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In the issue 

CENVAT 

Case law 

Valuation 

• Advertisement expenses incurred by 
dealers not includible in assessable 
value  

• Packing material supplied free of cost 
by buyer includible in assessable value 

CENVAT/MODVAT 

• CENVAT credit cannot be denied on 
the ground that manufacturer-
supplier has not paid duty to the 
Government 

• Demand of CENVAT credit cannot be 
sustained when inputs are removed 
on payment of duty higher than credit 
availed 

Service tax  

Notifications and Circulars  

• Services provided in relation to 
serving of food and beverages by 
factory canteen has been exempted 

Case law  

• Recovery proceedings cannot be 

initiated during pendency of 
petitioner's application under the 
STVCE Scheme 

• Deputing employees to work in 
subsidiary/ group companies and 
receiving reimbursement of their 
salaries not liable to service tax 

VAT 

• Time limit for completion of 
assessments extended in Chhattisgarh 
and Goa 

• Due date for filing return in Delhi for 
the quarter ended 30 September, 
2013 extended 

Entry Tax 

• Entry tax withdrawn in Punjab in 
respect of import of all goods other 
than motor vehicles 

Sales tax 

• Contract for sale of flats where 
payment is linked to the construction 
is taxable as works contract 
transaction 

• Banks/ NBFCs are liable to pay VAT 
on sale of repossessed vehicles 
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CENVAT 

Notifications and circulars 

• The Central Board of Excise and 
Customs (CBEC) has clarified that 
goods cleared against the specified duty 
credit scrip issued to exporter shall not 
be treated as clearance of exempted 
goods; hence payment of amount under 
rule 6(3) is not applicable. 

 (Circular No. 973/07/2013-CX dated 4 
September, 2013) 

• The CBEC has reduced the time limit 
for disposal of rebate claim from 90 
days to 30 days from date of receipt of 
claim complete in all respect, except 
those requiring pre-audit.  

 (Instruction F. No. 267/39/13-CX.8 
dated 1 October, 2013) 

Case law 

Valuation 

• In Honda Seils Power Products Ltd v 
CCE (2013-TIOL-1492-CESTAT-DEL), 
the Delhi Tribunal held that the 
advertisement expense incurred by the 
dealers could not be added to 
assessable value inasmuch as there was 
nothing in the agreement from which it 
can be concluded that appellants had 
an enforceable legal right against the 
dealers to insist on their incurring such 
expenditure.  

• In CCE v Sujal Packaging Pvt Ltd (2013 
(295) ELT 317), the Delhi Tribunal held 
that packing material supplied free of 
cost by the buyer is includible in the 
assessable value of excisable goods. 

• In Sarla Fabrics Pvt Ltd v CCE (2013 
(295) ELT 444), the Delhi Tribunal 
held that the valuation of captive 
consumption should be made in 
accordance with the Cost Accounting 
Standard-4 (CAS-4); the Commissioner 
cannot go into the correctness of such 
costing standard.  

• In CCE v Prakash Cables (2013 (295) 
ELT 745), the Delhi Tribunal held that 
freight charges covered by the separate 
contract are not includible in the 
assessable value when the goods are 
sold at the factory gate. 

CENVAT/MODVAT 

• In CCE v Kay Kay Industries (2013 
(295) ELT 177), the Supreme Court 
held that CENVAT credit could not be 
denied on the ground that the 
manufacturer-supplier had not paid 
duty to the Government exchequer. 

• In Southern Lubrication (P) Ltd v CCE 
(2013 (295) ELT 598), the Bangalore 
Tribunal held that there was no 
requirement to reverse credit on goods 
sent to job worker inasmuch as such 
credit was permissible under rule 
4(5)(a) of the CENVAT credit rules. 
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• In Hansa Tubes (P) Ltd v CCE (2013 
(199) ECR 113), the Delhi Tribunal held 
that demand of CENVAT credit could 
not be sustained when inputs are 
removed on payment of duty higher 
than the credit availed. The Tribunal 
based its opinion on the ratio of 
decisions wherein it had been held that 
duty paid on the clearance of the 
product, which was not required to be 
paid on account of non-manufacturing 
activity, amounts to reversal of 
CENVAT credit. 

• In SS Engineers v CCE (2013-TIOL-
1512-CESTAT-MUM)  & Enersys Astra 
Ltd v CC (2013-TIOL-1527-CESTAT-
BANG), the Tribunal held that once 
credit was admissible, it formed part of 
the common pool and the manufacturer 
could utilise such credit either for 
payment of service tax on output 
services or central excise duty on the 
final product. 

