
CENTRAL WAREHOUSING CORPORATION
 
IA GOVT. OF INDIA UNDERTAKING)
 

No. CWC/FD-Taxation/ST (Gen.)jl2-13	 Date: 17.12.2013 

Service Tax Circular # 76 

Subject:	 Chargeability and Deposit of Service Tax on Storage and Cargo 
Handling of Rice w.e.f 1.07.2012 

1.	 Please refer Corporate Office circular No. 63 having reLno. CWC/FD­
Taxation/ST(CO)/ 12-13 dated 11.10.2012 wherein it was advised that 
pending receipt of clarification from the Administrative Ministry and 
Ministry of Finance, the Corporation would continue to treat the Rice 
stored by Food Corporation of India (FCI) or any other Central or State 
Government Agency or the Department as an 'Agricultural Produce' 
and thus exempt from the levy of Service Tax both on its Storage as 
well as Cargo Handling. 

2.	 It has now been clarified by the Ministry of Finance vide its letter 
dated 08.11.2013 and the Administrative Ministry on 27.11.2013 that 
the Rice is not covered in the definition of Agricultural Produce as 
found in Section 658(5) of Finance Act and cannot be exempted from 
the preview of service tax. As a result, the Storage and Cargo 
Handling Charges on Rice are subject to Service Tax w.e.f 1.07.2012 
for all the depositors including FCI and other such depositors as 
mentioned in Para 1 above. 

3.	 All the Regional Offices are therefore advised to charge the service 
tax to the concerned depositors to whom the service tax has not been 
charged earlier on storage and cargo handling charges (handling and 
transport of cargo) of Rice and deposit the same with the service tax 
department before 27.12.2013 as advised below: 

3.01.Charge of Service tax on storage charges 

(a)	 Storage on general warehousing basis: With respect to Rice stored on 
general warehousing basis, the Service Tax is to be charged on the 
storage charges payable based on actual quantity of stocks stored 
and the period of storage. 
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(b)	 Storage on reservation basis: Where the reservation of space has been 
given by a depositor for a specified commodity, service tax shall be 
levied if the commodity stored is not an agricultural produce like Rice. 
However, where the reservation given by the depositor is for food­
grains without mentioning the specific commodity which will be stored 
like reservation given by FC! under PEG scheme, the levy of service 
tax will depend on the commodity stored and the service taJf is to be 
charged as under: 

(i)	 If the commodity stored during the month in a warehouse in the 
reserved space is agricultural produce only e.g. wheat or Paddy, no 
Service Tax is to be charged for the capacity reserved. 

(ii)1f the commodity stored during the month in the warehouse in the 
reserved space is non- agricultural produce only e.g. Rice, the Service 
Tax is to be charged on the storage charges payable for the capacity 
reserved. 

(iii)	 Where the commodities stored during the month in a warehouse in 
the reserved space are Mix of both the agricultural (e.g. wheat/paddy) 
as well as non-agricultural produce (e.g. rice), the Service Tax is to be 
charged only on storage charges attributable to actual quantity stored 
of non-agricultural produce and value of its storage charges and 
service tax thereon shall be stated in the bill separately, also stating 
the value of storage charges which are non-taxable, total storage 
charges. The service tax on non-agricultural produce shall be 
charged on the storage charges computed based on average stock of 
non-agricultural produce stored during the month taking closing 
stock for each day during the month. For computation of taxable 
storage charges on average stocks of non-agricultural produce during 
the month and service tax thereon, the format as per Annex-! may be 
used. 

(iv) If there were no stocks stored during the month in the reserved space 
whether of agricultural or non-agricultural produce, and the space 
was reserved by the depositor for storage of food grains and the 
commodity to be stored is not mentioned as normally happens in case 
reservation of space by FC! , the space reserved shall be considered 
to be used for agricultural produce only and no service tax is to be 
charged on the storage charges for space reserved . However, where 
the depositor had reserved the space specifically for non- agricultural 
produce e.g. Rice or the depositor had been storing only the non­
agricultural produce in the past and space was lying unutilised 
during the month, it will be deemed that reservation was for non­
agricultural produce and service tax shall be levied on the storage 
charges payable for the full reserved space. 

2 



3.02.	 Cha ge of Service Tax on cargo handling charges '.e. loading, 
unloading, stacking de-stac . gad transportation of foodgrain . 

Th ~ Service Tax is to b harged to lhe de osi tors on a rgo Handling 
charges-i,e. H & TjMariLI F'aciliL tion c . ges on non-agricul ral 

roduce e.g. Ie .e.r 01.0 .20 2.The service IF , '. not 0 b levied 
o Ii & T/Mark t F cili1a io cha ges OJ an agr 'culture pr due e.g. 
Wheat. As \;v are hargin to Fe] t 1 . clual H T char es payah e 
to the on "rae t I' plus % or su rvision charge and we have J'"' r 

rovicli g is service as ~ principal and not as 'n ag L of C[r th 
total aITIO In of charg $ l 'lied to F' I for the handling and 
tr' n pOIotali n I non-agricultural produc . shall be s bjec t) sc /'ce 
Lax. 

