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CENTRAL WAREHOUSING CORPORATION Rz | pus s | o s

(A GOVT. OF INDIA UNDERTAKING)

No. CWC/FD-Taxation/ST (Gen)/11-12 - 11t July 2011

Service Tax Circular # 44

Subject = Implementation of Point of Taxation Rules, 2011.

Consequent upon the Point of Taxation Rules (PTR), 2011 introduced through the
Finance Act, 2011 w.e.f. 1st April 2011 becoming operative, the Corporation
had, vide its Service Tax Circular # 43 decided to avail the option available to
the Assessees u/r 9 to adopt these Rules, w.e.f. 15t July 2011. Accordingly, these
Rules (PTR) would be applicable to CWC w.e.f. 01.07.2011.

According to the Existing Provisions of Rule é(1) of Service Tax Rules, 1994, the
Service Tax was payable to the credit of the Central Government by 5t of the
Month (6t in case of Electronic Payments through Internet Banking) immediately
following the Calendar Month in which the Payment was received towards the
Taxable Service, thereby meaning that the Service Tax was earlier allowed to be
deposited in the Government Treasury on Realization Basis.

However, with the PTR coming into force, both the Rate of Service Tax as also the
Due Date for Payment of Service Tax would now be linked to the Point of
Taxation. As per PTR Rules, the Rate of Service Tax applicable to any Transaction
as well as the Due Date for discharge of the Service Tax Liability would now be
the Date of earliest Occurrence of any of the following 3 Events:

a. Receipt of Payment;

b. Raising of Bill or Invoice for the Services Rendered; or

c. Completion of Rendition of Service, if the Bill or Invoice thereof is not raised
within 14 Days from the completion of Service. '

In case, however, the Bill is raised within the Statutory Period of 14 Days as
required in Rule 4A of Service Tax Rules, 1994, the Liability for Payment of Service
Tax will generally arise on the Date, when such Bill or Invoice is raised. Similarly, in
case of Continuous Supply of Service, Point of Taxation for discharge of the
Service Tax Liability would be the Completion of certain pre-determined Events
or Milestones, when the Service Recipient is expected to make such Payment to
the Service Provider. Accordingly, in the case of General Warehousing under
Payment on Delivery Basis or the Abandoned or Long Standing Cargo or Time
Barred Bonds, the Point of Taxation would be the Rendition of Service, which in
these cases would be deemed to have been completed at the time of Delivery
of Stocks/Cargo to the extent of Stocks/Cargo delivered after Receipt of

Payment of Warehousing Charges.
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Though PTR have come into force from 1st April 2011, the Transitional Provision of
PTR (Rule 9) gives the Assessee an Option to follow PTR from 1st July, 2011 and
start depositing Service Tax on Accrual/Billing Basis in respect of Bills raised from
July 2011 onwards. However, where either the Service has been completed or
where Bills/Invoices have been raised on or before 30.06.2011, the Point of
Taxation shall, at the option of Tax Payer, be on Redadlization Basis even after
30.06.2011.

Accordingly, the Corporation would now be required o synchronize its Billing
with the Receipt of Payment or Completion of Rendition of Service, thereby
reducing its Points of Taxation (PoTs) to only 2 viz. either the Point of issuance of
Bill/Invoice or the Point of Receipt of Payment, for which CWC would have to
make certain changes in its System of Billing & Accountal of Revenue.

1: Storage & Warehousing:

a. General Warehousing - Reservation Basis:

i. Bills in the case of General Warehousing on Space Reservation Basis
would continue to be raised in Advance on Monthly Basis by 7t of
each Month.

ii. . Billsin the case of General Warehousing for ORC should invariably
be raised on the Last Working Day.

il Bills in respect of Stocks stored on Payment against Delivery Basis are
to be raised at the time of Delivery of Stocks, only for the Stocks
actually delivered, as the Warehousing Service in respect of such

Stocks would be deemed to have been completed with their
Delivery.