Others 

• In Dabur India Ltd v CCE (2013 (295) 
ELT 257), the Delhi Tribunal held that 
visual inspection of evidence was 
permissible when voluminous records 
were involved. The adjudicating 
authority or his officer may, instead of 
calling for truck-loads of documents for 
verification, go to the place where the 
appellant keeps its records.  

• In Ultratech Cement Pvt Ltd v CCE 
(2013 (295) ELT 470), the Ahmedabad 
Tribunal held that the adjudicating 
authority could not raise demand for 
the other units of the assessee which 
were located outside his jurisdiction. 
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Service tax  

Notifications and circulars 

• The Central government has exempted 
services provided in relation to serving 
of food and beverages by factory canteen 
having facility of air-conditioning or 
central air-heating from levy of service 
tax. 

 (Notification No. 14/2013-ST dated 22 
October, 2013) 

• The CBEC has clarified the applicability 
of service tax on services provided by a 
restaurant in relation to serving of food 
and beverages in specific situations such 
as common kitchen being used for air-
conditioned as well as non-air 
conditioned restaurant, sale of 
Maximum Retail Price (MRP) based 
goods, etc. 

 (Circular No. 173/8/2013-ST dated 7 
October, 2013) 

Case laws 

• The Allahabad High Court, in K Anand 
Caterers v Union of India (2013-TIOL-
741-HC-ALL-ST), held that during the 
pendency of petitioner's application 
under the Service Tax Voluntary 
Compliance Encouragement Scheme, 
2013 (STVCE), recovery proceedings 
under section 87 could not be initiated. 

• The Mumbai Tribunal, in CCE v 
Cummins Inc, Cummins India Ltd 

(2013-TIOL-1402-CESTAT-MUM), held 
that supply of technical assistance and 
know-how to manufacture diesel 
engines and various components thereof 
in consideration for annual technical 
support fee by way of royalty was liable 
to tax under ‘intellectual property 
services’ and not under ‘consulting 
engineers services’. 

• The Mumbai Tribunal, in B G Shirke 
Construction Technology Pvt Ltd v CCE 
(2013-TIOL-1424-CESTAT-MUM), held 
that construction of a sports complex, 
which was a public facility owned by the 
State Government and used for public 
purposes, could not be considered as 
commercial complex merely because a 
ticket is charged for entry. Accordingly, 
construction of such complex could not 
be held liable to tax under ‘commercial 
or industrial construction services’. 

• The Mumbai Tribunal, in case of CST v 
Sai Service Station Ltd (2013- TIOL-
1436-CESTAT-MUM), held that 
commission received from various 
banks/ financial institutions for 
arranging loans to prospective buyers by 
acting as direct sales agent was taxable 
under ‘business auxiliary services’. 

 However, commission received from 
vehicle manufacturers on account of 
sales of vehicles/  target incentive, sale 
of spare parts, etc. were trade discounts, 
and hence not liable to tax. 
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• In Indian Coffee Workers Co-operative 
Society Ltd v CCE (2013-TIOL-1440-
CESTAT-DEL), the Delhi Tribunal held 
that the catering services rendered at 
place (office canteen) provided by the 
recipient of services are liable to tax 
under ‘outdoor catering services’. 

• In Arvind Mills Ltd v CST (2013-TIOL-
1455-CESTAT-AHM), the Ahmedabad 
Tribunal held that since the appellant 
was a composite textile mill and not a 
commercial concern primarily engaged 
in providing recruitment and 
manpower supply services, the activity 
of deputing their employees to work in 
subsidiary/ group companies and 
receiving reimbursement of their 
salaries could not be held liable to tax 
under ‘recruitment and manpower 
supply services’. 

• The Bangalore Tribunal, in Interplex 
Electronics India Pvt Ltd v CST (2013-

TIOL-1493-CESTAT-BANG), held that 
the activity of electroplating of 
connector components on job work 
amounts to manufacture, could not be 
held liable to service tax. 

• The Ahmedabad Tribunal, in Dalma 
Energy LLC, Sh Anandan Pirchumani v 
CCE&ST (2013- TIOL-1497-CESTAT-
AHM), held that the supply of drilling 
rig along with auxiliary equipment, 
personnel and services, necessary for 
performance of services on worksite 
will be taxable under ‘mining services’ 
category and not under ‘supply of 
tangible goods services’. 

• The Mumbai Tribunal, in Prof. Ulhas 
Vasant Bapat v CCE (2013- TIOL-1510-
CESTAT-MUM), held that coaching in 
spoken English could not be considered 
as vocational training liable to service 
tax under ‘commercial training or 
coaching services’. 
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VAT 

Notifications and circulars 

Chhattisgarh 

• The time limit for completion of 
assessment for FY 2009-10 has been 
extended from 30 September, 2013 to 
31 December, 2013. 