3.03.	 For harging service tax to the depositor [or the past period i.e. from 
1.07.2012 t 30.1 .2013, the supplemental., bills may be raised on 
all the concerned depositors by th w reho ~e or R gion;::d Office, as 
the case m' y be, be ore 24.1 .2 13. 

3.0"l.	 Deposit 0 service tax. 

(a) Service Taxfor the period from 01.07,2012 to 31.12.2012: 

Under the Service T x Voluntary Compliance E couragemen. 
Scheme (VeE ) 20 3, the i terest and penalty shall not b levie by 
. h, 'ervice tax de ~ rtn nt if permission to deposit the arre r of 
serv'ce t i. obtain d from hem i lhe rescribed form and service 
tax a 0 nt is epositt,d bcfor 31.12.2013. Th refore, it is advised 
to complete t e billing of arrear of s rvice tax by 24.12.2013 and 

deposit he service ta.--: "lr 1 the service tax departmen by 
2-.12.20 I' posiliv·l)'. 

(b) Service Tax fa the period from 01.01.2013 to 30.11.2013: 
The s rvice tax for this period is to be deposited b' ':.7.12.2 13 
with simpl intere t @ I Yo p r an rn to avoid any penalty. Ihe 

interest amo lnt r id to S I-vicc tax iepartment i to be harge to 
d osito Y \v' of a sepa at supplenLntary invoice, enclosing 
therewith the calculalions of interes and proof of payr 1e t. The 
Supplemenlary jJ]s [or ·ntel-est amount paid car be raisec in the 

mo th of Jantla _ , 2014 a leI' the payment or arrears of service tax 
an interest thereon to the service tax cl p' r lent. For this 
purpose, a eparate rorm~tt is e closed as pe' A nex-Il. The delail 
of int r l paya Jle for d "'la T in paym n of service tax e made 
de 0 1 or lse [or eh \....a ehouse f r Lhe pe jod 1.1.2013 to 
30.11.2013. 
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(c) Service Tax for the period from 01.12.2013 and onwards: he 

s	 'ice tax m' be dep it d for each mOl. tl on elm.: dat Le. 

y-I..h a lof th succ edin mon 

3.05. In i w of he chan d scenario, the bi1 s for i-escrvation f: apes to 
Ythe d posi ors shal henceforth b ise at the end of the month 

. s p r in~'lructions i Pa 3. 1 abo e and not jll e bt_ginning of 
the month as was done' 1 peSt. 

4.	 To avail the benefil of depo it of scrvi _ t- wi.thu t Pi'J. mel l Dr 
in er st and p naity for t1t:' p ,riod 1.07,2012 to 31.12.2 1 t.1tld~r 

the Volunta y ompliance E au 'ag ,JT1 n S -h C SL ~l 13, 
a eclar t'on is to be file:l by th e i na1 Of ice ;\.'ith the S rvi'" 
Tax Department inform VCES·{ showin the lolal tax dues Ion 
vith the calcu atio 1 sheet showing the Service Tax dues. This form 

IS to be 11 d with the service ta...x authorities before the date ul 

deposit of the senii"e tax and acknowledO' ent is to be obtained 
fro he servic tax dcpar l i fOl CES-IL The calc lal ion 
of Service Tax liability i to be enclosed wiLh form veE -1 u ing 
_alculaLion she t as p r Par B of 81"-3 fonn co ::;' of \ 'hid1 also 
nclosed, After deposit of the service tax with the service tax 

departl nt, the proof of payment is to be iverl to cone ed 
E cisc Of tce ~ nd an aeknowledg ent of eli ch rge is 4) be 
ob ained from t e form VC S-III for he p r 

O 

dOl .07.2 lItoI 

31.12.20 2. T e copie, of form VCE -I, II and III are cndo<:lt, I for 

your I-eference, however lhe same ean a 0 be downloaded from Lh 
we :site of th de artment i.e. s rvicetax.gov.in. T e as.sistance uf 
expert/ con ultant in "ervice T n alters may also b av ikd by 
LI Regia Office if consid red necessal). In case of any difficul y 

pie.. s do not hesit21. to contact the uncle signed or r. A.S. 

Gopalal ,OCT F&A) or Mr. Tijay Kumar Gar , SAM (ST) or M . 
", au "av D tt, Acctt. (8 'I. 

50	 Please inslru tall the warehouse anaoer and concernE'd offir;ials 
mOt c mply with h "se guidel'1es. The confir 8liun of 
com Ii 1 ce for the per'od upto 30.1 J.2 i3 b sent to CO by 
27.12.2013, duly i LimaLing t1e amoLU.1l of s rvice l.a.,' an t lC 

in rest deposited may be inti mated y 31. .2014. Please note L l' t 
this. is a lime bound exercise and is to be com leted \\Tith by a 1 

means to avoid [urLher interest and penalty, Al concern d nr y be" 

advis d to work 1 e or on boli ays, if required. The III d~ 

equirement) if any] for osit of ~r 'ice I tTl Y Bho he 
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intimated to CO on estimated basis for remitting the same to you 
in time.
 
The guidelines for charging service tax in case of reservation of
 
space are provisional as same is being referred to Department of
 
Central Excise for its confirmation to these guidelines.
 

