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Paper 11- Indirect Taxation

Full Marks: 100 Time allowed: 3 hours

The figures in the margin on the right side indicate full marks.
Working notes should form part of the answer.

1. Answer the following questions:
(A) Multiple choice questions: [10x1=10]
(a) Which of the following is a canon of taxation, as enunciated by Adam Smith?2
(i) Canon of Equality
(ii) Canon of Convenience
(iii) Canon of Certainty
(iv) All of the above.

(b) Form ER-1 has to be submitted by the manufacturer on:
(i) weekly basis
(ii) monthly basis
(iii) quarterly basis
(iv) half-yearly basis.

(c) S.S.I. units can make the excise duty payments once in:
(i) Months
(i) Quarter
(i) Half- year
(iv) Annual

(d) Which of the following amount to manufacture under central Excise Act 19442
(i) Cutting and sizing
(ii) Repairing & reconditioning
(iii) Mixing of metals
(iv) None

(e) Which of the following activity is not covered under the negative list of services?
(i) Forward contracts in commodities
(ii) Auxiliary services relating to future contfracts or commodity futures provided by
commodity exchanges, clearing houses or agenfs.
(iii) Commodity futures
(iv) Sale or purchase of goods

(f) Which of the following rule of the Place of Provision of Services Rules, 2012 is dealt
with performance based services?
(i) Rule 4
(ii) Rule 5
(iii) Rule 6
(iv) Rule 7

(g) As per sec 2(d) of the CST Act, ‘Goods’ includes all materials, articles, commodities
and all other kinds of movable property, but does not include:
(i) newspapers
(ii) stocks
(iii) shares
(iv) All of the above.

(h) VAT rate of gold, if within State of Gujarat, is 1%. If gold is sold to an unregistered
buyer in Delhi, the CST rate will be:
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(i) Ni
(i) 1%
(iii) 4%
(iv) 10%

(i) In case of customs valuation, if the cost of insurance is not ascertainable, these will
be calculated at:
(i) 1.125% of FOB Value of goods
(ii) 20% of FOB Value of goods
(i) 10% of FOB Value of goods
(iv) 1.50% of FOB Value of goods

(j) Registrations of Service Tax is granted by
(i) Assistant Commissioner
(ii) Commissioner
(i) Superintendent
(iv) Joint Commissioner

(B) Say True or False for the following question: [5x1=5]
(a) Excise Department cannot challenge the reasonability of MRP printed on the
package.

(b) Cenvat credit can be availed on the rent-a-cab service utilized to carry
employees from home to factory and back.

(c) Hides and skins are declared goods under CST Act.

(d) A service provider is required to file return in form ST-4 on quarterly basis within 15
days from close of quarter.

(e) Duty drawback is allowed on wearing apparels.

(C) Match the following: [5x1=5
Column ‘A’ Column ‘B’
1. | Tax Identification Number A | Calculation of cost of production
for captive consumption
2. | All type of services provided by RBI B | person does not have any dutiable
goods
3. | Krishi Kalyan Cess C | @0.5% on the value of taxable
services
4. | CAS-H4 D | consist of 11 digits
5. | Green channel E | included in negative list
(D) Fill in the blanks: [5x1=5]
(i) CENVAT credit (is/is not) available if there is loss of input due fo
leakage in storage tank during Process.
(i) Goods manufactured or produced in SEZ are goods.
(i) Margin of dumping is the difference between and export
price.
(iv)lUnder the concept of mechanism, for one service the

service provider as well as service receiver is made liable for payment of service tax to
the extent notified.
(v) CSTis collected in the State in which the goods are

Answer any five questions from the following.
Each question carries 15 marks

2.(a) State the differences between direct taxes and indirect taxes. [6]
(b) B Ltd manufactures two products namely, Eye Ointment and Skin Ointment. Skin
Ointment is a specified product under section 4A of the Central Excise Act, 1944. The
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sale prices of the two products are T 43 per unit and ¥ 33 per unit respectively. The sale
price of both the products included 12.5% excise duty as BED, education cess of 2%
and SAH of 1%. It also includes CST of 2%. Additional information is as follows:

Units cleared: Eye Ointment - 1,00,000 units, Skin Ointment — 1,50,000 units. Deduction
permissible under section 4A: 40%.

Calculate the total excise duty liability of B Ltd for both the products. [9]

3.(a) Following transactions took place in the factory of A Ltd.:

(i) An imported consignment of raw materials was received vide Bill of Entry dated
2.12.15 showing the following customs duty payments: Basic Customs duty ¥ 25,000;
Additional duty (CVD) T 20,000; Special Additional duty ¥ 5,800.

(i) A consignment of 1,000 kgs of inputs was received. The Excise duty paid as per the
invoice was ¥ 10,000. While the input was being unloaded 50 kgs were damaged
and were found to be not usable.

(i) A vehicle containing machinery was received. The machinery was purchased
through a dealer and not from the manufacturer. The dealer’s Invoice No. 925,
dated 3.9.15 marked ‘original for buyer’ certified that the excise duty paid by the
manufacturer of machinery was T 24,000. The dealer is registered with the Central
Excise Authorities.