 (Notification No. F-10-33/52/2013/ 
CT/V(70) dated 30 September, 2013) 

Delhi 

• The due dates for submission of returns 
for the quarter ended 30 September, 
2013 have been extended to 11 
November, 2013, 20 November, 2013 
and 25 November, 2013 depending 
upon the dealer’s gross turnover in the 
FY 2012-13.  

 (Notification No. F.3(349)/Policy/VAT 
/2013/857-863 dated 1 October, 2013) 

Goa 

• The time limit for completion of 
assessment for the FY 2010-11 has been 
extended from 30 September, 2013 to 
31 March, 2014. 

 (Notification No. CCT/12-2/13-14/ 
2206 dated 26 September, 2013) 

Jammu & Kashmir 

• All registered dealers whose gross 

turnover is INR 6 Mn or more during 
FY 2012-13 are required to file audit 
report for the FY 2012-13 by 31 
October, 2013.  

 (Notification No. 01 of 2013 dated 14 
October, 2013) 

Sikkim 

• Effective 22 August, 2013, the rate of 
works contract tax TDS in respect of 
payments made to works contractors 
has been increased from 4% to a range 
of 8% to 10% depending upon the 
nature of works contract.  

 (Notification No. GoS/CTD/2001-02/ 
63(33)/108 dated 14 August, 2013) 

Uttar Pradesh 

• Effective 26 September, 2013, the input 
tax credit retention rate in case of stock 
transfers made outside the State has 
been reduced from 4% to 2%.  

 (The Uttar Pradesh Value Added Tax 
(Amendment) Act, 2013) 

• The due date for submission of annual 
return for the FY 2012-13 has been 
extended from 31 October, 2013 to 30 
November, 2013.  

 (Circular No. 1314071 dated 28 
October, 2013) 
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• Effective 8 October, 2013, sales made 
by registered dealers to specified 
entities require deduction of tax at 
source at the rate of 4% at the time of 
making payment to the registered 
dealer.  

 (Notification No. KA.NI.-2-1315/XI-
9(10)/08-U.P.Act-5-2008-Order-(101)-
2013 dated 7 October, 2013) 

Entry Tax 

Notifications and circulars 

Punjab 

• Effective 4 October, 2013, exemption 
from entry tax has been granted to all 
goods other than motor vehicles 
imported into the State by taxable 
persons. However, such goods shall be 
liable to advance tax under the Punjab 
VAT Act, 2005, in case the goods are 
imported for resale or for use in 
manufacture or processing of any goods 
for sale. 

 (Notification dated 4 October, 2013) 

Sales tax 

Case laws 

• The larger bench of Supreme Court, in 
Larsen & Toubro Ltd v State of 
Karnataka (2013-VIL-03-SC-LB) held 
that the contract for sale of flats where 
the consideration was to be received in 
instalments linked to the construction 

was a species of works contract. 
Accordingly, the State Government had 
the constitutional right to levy VAT on 
such sale of flats in the State. The 
Supreme Court relied upon its two- 
member bench decision in K Raheja 
Development Corporation v State of 
Karnataka (2005-5-SCC-162). 

• The Calcutta High Court, in Tata 
Motors Finance Ltd v Assistant 
Commissioner of Sales Tax (2013-VIL-
85-Cal), held that a bank or an NBFC 
fell within the ambit of the definition of 
a ‘dealer’. Consequently, the bank or 
NBFC would be liable to pay VAT in 
respect of disposal of vehicles for 
recovery of loan. 

• The Madhya Pradesh High Court, in G 
K Micro Metal Private Limited v State 
of MP and Others (2013-64-VST-147-
MP), held that Aluminium granules 
and Aluminium were taxable at the 
same rate as there was no substantial 
difference in the nature of the two 
products and both could be used for 
similar purposes.  

• The Himachal Pradesh Tax Tribunal, in 
Ind Swift Ltd v Assistant Excise and 
Taxation Commissioner (2013-46-
PHT-128-HPTT), held that movement 
of goods from one State to another on 
the strength of a rate contract could not 
be treated as inter-State sales. The 
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 Tribunal observed that rate contract 
did not ipso facto constitute a sale, but 
only provided price estimates from 
prospective buyers. There was no 
identified buyer and ascertained goods 
at the time of movement. The goods 
and buyers were ascertained/ identified 
within the State based on price 
negotiations. Hence, the sale 
transactions would be treated as local 
sales liable to VAT at prescribed rate. 
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