This issues with the approval of the Competent Authority.
 

~~~ 
(N.K. Grover) 

GM (F&A) 

Distribution to: 
1. All Regional Managers of CWC. 
2.	 All Executive Engineers in-charge of all the Construction Cells of 

CWC. 
3.	 All AGMs/Managers/(Sr.) Asstt. Managers in-charge of the Finance, 

Accounts & Internal Audit Wings of all ROs & CCs of CWC. 
4.	 DGM (Fin.), CWC, CO, New Delhi. 

Copies for information to: 
1.	 All HODs at CWC, Corporate Office, New Delhi. 
2.	 All DGMs/AGMs/Managers/(Sr.) Asstt. Managers/Accountants in 

Finance, Accounts & Internal Audit Cadre at CWC, Corporate Office, 
New Delhi. 

3.	 PS to Managing Director, CWC, CO, New Delhi. 
4.	 PS to Director (Pers.}/Direction (MCP)/Director (Fin.), CWC, CO, New 

Delhi.
 
. PS to .' /GM(F&A)s, CWC, Corp. Office, New Delhi.
 

6. to GM (Systems), CWC, CO, New Delhi with a request to place this~ Circular on CWC's Website. 
7.	 Manager (Rajbhasha), CWC, CO, New Delhi with a request to arrange 

Hindi Version of this Circular. 
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I _I"FORM VCES.~l 

[In duplicate] 
Declaration under sub section (1) of section 107 of the Act. 

[See rule 4] 
r:-:;-_---,-=_-:--,--_---,- --'("-P=lease read the instructions carefully before filling the form) 

1 Name of the declarant ­1 

t;};ll 
c=:J 

tJ 

I;T~le~hO~~~O: _I 

IE-mail id -I 

IService Tax Code (STCNo.) 

I I I 

~ ~etails of tax dues* 

tJ I Service tax 

~ I Education cess 

EJ Secondary & Higher EdUCatiO~ 

o Amount under section 73A of the 

Finance Act,1994 
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I+BI ITotal Taxdues*[A+IH~+DI ·1 ~ "-----"-::----"~~----'--:c-c"-----!--L.----" 
*Furnish a calculation sheet separately [for the purposes of calculation of tax dues, the 
manner of calculation as prescribed in S. No. 3F (I), or as the case may be, the Part 'B' of 
Form ST-3, as existed during relevant period may be used and calculation of tax dues may 
be furnished tax return period wise, and service wise if the tax dues relates to IIlore than one 

service.] 

VERIFICATION 
I... (name in block letters) sonl daughter of Shri solenmly declare 
that I have read and understood the Service Tax Voluntary Compliance Encouragement 
Scheme as contained in Chapter VI of the Finance Act 2013, and to the best of my 
knowledge and belief ­

(a) the information given in this declaration and the enclosures accompanying it are 
correct and complete and the amount of tax dues and other particulars shown therein 
are truly stated; 
(b) the tax dues declared above do not attract the provisions of sub-section (1), 
including the provisos thereto, of section 106 of the Act; 
(c) no inquiry, investigation or audit is pending against the declarant as On the 1" day 
of March 2013 as envisaged in sub-section (2) of section 106 of the Act; 

I further declare that I am authorised to make this declaration and verify it on behalf of the 
declarant in the capacity as . 

Enclosures' 

S. Details of enclosure/statement annexed 

No. 

1 Calculation sheet in respect of tax dues (refer S. No.6 above and the instructions) 

2 Any other documents (please specify) 

Signature of the declarant/authorised person with stamp 

Place: Date: 

IDeclarationNo.= I-D-a-te--'ITIIIIJ 

{To be assiglled by the departmellt) 
Instructions: 
1. The Scheme has been prescribed in the Chapter VI of the Act. The provisions contained 
therein may please be read carefully (refer www.cbec.{~ov.in). 

2. This Form shall be submitted to the Central Excise Officer notified as designated authority 
under section 105(c) of the Act. 
3. The tax dues may be computed separately for each service if the tax dues relates to more than 
one service during the period of declaration. 
4. For calculation of tax dues, the manner as prescribed at S. No. 3F (I), or as the case may be the 
Part '8' of the Form ST-3, as existed during the relevant period, may be used and calculation of tax 
dues may be furnished tax return period wise 
5. Calculation sheet showing the tax dues calculation may please be enclosed with this 
declaration. 
6. Obtain an acknowledgment from the designated authority in form VCES -2. 
7. The declarant may approach the designated authority for any clarification. 
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CES-2
 

[Acknowl~dgmcntof d daraLioll issue b-section (2) of section 07 0 th 
~ct]. [ee e 5] 

iled und r su -5 C '0 1 (1) of sec ion 107 of t 

___------'lrrcoIJ 

declarant 

5[4] 1__0._~I [[]]JlDilllIITIC 

Sc edule for 

l
inimum <lmounf to be aid on
 

or before lh 31'· Dec, 2013 (50°/<, f
 

th' raJ' due_o
 

{emaining t<l dues to he p,li on
 

r e (II" the 30th 1une, 2 14
 

I[Alt1_~_ll:1 at S- No.. (-)Arnounl t So No. 6AJ
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19na	 UF ,n n and oS al of d signated authoxiy 
PIa e: o t : 

Jns lTucti 0 ns~ 

1. Th"s ackut,\ X~d l lent has l~~n i,,~u dun h ua~is f d laraho furnish~ J by the de'daraJiL 
illL i, does l Pf if' fhe co r :ness r the d ILl 'dti n mild . Til; dcc!<,r,ltlon oe n t certify 

ym nl ol any ta dues. 
2.. CeTtifica~~ f discharge in form VCfS -3 shall be i sue 'mJy on full payment uf ~ax dues 
<lIang with interest jf any, as p r the details at S. No.6 above, 
