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Case law 

Manufacture 

• Aluminium dross and skimmings, 
arising as a by-product in the 
process of manufacture of 
aluminium, are non-excisable goods 

• Process of dilution of water into 
inputs, being a trade secret, 
amounts to ‘manufacture’ 

Valuation 

• Optional cylinder testing charges 
recovered from customers not 
includible in the assessable value of 
gas supplied  

• Amount paid to the dealer for after-
sales service not includible in the 
assessable value 

Service tax  

Notifications and circulars 

• The STR has been amended to 
enable the officer or the audit party 
to conduct the audit/ verification of 
records 

Case law 

• Levy of service tax on legal services 
rendered by advocates held 
constitutional 

• The relevant date for calculation of 
limitation period in respect of filing 
refund claims is the date of payment 
of service tax 

VAT/Sales tax 

Notifications and circulars 

• Extension in due date for 
undertaking specific compliances in 
Delhi, Maharashtra, Madhya 
Pradesh 

• VAT rate revised on goods under 
various State VAT laws 

Case law 

• Profit retained by the contractor on 
a works contract completely 
executed through a sub-contractor 
not liable to VAT in the hands of 
main contractor 

Entry tax 

• Reduction in entry tax rate on 
coking coal in Chhattisgarh 
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Central excise 

Case law 

Manufacture 

• In Hindalco Industries Ltd v CCE 
(2014-TIOL-2266-HC-MUM-CX), the 
Mumbai High Court held that 
aluminium dross and skimmings which 
arose as a by-product in the process of 
manufacture of aluminium ,were not 
manufactured goods even after 
amendment to section 2(d) of the 
Central Excise Act, 1944, and therefore 
the larger bench decision reported in 
(2014-TIOL-1762-CESTAT-MUM-LB) 
as well as CBEC circulars dated 28 
October, 2009 and 14 February, 2011 
were quashed. 

• In United Distributors v CCE (2014 
(309) ELT 571), the Mumbai Tribunal 
held that the activity of labelling/ re-
labelling and affixing of stickers on 
imported goods after clearance of 
goods from customs in private 
warehouse, amounted to ‘manufacture’ 
under section 2(f)(iii) of the Central 
Excise Act, 1944.  

• In Bharat Bijlee Ltd v CCE (2014 (309) 
ELT 129), the Mumbai Tribunal held 
that where parts were cleared over 
period of time or were not presented 
together, they could not be considered 
as constituting entire machine in terms 

of rule 2(a) of the General 
Interpretative Rules. 

• In Magnum Ventures Ltd v CCE (2014-
TIOL-2496-CESTAT-DEL), the Delhi 
Tribunal held that ‘sludge’ obtained 
during the manufacture of paper were 
not excisable goods even after the 
amendment to section 2(d) of Central 
Excise Act, 1944.  

• In Sika India Pvt Ltd v CCE (2014-
TIOL-2567-CESTAT-MUM), the 
Mumbai Tribunal held that the process 
of dilution of water into inputs 
amounted to ‘manufacture’ since such 
process of transformation was a trade 
secret and is not known to trade or end 
users. 

Valuation 

• In Tata Motors Ltd v CCE (2014 (310) 
ELT 153), the Mumbai Tribunal held 
that valuation of the motor vehicle body 
built on chassis supplied by customers 
would be under rule 10A and not under 
rule 6. 

• In Goyal M G Gases Pvt Ltd v CCE 
(2014 (309) ELT 327), the Delhi 
Tribunal held that optional cylinder 
testing charges recovered from 
customers, which had nothing to do 
with marketability of goods in ordinary 
course, would not be includible in 
assessable value. 

2 December 2014 - Volume 17 Issue 09 



In the issue 

Central excise 

Service tax 

VAT/Sales tax/Entry tax 

Contacts 

• In Butterfly Gandhimati Appliances Ltd 
v CCE (2014-TIOL-2466-CESTAT-
MAD) and LLM Appliances Ltd v CCE 
(2014-TIOL-2536-CESTAT-MAD), the 
Chennai Tribunal held that Mixies, 
Table Top Wet Grinders, Electric Table 
Fans and Electric Rice cookers sold to 
Tamil Nadu Civil Supplies Corporation 
(TNCSC) for free distribution to women 
beneficiaries, were assessable under 
section 4A and not under section 4 
since TNCSC could not be called an 
institutional or an industrial consumer. 