It may also be noted that the Format of Warehouse Receipt issued by the
Warehouse Manager at the time of acceptance of Goods for
Warehousing has necessary Space provided for mention of the Period of
Storage viz. the Date of deposit of Stock to the Date of Delivery of Stocks,
thereby meaning that the Service was completed soon after the Agreed
Period of Storage expired. For example, if the Goods were deposited for
storage from 01.7.2011 to 30.9.2011 i.e. for 3 Months, the Period of Storage
expires on the Last Day of September 2011, which points out completion of
Service on 30.09.2011. In such a case, it will be difficult to contend that the
Service would be complete on Actual Delivery of Material to the
Customer, which may take place after 30.9.2011. In order to avoid any
such objection, it is suggested that immediately after the Period from
.......... fo ............... the Words "or the Delivery thereof" may be printed
on the Warehouse Receipt to cover a Situation, where Service gets
completed on Actual Delivery of Goods to the Depositor.
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b. CFS/ICDs & Bonded Warehousing:

Bills in the case of CFS/ICDs & Bonded Warehousing are to be raised to the
extent of Advance received at the time of Receipt of Advance, where-
after the Final Bill is to be raised at the time of Delivery of Stocks.

Bills. in respect of Abandoned/Long Standing/Time Barred Bonds/Cargo
are to be raised on the Date of Realisation of Warehousing Charges.

c. Management Warehousing:

Bills in respect of Management Warehousing would continue to be raised
in Advance on Monthly Basis by 2nd of each Month.

2: Handling & Transportation Operations:

a. Bills for H&T Operations in respect of General Warehousing are presently
raised at any fime after receipt of H&T Bills from H&T Contractor appointed
by the Corporation for rendering the said Input Service, which at times, has
been taking even 30 to 40 days from the rendition of Service. However,
now onwards, the H&T Bills would have to be raised on Weekly Basis, for
which the H&T Contractor be advised to obtain the Work Slip on Daily Basis
and arrange to submit his Bills to the Regional Office [RO) within 3 Days of
the close of each Week, where-after the RO would be required to
invariably raise the Bill on the concerned Depositor within 2 Working Days.

b. Bills for H&T Operations in respect of CFS/ICDs, however, would continue to
be raised simultaneously at the time of rendition of Service.

3: CFS/ICDs under Strategic Alliance Management

Bills in respect of Fixed & Variable Fee for the CFS/ICDs operating under the
Strategic Alliance Management Contract (SAMC) would continue to be
raised on Monthly/Quarterly Basis separately in accordance with the Terms of
SAMC. '

4. Pest Control Services

Bills for the Pest Control Service rendered to the Casual Customers may
continue to be raised immediately on rendition of Service.

However, the Bills for the Bulk Customers, which, at present, are reportedly
being raised on Monthly/Quarterly Basis in accordance with the Terms of the
relevant Agreement/Contract, after.the end of relevant Month/Quarter,
would now have to be necessarily raised on Weekly Basis, preferably within 2

Working Days from the End of each Week.
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in view of the above, it is imperative that all the CFS/ICDs, Warehouses as also
the PCS Units ensure that the Bills/Invoices in respect of all Services rendered by
them are invariably raised immediately after the completion of respective
Service, or within 2 Working Days after the of the Prescribed Billing Period, besides
ensuring to realise the Bills thus raised within 10 Working Days from the Date of
Completion of Service/ raising of Bills, failing which the Corporation would have
to discharge its Service Tax Liability from its Own Funds.

5: Reversal of Bills by issue of Credit Notes:

Unlike under the Existing Service Tax Regime, wherein Service Tax Liability was
discharged on Realisation Basis, with the PTR coming into force w.e.f. 01.07.2011,
there would always be the Possibility of the Corporation paying Service Tax more
than what would actually be redalised from the Customers subsequently, for one
or the other Service Deficiency, since the Service Tax would hereafter have been
paid on the Basis of Raising of Bill/invoice.

Whenever any Error is noticed in the Bills/Invoices raised or any Deficiency is
reported in the Rendition of Service, the Amount billed in Excess as a result of
such Error/Deficiency is 1o be reversed by issuing necessary Credit Note for the
Service Charges together with the Service Tax due thereon. New Stationery of
Serially numbered Credit Notes in triplicate in Red Colour Paper in the Format
similar to that of the Bill/Invoice would have to be got printed, wherein complete
Description of the Service rendered and Bill raised therefor etc., which would
have to be given. A copy of such Credit Note would have to be stapled with the
Office Copy of the Relevant Bill/Invoice for Ready Reference & Record.