3. If an ' amoun.t declared as t< x LIES undL'r lJle Scheme remain unpald as un '[ .1.2.01 , the sam_
 
shall ~ recover ble ind r s cD. n 7 of the l::"nance Ad, 1994.
 
4, Fm any darifi atiO[1, th de lill"all 11;]/ get in t ~lCh w'l.h the d 5ignale'd a Ithorily
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----------------

FORM C S-3� 

EJ ,'----- _ 

~ 1L---..- _ 

LJ r ax due!!> declar d under the Sch m 

Eue paid on orb~f re 31. 2.2013 I <IT] 
"- ------'----'----'------'---'--_. 

Tax dues [1 j after 31.12.2:()" 3 btlt;'"J� 
r hcfore 30.6.2014� 
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Interest paid under section 107 (4) on 
amount mentioned at ~6C' 

m 
D [Details of challan(s) 

Challan No(s)(CIN) Amount 

Signature, name and seal of designated authority 
Place: Date: 
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Calculation Sheet of Service Tax liability Declared under VCES-l 

PART­
8 

Gross Amount
 
(excluding amounts received in advance, amounts
 
taxable on receipt basis, for which
 
billsjinvoices/challans or any other document may not
 
have been issued) for which billsjinvoices/challans or
 
any other documents are issued relating to service
 
provided or to be provlded(including export of service
 
and exem ted service
 
Amount received in advance for services for which 

61.2	 bills/invoices/challans or any other documents have
 
not been issued
 
able on receipt basis under third proviso to Rule6(1)
 
of Service Tax Rules, 1994 for which
61.3 
bills/invoices/challans or any other documents have
 
not been issued
 
Amount taxable for services provided for which
 

61.4	 billsjinvoices/challans or any other documents have 
not been issued
 
Money equivalent of other considerations charged, if
61.5 any, in a form other than money
 
Amount on which Service Tax is payable under partial


1 6 1.6 
reverse char e 
Gross Taxable Amount61.7 
81.7=(81.1 + 8 1.2+ B1.3+ 8 1.4+8 1.5+81.6 
Amount charged against export of service provided or

61.8 to be rovided
 
Amount charged for exempted service provided or to
 

61.9	 be provided (other than export of service given
 
at 81.8 and above
 

!61.10 Amount charged as Pure Agent 

61.11	 Amount claimed as abatement 

Any other amount claimed as deduction,pleaseB1.12	 ospecify 
Total Amount claimed as Deduction61.13 81.13=(81.8+ 81.9+ 81.10+81.11+ 81.12) 
Net Taxable Value

61.14 
81.14=(81.7-81.13 

Service Tax Rate-wise breakup of NET TAXABLE VALUE(6!. 14):Advalorem Rate 
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CIRCULAR-170/5/2013
 

The Central Board of Excise and Customs has issued circular no 
170/05/2013- ST dated 08.08.2013 to provide further clarification on 
various issues under the Voluntary Compliance Encouragement Scheme, 
2013 (VCES) and will be effective from 10.08.2010. For ready reference, 
issues and clarification, the extract of circular has been reproduced below. 

1	 Whether the communications, 
wherein department has sought 
information of roving nature 
from potential taxpayer 
regarding their business 
activities without seeking any 
documents from such person or 
calling for his presence, while 
quoting the authority of section 
14 of the Central Excise Act, 
1944, would attract the 
provision of section 106 (2) (a)? 

2	 An assessee has two units at 
two different locations, say 
Mumbai and Ahmedabad. Both 
are separately registered. The 
Mumbai unit has received a 
Show Cause Notice for non­
payment of tax on a revenue 
stream but the Ahmedabad 
unit has not. Whether the 
Ahmedabad unit is eligible for 
VCES? 

3	 Whether a declaration can be 
made under the Scheme In 

respect of CENVAT credit 
wrongly utilized for payment of 
service tax? 

4	 Whether a party, against whom 
an inqUIry, investigation or 
audit has been initiated after 
1.3.2013 (the cutoff date) can 
make a declaration under the 
Scheme? 

Clarification 
Attention IS invited to clarification 
issued at S. No.4 of the circular No. 
169/4/2013-ST, dated 13.5.2013, 
as regards the. scope of section 106 
(2) (a) of the Finance Act, 2013, 
wherein it has been clarified that the 
provIsion of section 106 (2)(a)(iii) 
shall be attracted only in such cases 
where accounts, documents or other 
evidence are requisitioned by the 
authorized officer from the declarant 
under the authority of a statutory 
provIsion. 

A communication of the nature as 
mentioned In the prevIous column 
would	 not attract the prOVISIOn of 
section 106 (2)(a) even though the 
authority of section 14 of the Central 
Excise Act may have been quoted 
therein. 

Two separate service tax registrations 
are two distinct assessees for the 
purposes of service tax levy. Therefore, 
eligibility for availing of the Scheme is 
to be determined accordingly. The unit 
that has not been issued a show cause 
notice shall be eligible to make a 
declaration under the Scheme. 

Any service tax that has been paid 
utilizing the irregular credit, amounts 
to non-payment of service tax. 
Therefore such service tax amount is 
covered under the definition of "tax 
dues". 
Yes. There IS no bar from filing of 
declaration in such cases. 
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5 There was a default and a Show 
Cause Notice was issued for the 
period prior to the period 