• In Eicher Tractors Ltd v CCE (2014-
TIOL-2389-CESTAT-DEL), the Delhi 
Tribunal held that the amount paid to 
the dealer for after-sales service was 
not includible in the assessable value, 
as the appellant had paid the dealer, 
and not the other way round. 

CENVAT/MODVAT 

• In Glenmark Generics Ltd v CCE 
(2014-TIOL-2507-CESTAT-MUM), the 
Mumbai Tribunal held that there was 
no requirement of reversal of CENVAT 
Credit in respect of the inputs involved 
in the work-in-progress lost due to fire 
in factory. 

• In Gobind Sugar Mills Ltd v CCE 
(2014-TIOL-2482-CESTAT-DEL), the 
Delhi Tribunal held that CENVAT 
Credit was admissible on welding 
electrode used for maintenance and 

repair of machinery. 

Others 

• In Balaji Steel Re-rolling Mills v CCE 
(2014 (310) ELT 209), the Supreme 
Court held that CESTAT had no powers 
to dismiss appeals for non-
prosecution/ default of appearance of 
appellant, and it had to decide appeal 
on merits. 

• In Maa Mahamaya Industries Ltd v 
CCE (2014 (310) ELT 244), the Andhra 
Pradesh High Court held that CESTAT, 
being a creature of statute with specific 
powers mentioned in the statute itself, 
did not have any inherent power like 
Civil Court to order for deposit of 
security while remanding case for re-
adjudication. 

• In CCE v Jyoti Structure Ltd (2014 
(309) ELT 209), the Bombay High 
Court held that no penalty was 
imposable on the assessee when the 
material produced was not pointing 
towards fraud, collusion or any wilful 
misstatement or suppression of facts 
with an intent to evade payment of 
duty. 
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Service tax  

Notifications and circulars 

• The service tax rules (STR) have been 
amended to enable the officer or the 
audit party deputed by the 
Commissioner or the Comptroller and 
Auditor General of India, or a cost 
accountant or chartered accountant 
nominated under section 72A of the 
Finance Act, 1994 to conduct the audit/ 
verification of records maintained by 
the person liable to pay service tax, to 
ensure compliance with service tax 
provisions. 

This amendment has been brought in 
the backdrop of decision of the Delhi 
High Court in Travelite (India) (2014-
TIOL-1304-HC-DEL-ST) wherein rule 
5A(2) of STR had been quashed on the 
ground that the powers to conduct audit 
envisaged in the rule did not have 
appropriate statutory backing. 

(Notification No. 23/2014-ST Dated 5 
December, 2014 and Circular No. 
181/7/2014-ST, Dated 10 December, 
2014) 

Case law 

• The High Court of Gujarat, in Sweta 
Sales Corporation v Union of India and 
2 (2014-TIOL-2175-HC-AHM-ST) held 
that  for the purpose of section 106(2) of 

the Finance Act, 2013 (the Service Tax 
Voluntary Compliance Encouragement 
Scheme, 2013 (STVCE)), issuance of 
summons before 1 March, 2013 for 
inquiry under section 14 of Central 
Excise Act, 1944 (CEA), would result in 
initiation of proceedings under the Act, 
and hence the benefits of the STVCE 
scheme would not be available to the 
appellant. This was irrespective of the 
fact that summons was received post 1 
March, 2013. 

• The Bombay High Court, in P C Joshi 
and others v Union of India and others 
(2014-TIOL-2279-HC-MUM-ST), 
upheld the constitutional validity of 
section 65(105)(zzzzm) of the Finance 
Act, 1994 , confirming levy of service tax 
on legal services rendered by advocates. 

• The Mumbai Tribunal, in Pam 
Pharmaceuticals and Allied Machinery 
Co Pvt Ltd v CST (2014-TIOL-2342-
CESTAT-MUM), held that the service of 
promoting products by way of 
advertisement and marketing and 
consequently procuring orders for the 
foreign supplier of the goods, would 
qualify as export under the erstwhile 
export of services rules. The Tribunal 
further held that the appropriation of 
payments in Indian rupees received by 
the service provider from the customers  
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of the foreign entity towards the 
consideration for its own services 
would not vitiate the condition of 
export of service rules, and that the 
services would still qualify as export. 