6: Particulars to be mentioned in Bill/Invoice & Credit Note:

It may also be noted that Rule 4A (1) of the Service Tax Rules, 1994 envisages
every Service Provider to issue a Bill or Challan or Invoice within 14 Days from the
Date of Completion of the Taxable Service rendered by him to the concerned
Service Recipient or the Receipt of any Payment toward the value of such
Taxable Service, whichever is earlier, duly signed by some Authorised Person
containing the following Particulars:

a. Serial Number of the Bill, Challan or Invoice, as the case may be;

b. Name, Address & PAN Based Service Tax Registration Number of the
Service Provider;

c. Name & Address of the Service Recipient;

d. Description, Classification of Taxable Service provided or to be
provided;

e. Value of Taxable Service provided or to be provided; and

f. Service Tax & Education Cess payable thereon:

&kq%\p“
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7: Nature of Funds credited in Pre-deposit (PD) Account:

CWC is maintaining the Pre-deposit (PD) Accounts of the Shipping Lines from
where the Corporation appropriates its Dues towards Cargo Handling, Pest
Control and Storage & Warehousing Charges etc. The Amount deposited by the
Shipping Lines in their respective PD Accounts is not to be treated as Advance
Payment of Service Charges, but only a Deposit in the Account of the
concerned Shipping Line. This would therefore not be liable to Service Tax at the
point of remittance of Funds by the Customer in his PD Account.

8: lllustration of Due Dates & Points of Taxation:

Due Dates of Deposit of Service Tax under various Circumstances could be easily
understood from the following lllustrations:

S. Date of Date of Date of Point of | Due Remarks
No. | Complet | Invoice | Receipt |Taxation | Date for

-ion of of Service

Service Payment Tax Pmt.

] 10.07.11 20.07.11 | 30.07.11 |20.07.11 |05.08.11 |Invoice issued in 14
days and before
receipt of payment

2 |10.07.11 26.07.11 | 30.07.11 | 10.07.11 |05.08.11 |Invoice not issued
within 14 days and
payment received
after completion of
service

3 [10.07.11 20.07.11 | 15.07.11 | 15.07.11 |05.08.11 " | Invoice issued in 14
days but payment
received before
| invoice

4 120.07.11 01.08.11 | 01.09.11 | 01.08.11 |05.09.11 | Invoice issued in 14
days and before
receipt of payment

5 120.07.11 05.08.11 | 01.09.11 | 20.0711 05.08.11 | Invoice not issued

' within 14 days and
payment received
after completion of
service

6 | 28.06.11 30.06.11 | 01.09.11 [01.09.11 |05.10.11 | Service completed

& Invoice raised
prior to Ist  July
before PTR hence
on realization basis

bk
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7 |28.06.11 05.07.11 | 01.09.11 |05.07.11 |05.08.11 | Service completed
before 30.06.11 but
Invoice raised after
Ist July hence on

accrual basis
8 |10.07.11 26.07.11 | 05.07.11 | 05.07.11 |05.08.11 |Invoice not issued
(Part) & | & within 14 days. As
25.07.11 |1 10.07.11 advance payment
(balanc (part) and balance
e) on completion of

service

Recejp’r of this Circular may be acknowledged and its Con’rents'& the Changes
notified hereinabove be brought to the Notice of all concerned for Scrupulous
Compliance.

For-any further Clarification, the relevant Nofifications may be downloaded from
the Central Board of Excise & Custom or the Service Tax Website viz.
www.cbec.gov.in or www.servicetax.gov.in. However, if any Doubt still persists,
you are welcome to refer the Specific Doubt for clarification to the Undersigned.

bcbtyon

(N K Grover)
General Manager (F&A)

Distribution:

1. All the Regional Managers of the Central Warehousing Corporation.

2. All the Executive Engineers in-charge of all the Construction Cells of
Central Warehousing Corporation.

3. All the Accounts Officers in-charge of the Finance & Accounts Wings at all
the Regional Offices & Construction Cells of the Central Warehousing
Corporation.

Copies for information to:

—

. AllHoDs at CWC, Corporate Office.

2. All AGMs/Managers/(Sr) Asstt. Managers (Accts.)/Accountants at CWC,
Corporate Office.

PS to Managing Director, CWC, Corporate Office

PS to Director (Fin)/Director (Pers)/Director (MCP), CWC, Corporate Office.
SPA to CVO/OSD (Recovery), CWC, Corporate Office.

Oh W

Corporate Office: Warehousing Bhawan, 4/1, Siri Institutional Area, August Kranti Marg,.
Hauz Khas, New Delhi-110016 Telefax No. 26515148 Email ID: grover.cwhc@nic.in
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Corporate Office: Warehousing Bhawan, 4/1, Siri Institutional Area, August Kranti Marg,
Hauz Khas, New Delhi-110016 Telefax No. 26515148 Email ID : grover.cwhc@nic.in
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