covered by the Scheme, I.e. 
before Oct 2007. Whether 
declaration can be filed for 
default on the same issue for 
the subsequent period? 

6� In a case where the assessee 
has been audited and an audit 
para has been issued, whether 
the assessee can declare 
liability on an issue which IS 
not a part of the audit para, 
under the VCES 2013? 

7� Whether a person, who has 
paid service tax for a particular 
period but failed to file return, 
can take the benefit of VCES 
Scheme so as to avoid payment 
of penalty for non- filing of 
return? 

8� A person has made part 
payment of his 'tax dues' on 
any Issue before the scheme 
was notified and makes the 
declaration under VCES for the 
remaining part of the tax dues. 
Will he be entitled to the benefit 
of non-payment of 
interest/penalty on the tax 
dues paid by him outside the 
VCES, i.e., (amount paid prior 
to VCES)? 

In the context of the Scheme, the 
relevant period IS from Oct 2007 to 
Dec 2012. Therefore, the 2ndproviso to 
section 106 (1) shall be attracted only 
In such cases where a show cause 
notice or order of determination has 
been issued for the period from Oct 
2007 to Dec 2012. Accordingly, 
Issuance of a show cause notice or 
order of determination for any period 
prior to Oct 2007, on an issue, would 
not make a person ineligible to make a 
declaration under the Scheme on the 
same issue for the period covered by 
the Scheme. Therefore, declaration 
can be made under VCES. 
Yes, declarant can declare the "tax 
dues" concerning an issue which is not 
a part of the audit para. 

Under VCES a declaration can be 
made only in respect of "tax dues". A 
case where no tax IS pending, but 
return has not been filed, does not 
come under the ambit of the Scheme. 
However, rule 7C of the Service Tax 
Rules provides for waiver of penalty in 
deserving cases where return has not 
been filed and, In such cases, the 
assessee may seek relief under rule 
7C. 
No. The immunity from interest and 
penalty is only for "tax dues" declared 
under VCES. 

If any "tax dues" have been paid prior 
to the enactment of the scheme, any 
liability of interest or penalty thereon 
shall be adjudicated as per the 
provisions of Chapter V of the Finance 
Act, 1994 and paid accordingly. 

14� 



r-=-----,-=::---;------------;---.--::--c--------;:---:-o----:-------;-- :~~-

9 Whether an assessee, who, In terms of the second provIso to
during a part of the period section 106 (1), where a notice or order
covered by the Scheme, IS In of determination has been issued to a
dispute on an Issue with the person In respect of any Issue, no
department under an erstwhile declaration shall be made by such
provIsIOn of law, can declare person in respect of "tax dues" on the
his liability under the amended same Issue for subsequent period.
provisions, while continuing to Therefore, if an issue is bejng litigated
litigate the outstanding liability for a part of the period covered by the
under the erstwhile provIsIOn Scheme, i.e., Oct, 2007 to Dec 2012,
on the issue? no declaration can be filed under

VCES in terms of the said proviso on
the same Issue for the subsequent
period.

10

11

12

Whether upon filing a
declaration a declarant realizes
that the declaration filed by
him was incorrect by mistake?
Can he file an amended
declaration?

What is the consequence if the
designated authority does not
Issue an acknowledgement
within seven working days of
filing of declaration? Whether
the declarant can start making
payment of the tax dues even if
acknowledgement IS not
issued?

Whether declarant will be given
an opportunity to be heard and
explain his cases before the
rejection of a declaration under
section 106(2) by the
designated authority?

The declarant IS expected to declare
his tax dues correctly. In case the
mistake is discovered suo-moto by the
declarant himself, he may approach
the designated authority, who, after
taking into account the overall facts of
the case may allow amendments to be
made in the declaration, provided that
the amended declaration is furnished

~
by declarant before the cut off date for
filing of declaration, i.e., 31.12.2013.

Department would ensure that the
acknowledgement IS issued In seven
working days from the date of filing of
the declaration. It may however be
noted that payment of tax dues under
the Scheme IS not linked to the
issuance of an acknowledgement. The
declarant can pay tax dues even before
the acknowledgement is issued by the
department.

Yes. In terms of section 106 (2) of the
Finance Act, 2013, the designated
authority shall, by an order, and for
reasons to be recorded In writing,
reject a declaration if any
inquiry/ investigation or audit was
pending against the declarant as on
the cutoff date, I.e., 1.3.2013. An
order under this section shall be
passed following the principles of
natural justice.
To allay any apprehension of undue
delays and uncertainty, it is clarified
that the designated authority, if he has
reasons to believe that the declaration

15



is covered by section 106 (2), shall give I
a notice of intention to reject the
declaration within 30 days of the date
of filing of the declaration stating the
reasons for the intention to reject the
declaration. For declarations already
