has no authority to arrest without warrant. 
4.5. Offences and Penalties [Section 89]
4.5.1. The provisions relating to Offences and Penalties are tabulated below:

	Offence
	Nature
	Punishment

	
	
	First
	Subsequent

	(a) Knowingly evades the payment of service tax

	(i) Rs. 50 Lakhs or less
	NCB
	1 Yr.
	3 Yrs.

	(ii) Exceeds Rs. 50 Lakhs
	NCB
	3 Yrs.
	3 Yrs.

	(b) Avails and Utilises credit of taxes or duty without actual receipt of taxable service or excisable goods either fully or partially 

	(i) Rs. 50 Lakhs or less
	NCB
	1 Yr.
	3 Yrs.

	(ii) Exceeds Rs. 50 Lakhs
	NCB
	3 Yrs.
	3 Yrs.

	(c) Maintains false books of account or fails to supply any information which he is required to supply or supplies false information

	(i) Rs. 50 Lakhs or less
	NCB
	1 Yr.
	3 Yrs.

	(ii) Exceeds Rs. 50 Lakhs
	NCB
	3 Yrs.
	3 Yrs.

	(d) Collects any amount as service tax but fails to pay the amount so collected to the credit of the Central Government beyond a period of 6 months from the date on which such payment becomes due

	(i) Rs. 50 Lakhs or less
	NCB
	1 Yr.
	3 Yrs.

	(ii) Exceeds Rs. 50 Lakhs
	Cognizable
	7 Yrs.
	7 Yrs.


Note: NCB means Non-Cognizable and bailable
4.6. Cognizance of Offences and powers to arrest the defaulter assessee [Section 90 and Section 91]
4.6.1. The provisions relating to arrest of persons for offences under the Act are introduced. These provisions are summarized below:

(i) Offences are divided into two categories – 

(a) Cognizable offences i.e. where the person can be arrested without ‘warrant’; and

(b) Non-cognizable offences [i.e. offences other than (a) above].

(ii) Failure to pay tax collected beyond 6 months from due date where the ‘amount’ exceeds Rs. 50 lakhs is the only cognizable offence. All other punishable offences (viz., knowingly evading service tax, availing bogus credits, supplying false information, etc.) are non-cognizable offences.

(iii) If the Commissioner of Central Excise has reason to believe that any person has committed an offence u/s. 89 of the Act where the ‘amount’ exceeds Rs. 50 lakhs he may, by general or special order, authorise any officer of Central Excise, not below the rank of Superintendent of Central Excise, to arrest such person.
(iv) Where a person is arrested for any cognizable offence, every officer authorised to arrest a person shall, inform such person of the grounds of arrest and produce him before a magistrate within 24 hours.

(v) In the case of a non-cognizable and bailable offence, the Assistant/ Deputy Commissioner, shall, for the purpose of releasing an arrested person on bail or otherwise, have the same powers and be subject to the same provisions as an officer in charge of a police station has, and is subject to, under section 436 of the Code of Criminal Procedure, 1973. Section 436 of Code of Criminal Procedure, 1973 provides for the cases where bail maybe taken.
(vi) All arrests shall be carried out in accordance with the provisions of the Code of Criminal Procedure, 1973 relating to arrests.
5. Non taxability on Railways
5.1. Non taxability of service tax on Railways prior to 1st October 2012 [Section 99]
5.1.1. This section is introduced stating that no service tax will be leviable in respect of taxable service provided by the Indian Railways during the period prior to 1st day of October 2012.
IV. SERVICE TAX VOLUNTARY COMPLIANCE ENCOURAGEMENT SCHEME
6. Service tax Amnesty Scheme
6.1. Coverage of Scheme
The scheme is available in respect of any Service Tax or any other amount collected as service tax, Education Cess and S.H.E. Cess representing for period 1st October, 2007 to 31st December, 2012 which is outstanding or unpaid as on 1st March, 2013
6.2. Scheme is not available to:

6.2.1. A person who has filed his service tax return in Form ST-3 and who has declared his true liability without payment of such liability (either in part or full), such person shall not be eligible for ST VCES in respect of the period covered under such return.

6.2.2. Person who have been issued notice or an order of determination u/s 72, 73 or 73A on any issue for any period, then such person cannot avail benefit of ST VCES for same issue for future periods. However, no such restriction is applicable for same issue for period prior to period covered under notice or order.

6.2.3. Every person who has been issued a notice or order of determination of tax payable u/s 72, 73 or 73A in respect of the amount sought to be declared under ST VCES

6.2.4. Every person against whom an inquiry or investigation has been initiated by way of

a. Search of premises

b. Issuance of Summons

c. Required to produce accounts, documents or other evidence

and such inquiry is pending as on 1st March, 2013

6.2.5. Every person against whom an audit has been initiated and such audit is pending as on 1st March, 2013.
6.3. Procedure for ST VCES

6.3.1. Declaration in Form VCES-1 to be made on or before 31st December, 2013 and to be acknowledged by designated authority (generally, Assistant Commissioner) in Form VCES-2 within 7 working days
6.3.2. Pay atleast 50% of the tax payable as declared under ST VCES by 31st December, 2013 and intimate with proof of payment

6.3.3. Balance tax due to be paid by 30th June, 2014

6.3.4. In case of default in depositing final installment, then pay along with prescribed interest from 1st July, 2014 onwards and make such payment by 31st December, 2014

6.3.5. Intimate with proof of payment, details of all payments made under ST VCES along with copy of acknowledged declaration (Form VCES-2)
6.3.6. On full payment of tax dues and interest, acknowledgement of discharge of service tax liabilities to be issued to the person in Form VCES-3 within 7 working days

6.4. Implications of ST VCES

6.4.1. Immunity from penalty, interest and proceedings including late fee for non-filing of Service tax return in respect of amount declared and tax paid under ST VCES.

6.4.2. On issuance of acknowledgement  of discharge, such matter not to be reopened before any court or authority in respect of period covered under such declaration made under ST VCES

6.4.3. No refund of any amount paid under ST VCES under any circumstances.

6.4.4. Amount declared under ST VCES but not paid shall be recoverable u/s 87.

6.4.5. Commissioner of Central Excise shall issue a notice (deemed to be notice u/s 73 or 73A) within 1 year from the date of making declaration if he believes that the declaration is false.
6.5. Other important points for consideration
6.5.1. If a person is not a registered assessee, then it has to take registration first and then can opt for the VCES

6.5.2. Declarant cannot use CENVAT credit for payment of amount declared under VCES
6.5.3. Cases where the assessee is liable to pay only late filing fees for returns and there are no tax dues, such assessee cannot opt for VCES

----------------------------------------------------------------------------------------------------------------------------------------------------------

DISCLAIMER

The opinion and views expressed in this compilation are those of the compilers. The J.B. Nagar CPE Study Circle of WIRC does not necessarily concur with the same. While every care is taken to ensure the accuracy of the contents of this compilation, neither the compilers nor the J.B. Nagar CPE Study Circle of WIRC are liable for any inadvertent errors.
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