• The Chennai Tribunal, in Jayakrishna 
Flour Mills Pvt Ltd v CCE (2014-TIOL-
2354-CESTAT-MAD), held that the 
process of grinding wheat into wheat 
products such as Maida, Atta, Suji and 
bran, amounted to manufacture, and 
hence was not liable to service tax. 

• The Mumbai Tribunal, in CCE v 
Meadwestvaco India Pvt Ltd (2014- 
TIOL-2359-CESTAT-MUM), held that 
the relevant date for calculation of 
limitation period in respect of filing 
refund claims relating to service tax was 
the date of payment of service tax. 

• The Mumbai Tribunal, in Zim 
Laboratories Ltd v CCE (2014-TIOL-
2436-CESTAT-MUM), held that where 
the appellant had paid a sum towards 
the demanded tax which was 
appropriated in the impugned order, 
the same would fulfill the condition of 
mandatory pre-deposit of 7.5% under 
section 35F of CEA, and no further pre-
deposit was warranted. 

• The Mumbai Tribunal, in United 
Shippers Ltd v CCE (2014-TIOL-2500-
CESTAT-MUM) held that the activity of 
transportation of goods by barges from 

mother vessel to the jetty onshore was 
part of the import transaction, and 
could not be held liable to service tax. 
The Tribunal also observed that barge 
charges and handling charges were 
considered to arrive at the transaction 
value for levy of customs duty, and 
therefore the same could not be held 
liable to service tax. 

• The Mumbai Tribunal, in Indian Oil 
Corporation Ltd v CCE (2014-TIOL-
2555-CESTAT-MUM), held that in the 
transaction of high-sea sales, where 
goods were sold on principal-to-
principal basis, the additional handling 
and facilitation charges added to arrive 
at the CIF value of goods were part of 
the sale transaction, and could not be 
held liable to service tax. 

• The Mumbai Tribunal, in Inox Air 
Products Ltd v CCE (2014-TIOL-2556-
CESTAT-MUM), held that the 
transaction of installation of storage 
tanks for storage of gases at the 
customer’s location, where the supplier 
had no control over the usage of storage 
tanks, the lease rent received by the 
supplier on which VAT has been paid 
could not be held liable to service tax 
under the category of ‘storage and 
warehousing services’. This was held 
irrespective of the fact that the supplier 
was also responsible for the 
maintenance of the storage tanks. 
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VAT/Sales Tax 

Notifications and circulars 

Delhi 

• The due date for filing of online return 
in form 9 for the year 2013-14 has been 
extended to 9 January, 2015.  

(Circular No. 19 of 2014-15 No.F.7 
(420)/Policy/2011/PF/536-542 dated 
27 November, 2014) 

• Effective 17 December, 2014, State Bank 
of Bikaner and Jaipur located in the 
National Capital Territory of Delhi has 
been notified as 'Appropriate 
Government Treasury' for collection of 
tax, interest, penalty and any  other 
amount due under the VAT/ CST Act. 

(Notification No. F.7(400)/Policy/VAT/ 
2011/600-612 dated 17 December, 
2014) 

• Effective 15 December, 2014 till 31 
March 2015, every registered dealer can 
file online application in form DP-1 
intimating about the change in 
particulars of business. 

(Notification No. F.3(352)/Policy/VAT/ 
2013/585-596 dated 15 December, 
2014) 

Haryana 

• Effective 26 November 2014, VAT rate 
on diesel has been increased from 8.8% 
to 11.5%. 

(Notification S.O.119/HA6/2003/S. 
59/2014 dated 26 November, 2014) 

Himachal Pradesh 

• Effective 1 January, 2015, no input tax 
credit shall be allowed on tobacco and 
tobacco products when sold in the 
course of inter-State trade or commerce 
or sent outside the State otherwise than 
by way of sale. 

(Notification No. EXN-F(1)-7/2012 
dated 16 December, 2014) 

Madhya Pradesh 

• The due date for filing of audit report 
pertaining to the period FY 2013-14 has 
been extended to 31 December, 2014. 