flIed, the said period of 30 days would
apply from the date of this circular.

The declarant shall be
opportunity to be heard
order IS passed by the
authoritv.

glVen an
before any
designated

13

14

15

16

What is the appeal mechanism
against the order of the
designated authority whereby
he rejects the declaration under
section 106 (2) of the Finance
Act,2013?
A declarant pays a certain
amount under the Scheme and
subsequently his declaration is
rejected. Would the amount so
paid by him be adjusted
against his liability that may be
determined bv the department?
Section III prescribes that
where the Commissioner of
Central Excise has reasons to
believe that the declaration
made by the declarant was
'substantially false', he may
serve a notice on the declarant
in respect of such declaration.
However, what constitutes a
'substantially false' declaration
has not been specified.

What is the consequence if a
declarant fails to pay atleast
50% of declared amount of tax
dues by the 31st Dec 2013?

The Scheme does not have a statutory
provision for filing of appeal against
the order for rejection of declaration
under section 106 (2) by the
designated authority.

The amount so paid can be adjusted
against the liability that is determined
by the department.

The Commissioner would, In the
overall facts of the case, taking into
account the reasons he has to believe,
take a judicious view as to whether a
declaration is 'substantially false'. It is
not feasible to define the term
"substantially false" In preCIse
terms. The proceeding under section
III would be initiated in accordance
with the principles of natural justice.

To illustrate, a declarant has declared
his "tax dues" as Rs 25 lakh. However,
Commissioner has specific information
that declaration has been made only
for part liability, and the actual "tax
dues" are Rs 50 lakh. This
declaration would fall in the category
of "substantially false".
This example is only illustrative.
One of the conditions of the Scheme
section 107 (3) is that the declarant
shall pay atleast an amount equal to
50% of the declared tax dues under
the Scheme, on or before
the 31.12.2013. Therefore, if the
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19

Whether the CENVAT credit is
admissible on the inputs/input
servIces used for provision of
output servIce In respect of
which declaration has been
made under VCES for payment
of any tax liability outside the
VCES?

(a) Whether the tax dues
amount paid under VCES
would be eligible as CENVAT
credit to the recipient of service
under a supplementary
invoice?

(bl Whether cenvat credit would
be admissible to the person
who pays tax dues under VCES
as servIce recipient under
reverse charge mechanism?

In terms of section 106 (2)(b) , if
a declaration made by a person
against whom an audit has
been initiated and where
such audit is pending, then the
designated authority shall by
an order and for reasons to be
recorded in writing, reject such
declaration. As the audit
process may involve several
stages, it may be indicated as
to what event would
constitute,-
(il initiation of audit; and
(ii) culmination of audit.

declarant fails to pay atleast 50% of
the declared tax dues by 31st Dec,
2013, he would not be eligible to avail
of the benefit of the scheme.

The VCES Rules 2013 prescribe that
CENVAT credit cannot be utilized for
payment of "tax dues" _under the
Scheme. Accordingly the "tax dues"
under the Scheme shall be paid In

cash.

The admissibility of CENVAT credit on
any inputs and input services used for
provision of output service in respect
of which declaration has been made
shall continue to be governed by the
provisions of the Cenvat Credit Rules,
2004.

Rule 6(2) of the Service Tax Voluntary
Compliance Encouragement Rules,
2013, prescribes that CENVAT credit
cannot be utilized for payment of "tax
dues" under the Scheme. Except this
condition, all Issues relating to
admissibility of CENVAT credit are to
be determined In terms of the
provisions of the Cenvat Credit Rules.

As regards admissibility of CENVAT
credit in situations covered under part
(al and (bl. attention is invited to rule
9(I)(bb) and 9(I)(e) respectively of the
Cenvat Credit Rules.

Initiation of audit: For the purposes of
VCES, the date of the visit of auditors
to the unit of the taxpayer would be
taken as the date of initiation of audit.
A register is maintained of all visits for
audit purposes.

Culmination of audit: The audit
process may culminate in any of the
following manner.-
(i) Closure of audit file if no
discrepancy is found in audit;
(ii) Closure of audit para by the
Monitoring Committee Meeting (MCM);
(iii) Approval of audit para by MCM
and payment of amount involved

17



t1 ercin by be party in enns of the
provisions of the Fjnance Act, 19 4~

(iv) A proval 0 audtt para by MCM,
and issuance of S ,if V:lrty oes not.
agree Lo e ar so aised.

Tl e ' udit c 1mi ates at. point when
1, audit paras raised are ,'eltled in

any manner as stated abov _.

The pendency of audi· as on .3.2013
8 an a Jdit that las bee initiated

fore 1.3.2013 but ]y s n L
Iminated s n 1.3-2013.
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Example of Computation of Service Tax on Storage on Reservation basis where storage is mix of
Agricultural Produce and Non-Agricultural Produce