(iv) Some inputs for final products were received. These were accompanied by a
certified Xerox copy (photo copy) of Invoice No. 286 dated 15.1.2016 indicating
that Excise duty of ¥ 6,400, has been paid on inputs. The original or duplicate copies
of invoice are not traceable.

Indicate the eligibility of CENVAT Credit in each case under the CENVAT Credit Rules,

2004 with explanations where necessary. [10]

(b) A Trader supplies raw material of ¥ 1,150 to processor. Processor processes the raw

material and supplies finished product to the trader. The processor charges I 450,

which include ¥ 350 as processing expenses and ¥ 100 as his (processor's) profit.

Transport cost for sending the raw material to the factory of processor is ¥ 50. Transport

charges for refurning the finished product to the frader from the premises of the

processor is ¥ 60. The finished product is sold by the tfrader at ¥ 2,100 from his premises.

He charges Vat separately in his invoice at applicable rates. The rate of duty is 12.5%.

What is the Assessable Value and what is total duty payable? [5]

4.(a) What is transit of goods and franshipment of goods?e Give examples. [4+4]
(b) A commodity is imported info India from a country covered by a noftification issued by

the Central Government under section 9A of the Customs Tariff Act, 1975. Following
particulars are made available:
CIF value of the consignment: US$25,000
Quantity imported: 500 kgs.
Exchange rate applicable: ¥ 50= US$1
Basic customs duty: 20%
Education and secondary and higher Education Cess as applicable as per the Finance
Act, 2008.
As per the notification, the anti-dumping duty will be equal to the difference between
the costs of commodity calculated @US$70 per kg. and the landed value of the
commodity as imported.
Appraise the liability on account of normal duties, Cess and the antfi-dumping duty.
Assume that only ‘Basic Customs Duty’ (BCD) and Education and Secondary and
Higher Education Cess are payable. [7]1

5.(a) What do you understand by Automation of Cenfral Excise and Service Tax (ACES)?
State the usefulness of it. [4+4]

(b) M/s. Pure Drugs Ltd. manufactures medicines, which are liable to excise duty only under
the Medicinal and Toilet Preparations (Excise Duties) Act, 1955. The Assistant
Commissioner of Central Excise has directed it to pay the service tax as it is not covered

by negative list [Section 66D(f) of the Finance Act, 1994] since the central excise duty
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under Section 3 of the Ceniral Excise Act, 1944 is not payable on the medicines
manufactured by it. Examine whether M/s. Pure Drugs Ltd. is liable to pay service tax for
the year. Give reasons in support of your answer. [7]1

6.(a) AB Bank Ltd., furnishes the following information relating to services pro- vided and the
gross amount received —

Z (lakhs)
Merchant Banking Services 10
Asset Management (including portfolio management) 3
Service charges for services to the Government of India 1.5
Interest on overdraft and cash credits 3
Banker to the issue 5
Locker rent 2

Repayment of financial lease made by the customer to the bank ¥ 80 lakhs which

includes a principal amount of ¥ 50 lakhs. Compute the value of taxable service under

the Finance Act, 1994 and the service tax liability of AB Bank Ltd. [9]
(b) Determine Point of Taxation (with reasons) in the following cases —

No. Date of Completion of Service Date of Payment Date of Invoice
1 10/08/2016 06/09/2016 18/08/2016
2 10/08/2016 10/09/2016 13/09/2016
3 10/08/2016 05/08/2016 17/08/2016

[6]

7.(a) Anuradha & Co., a registered dealer in VAT, furnishes following details of purchases and
sales for the month of March. 2016:

Particular Amount (%)
Opening balance of VAT Input Tax Credit 25,000
Opening balance of stock of inputs Nil
Purchase of goods from registered dealers within the State (including 28,62,500
State VAT)
Purchases from outside State against issue of C form (including CST 15,30,000
amount)
Net sales within State excluding State VAT 55,00,000
Closing stock of goods purchased within the State as on 31.03.2016 1,14,500
(inclusive of VAT paid on purchases)

VAT rate on both inputs and outputs is 14.5%. Determine VAT liability of dealer for the
month of March, 2016. [8]
(b) Laxman & Co. furnishes to you the following information.

1) Interstate sale of goods (it includes ¥ 10,00,000 being the value of goods transferred
to Chennai branch for which it had issued form F ¥ 69,00,000

2) Dharmada collected separately ¥ 25,000 (This was collected only from buyers who
had voluntarily agreed to pay such charges).

3) Weighment charges recovered separately from buyers ¥ 2,40,000

4) Cash discount shown in invoice as per tfrade practices ¥ 60,000

5) Transit insurance charges recovered from buyer to cover fransit loss based on their
request ¥ 50,000.

Calculate the turnover and CST payable on the assumption that all the sales were

made to registered dealers who have issued ‘c’ forms. Assume that the prices are

exclusive of CST. [7]
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8. Write short note on any three of the following: [3x5=15]
(a) Harmonised System of Nomenclature (HSN)
(b) Anti-dumping duty
(c) Intermediary services
(d) Subtraction method of VAT
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