(Notification No. F.-A-3-20-2013-l-V-
(58) dated 27 November, 2014) 

• VAT rate on following goods has been 
changed as follows: 
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Goods 
Earlier 

rate 
Revised 

rate 

Effective from  17 December, 2014 

Cigarettes 27% 13% 

Effective from  20 December, 2014 

Diesel (other 
than light diesel 
oil and furnace 
oil) 

23% 27% 

Petrol 27% 31% 
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 (Notification No. F.-A-3-74-2014-1-V-
(63) dated 17 December, 2014 and F.-
A-3-78-2014-1-V-(64) dated 19 
December, 2014) 

Maharashtra 

• Exemption from filing of CST return for 
the tax period in which dealer has 
reported “Nil” inter-State sales under 
MVAT return, has been withdrawn. For 
the return period effective 1 October, 
2014, any dealer effecting inter-state 
sales/ stock transfers/ export sales etc., 
is required to file CST return in 
addition to VAT return. 

(Circular No. 20T of 2014 dated 25 
November, 2014) 

• Every dealer is required to submit 
physical copy of acknowledgement of 
online filing of audit report with the 
authorities latest by 27 January, 2015.  

(Circular No. 21T of 2014 dated 20 
December, 2014) 

Rajasthan 

• Effective 18 December, 2014, VAT rate 
on following goods has been changed as 
follows: 

 

 

 

 

(Notification No. F.12(59)FD/TAX 
/2014-144 dated 18 December, 2014) 

Tamil Nadu 

• Effective 1 November, 2014, VAT rate 
on certain goods has been changed as 
follows: 

 

 

 

 

 

(The Tamil Nadu Value Added Tax 
(Amendment) Act, 2014 dated 14 
December, 2014) 

Tripura 

• Effective 25 November, 2014, VAT rate 
on “aviation gasoline, aviation turbine 
fuel and all other varieties of fuel for air 
crafts” has been notified as 18%. 
Further, these goods will be taxable at 
first point of sale within Tripura.  

(Notification No. F-I-4(17)-TAX/92 
dated 25 November, 2014) 

Uttar Pradesh 

• Effective 20 December, 2014, VAT rate 
on certain goods has been changed as 
follows: 
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Goods 
Earlier 

rate 
Revised 

rate 

High and Light 
Speed Diesel Oil 

18% 22% 

Petrol 26% 30% 

Goods 
Earlier 

rate 
Revised 

rate 

Cane sugar, beet 
sugar, chemically 
pure sucrose in 
solid form 

Nil 5% 

Tobacco 20% 30% 
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(Notification No. K.A.NI-2-1795/XI-
9(86)/14-U.P.Act-5-2008-Order-(123)-
2014; K.A.NI-2-1796/XI-9(114)/12-
U.P.Act-5-2008-Order-(124)-2014 and 
K.A.NI-2-1797/XI-9(14)/97-U.P.Act-5-
2008-Order-(125)-2014 dated 19 
December, 2014) 

Uttrakhand 

• Effective 25 November, 2014, rebate in 
the tax payable by the seller on sale of 
diesel oil has been withdrawn. 

(Notification No. 975/2014/146(120) 
/XXVII(8)/07 dated 25 November, 
2014) 

Case law 

• The Kerala High Court, in Surya 
Constructions v State of Kerala (TS-552-
HC-2014(KER)-VAT), held that no VAT 
was payable on the profit margin earned 
by a contractor where the entire 
contract had been sub-contracted to a 
third party sub-contractor. The HC 

observed that in the absence of sale of 
material by contractor to the contractee 
no tax can be fastened on the 
contractor.  

• The Supreme Court, in State of Punjab 
and Ors v Nokia India Pvt Ltd (TS-590-
SC-2014-VAT), held that the mobile/ 
cell phone charger is an accessory to cell 
phone, and is not a part of the cell 
phone, even when the same is supplied 
as a combo pack. The SC observed that 
battery charger was an independent 
product which could be sold separately 
without selling the cell phone, and 
therefore the same was subject to VAT 
at residual rate. 

Entry tax 

Notifications and circulars 

Chhattisgarh 

• Effective 1 December, 2014, entry tax 
rate on “coking coal” has been reduced 
from 6% to 3% subject to the fulfilment 
of prescribed conditions. 

(Notification No. F-10-72/2014/CT/V( 
85), dated 5 December, 2014) 
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Goods 
Earlier 

rate 
Revised 

rate 

Computer Parts 14% 5% 

Aviation turbine 
fuel sold to a civil 
aircraft in Agra 
and Varanasi 

14/21% 5% 

Transformer and 
Transformer 
parts 

14% 5% 
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