Name of Warehouse

Reservation' 500 MT (10000 bags to be stored)

Name of
Depositor _
Month:
Nov' 2013

Stock(bags) at the end of day
r

Days of Month Rice Wheat/Paddy Reservation

Taxable Non-Taxable (in bags)

(I) (II) (Ill) (IV)

1 0 4000 100~
2 0 2000 10000

3 7000 1000 10000

4 8000 1000 10000

5 9000 1000 10000

6 10000 0 10000

7 5000 3000 10000

8 2000 3000 10000

9 1000 3000 10000

10 5000 3000 10000

11 5000 4000 10000

12 5000 4000 10000

13 2000 4000 10000

14 2000 4000 10000

15 0 4000 10000

16 0 4000 10000

17 a 4000 10000

18 3000 5000 10000

19 4000 5000 10000

20 5000 5000 10000

21 5500 4000 10000

22 6000 4000 10000

23 7000 2500 10000

24 7500 2500 10000

25 7000 2000 10000

26 6500 2000 10000

27 5000 2000 10000

28 6500 2000 10000

29 0 2000 10000

30 0 2000 10000

Grand Total
I

124000 89000 300000

1492

1448

29

14

4133

(No. of bags)

17131

12069

= Rs.

=Rs.

= Rs.

=

=Rs.

30

124000
No. of days in a month

Total Stock(bags) of Rice as per coloum II =Average stock of Rice =

(in bags)

A Storage Charges of Non-taxable services (10000-4133)* Rs. 2.92 per bag/month) = R,.

B Storage Charges of taxable services (4133 " Rs. 2.92 per bag/month) = Rs.

C (i) Service Tax on taxable services ( 12069*12.%)

(ii) Education Cess (12069*.24%)

(iii)Secondary And Higher Education Cess (12069*.12%)

Total Service Tax C(i+ii+iii)

Note: This is to be enclosed with bill
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Annexure-I

Computation of Service Tax on Storage on Reservation basis where storage is mix of Agricultural Produce and N.on­
Agricultural Produce

Name of Warehouse _

Reservation' MT

Name of
Depositor _

Month·

Stock(bags) at the end of day

Days of Month Rice Wheat/Paddy --,~~Taxable Non~Taxable

(I) (III (III) (IVI

1

2

3
--

4

5

6

7

8

9

10

11

12

13

14

1S

16

17

18

19

20

21

22

23

24

2S

26

27

28 j29

30

Grand Total
I

Average stock of Rice

(in
bags)

Total Stock of Rice bags as per coloum II =
No. of days in a month

Z No. of bags

= Rs.

;;: Rs.

;; Rs.(B'12%)

(B' .24%)

(B •.12%)

A) Storage Charges of Non·taxable services;: (total reservation in bags minus avg. stock of Rice)X Rate per bag/month::: Rs.

B) Storage Charges of taxable services;: IZ' X Rate per bag/month) = Rs.

C) (i) Service Tax on taxable services

(ii) add: Education Cess

(iii) add: Secondary And Higher Education Cess (SHES)

Total =C(i+ii+iii)

Note: This annexure is to be enclosed with bill

Rs.
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Annexure-II

Computation of Interest on late payment of Service Tax on Storage-of Rice
during the period from January' 2013 to November' 2013

Service Tax Delay in effective Rate

Month due for Service Tax Rate of of interest

storage of payment (in interest upto 31 Dec' Amount of
Rice days) 2013 interest

A B C D E= D*C/12 F=B*E

January, 2013 329 18% p.a. 16.23%

February, 2013 301 18% p.a. 14.85%

March,2013 270 18% p.a. 13.32%

April,2013 240 18% p.a. 11.84%

May, 2013 209 18% p.a. 10.31%

June, 2013 179 18% p.a. 8,83%

July, 2013 148 18% p.a. 7.30%

August, 2013 117 18% p.a. 5.77%
September,

2013 87 18% p.a. 4.29%

October, 2013 56 18% p.a. 2.76%

November, 2013 26 18% p.a. 1.29%
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Circular No.174/9/2013 - ST

F.No.B1I19/2013-TRU
Government of India
Ministry of Finance

Department of Revenu,",
Central Board of Excise & Customs

(Tax Research Unit)
North Block

New Delhi, 25th November, 2013

To,
Chief Commissioners of Central Excise and Customs (All),
Director General (Service Tax), Direelor General (Central Excise
Intelligence), Direelor General (Audit),
Commissioners of Service Tax (All)
Commissioners of Central Excise (All),
Commissioners of Central Excise and Customs (All).

Madam/Sir,

Sub: The Service Tax Voluntary Compliance Encouragement Scheme - reg.

The Service Tax Voluntary Compliance Encouragement Scheme (VCES)
has come into effect from 10.5.2013. Most of the issues raised with reference to the
Scheme have been clarified by the Board vide circular Nos. 169/4/2013-ST, dated
13.5.2013 and No. 170/5/2013-ST, dated 8.8.2013. These clarifications have also
been released in the form of FAQs. Attention is also invited to letter F. No.
137/50/2013-ST, dated 22.8.2013 as regards the action to be taken by the field
formations for effective implementation of the Scheme. A number of interactive
sessions have also been held at various places to ascertain and address the
concerns of trade on any aspect of the Scheme

2. In the recently held interactive sessions at Chennai, Delhi and Mumbai,
which were chaired by the Hon'ble Finance Minister, the trade had raised certain
queries and also expressed some apprehensions. Most of these issues have already
been clarified in the aforementioned circulars/FAQs. Certain issues raised in these
interactive sessions, which have not been specifically clarified hitherto or clarified
adequately, are discussed and clarified as below.

~5)9'-e;"li";5;;,,""·"-i'-'yl...,.S:;"'··••"'!1~""··.··¥f<'j"'."'ls""ed,,·','_',.",>.",'i.2.....--4<=~·..==~22..-----c._"C"-",la",r",ifi",ca"O't"-,io,~n'-...-..--...------c_~..--~
1 An instance was brought to As has already been direeled by the Board, vide the

notice wherein a declaration said letter dated 228.2013 (para 2.4 of the letter),
was returned probably on the designated authority shall ensure that no
the ground that it was declaration is returned. In all cases, declaration
incomplete. should be promptly received and duly

acknowledged. Request for clanflcation should be
dealt with promptly. Defeels in the applicatton, if any,
should be explained to the declarant and posstble
assistance be provided tn rectifying these defects
The effort must be to accept a declaration, as far as
possible, and recover the arrears of tax.2---+---·-----------+===·--====-'--"'-=-'=·='-"-'-'=-"-------1

An apprehension was raised Seelion 106(2) prescnbes four conditions that would
that declarations are being lead to rejection of declaration, namely,

L -'-- ~. . .__.__



considered for rejection under
section 106 (2) of the Finance
Act, 2013, even though the
"tax dues" pertain to an issue
or a period which is different
from the issue or the period for
which inquiry !investigation or
audit was pending as on
132013

(a) an inquiry or investigation in respect of a service
tax not levied or not paid or short-levied dr short-paid
has been initiated by way of,-

(I) search of premises under section 82 of the
Finance Act, 1994 ; or

(il) issuance of summons under section 14 of
the Central Excise Act, 1944; or

(iii) requiring production of accounts,
documents or other evidence under the
Finance Act, 1994 or the rules made there
under; or

(b) an audit has been initiated,

and such inquiry, investigation or audit was pending
as on the 1st day of March, 2013.

These conditions may be construed strictly and
narrowly. The concerned Commissioner may ensure
that no declaration is rejected on frivolous grounds or
by taking a wider interpretation of the conditions
enumerated in section 106(2). If the issue or the
period of inquiry, investigation or audit is identifiable
from summons or any other document, the declaration
in respect of such period or issue alone will be liable
for rejection under the said provision.

Examples:

(1) If an inquiry, investigation or audit, pending as on
1.32013 was being carried out for the period from
2008-2011, benefit of VCES would be eligible in
respect of 'tax dues' for the year 2012, i.e., period not
covered by the inquiry, investigation or audit.

(2) If an inquiry or investigation, pending as on
1.3.2013 was in respect of a specific issue, say
renting of immovable property, benefit of VCES would
be eligible in respect of 'tax dues' concerning any
other issue in respect of which no inquiry or
investigation was pending as on 1.32013.

It is also reiterated that the designated authority, if he
has reasons to believe that the declaration is covered
by section 106(2), shall give a notice of intention to
reject the declaration within 30 days of the date of
filing of the declaration stating such reasons to reject
the declaration. Commissioners should ensure that
this time line is followed scrupulously.

3
Whether benefit of VCES The designated authority! Commissioner concerned
would be available in cases may take a view on merit, taking into account the facts
where documents like balance and circumstances of each case as to whether the
sheet, profit and loss account inquiry is of roving nature or whether the provisions of
etc. are called for by section 106 (2) are attracted in such cases.
department in the inquiries of
rovinQ nature, while QuotinQ
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4

authority of section 14 of the
Central Excise Act in a routine
manner.

Whether the benefit of the
Scheme shall be admissible in
respect of any amount
covered under the definition of
'taxes dues', as defined in the
Scheme, if paid by an
assesses after the date of the
Scheme coming into effect,
(Le., 10.5.2013), but before a
declaration is filed

Yes, benefit of the Scheme would be available if such
amount is declared under the Scheme subsequently,
along with the remaining tax dues, if any, provided
that Cenvat credit has not been utilized for payment of
such amount.

Example:

A person has tax dues of Rs 10 lakh. He makes a
payment of Rs 2 lakh on 15.5.2013, without making a
declaration under VCES. He does not utilize Cenvat
credit for paying this amount. Subsequently, he makes
declaration under VCES on 17.2013. He may declare
his tax dues as Rs 10 lakh. Rs 2 lakh paid before
making the declaration will be considered as payment
underVCES.

As no "tax dues" is pending in such case, declaration
cannot be filed under VCES. However, there may be a
case for taking a lenient view on the issue of penalties
under the provision of the Finance Act, 1994. In this
regard attention is invited to section 73 (3) and section
80 of the Finance Act, 1994.

5
Whether declaration can be
made in such case where
selVice tax pertaining to the
period covered by the Scheme
along with interest has already
been paid by the parties,
before the Scheme came into
effect, so as to get waiver from
penalty and otheLr
proceedings?

_______________._..J

3. Trade NoticelPublic Notice may be issued to the field formations and tax payers.
Please acknowledge receipt of this Circular. Hindi version follows.

Yours sincerely,

(S. Jayaprahasam)

Technical Officer, TRU

Tel: 011-23092037




