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Cenvat credit on Courier Bill of Entry

The import of goods through courier bill of entry is permitted in accordancewith the Courier

Imports and Exports(Clearance)Regulations,1998. In courier imports or exports,the duty, where

everapplicablewouldbe paidby the couriercompanyon behalfof importer/exportersbeforetaking

delivery and the same would be reimbursedby the importer/exporters with chargesof courier

agency.

Theimporter is availingthe credit of CVDportion andadditionalduty (4%- only for manufacturers)

basedon the consolidated[ manyimports by different companies]courierbill of entry providedby

the courier agency. This is an eligible cenvat credit as per Rule 3 of CenvatCredit Rules,2004.

However,departmentis denyingsuchcredit availedbasedon the courierbill of entry by statingthat

it isnot a validdocumentasper Rule9 of the CenvatCreditRules,2004.

CircularNo. 31/2007-Cusissuedby the department clarifies that if the importer wishesto avail

Cenvatcrediton CVDpaidon import, heshouldfile normalbill of entry to availsuchCenvatcredit.

Thesaidcircularprovidesa clarificationthat, the credit of CVDportion canbe availedbasedon the

documentprescribedunderRule9 of CCR,2004. It alsoclarifiesthat the importer is requiredto file

normalbill of entry andbasedon whichcredit canbeavailed.

Asper the CenvatCreditRules,2004the providerof output service/ manufacturercanavailcredit

on eligible input, input servicesand capitalgoods,which maybe utilized for payingthe servicetax

on anyoutput services/ exciseduty.

However the credits should not be restricted as per the definition of inputs, input servicesand

capitalgoods. Further,asper Rule9 of the CCR,2004the manufactureror serviceprovidercantake

the Cenvatcrediton the basisof documentsprescribedunderthis rule.

In caseof import of goods,the documentfor takingcredit isΨ.ƛƭƭof9ƴǘǊȅΩwhich is specifiedin Rule

9(1)(c)of CenvatCreditRules,2004.Thesaidrulesdo not enumerateanyspecifictypeof bill of entry.
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Cenvat credit on Courier Bill of Entry

In case of ambiguity one should refer judicial decisionswhere in the case of CCEVs Fusion

ElectronicsPLtd., 2011(264) ELT513(Tri-Del)it wasclearlyheld that credit on courierbill of entry is

eligible,evenif the bill of entry is not in the nameof importer. It wasalsoheld that denialof credit

on courier bill of entry is in contraventionof customsprocedurefor courier imports, which allows

courier agencyto file commonbill of entry for severalimports and hencecourier agencycouldnot

giveoriginalbill of entry to eachimporter and hencethe importersare allowedto avail the cenvat

crediton the photocopyof the bill of entry providedby the courieragency.

In caseof RubyMills Ltd VsCCE,Mumbai 2007(220) E.L.T 212 (TriςMum) suchbill of entry should

be certified or notarized by the courier agency. The decisionsreferred above clarify the same.

Thereforeone canavailthe credit of CVDportion if the courierbill of entry is certified or notarized.

Furtherit maybenoted that circularwhich isnot in line with law is not validasper the decisionheld

in the caseof CCEVsRatanMelting& Wire Industries2008(231) ELT22 (SC).

To conclude, from the decision and the rules of CenvatCredit Rules,2004 it is clear that the

importer is eligible to take credit on the courier bill of entry however the same should be

authenticatedor notarisedby the courieragency.

By  C.A. Lakshmi G.K.

Summons under Central Excise and Service 
Tax

The word άǎǳƳƳƻƴ:έis not defined under central exciselaw. In the Oxford dictionary summon

means- Anorder to appearbeforea judgeor magistrate, or the writ containingsuchanorder.

Section14 of CentralExciseAct, 1944 empowersany central exciseofficer, duly empoweredby

CentralGovernmentin this behalf to summonanypersonwhoseattendancehe considersnecessary

either to give evidenceor to produce a document or any other thing in any inquiry which such

officer ismakingfor anyof the purposesof this act.

http://www.oxforddictionaries.com/definition/english/appear
http://www.oxforddictionaries.com/definition/english/judge
http://www.oxforddictionaries.com/definition/english/magistrate
http://www.oxforddictionaries.com/definition/english/contain
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Section14 would equallyapply for issuingsummonsunder servicetax law by virtue of section83 of

FinanceAct1994,

It is to be known that, a centralexciseofficer, before issueof summonto assessee,canseekrecords

and information as per rule 22 of CentralExciseRules,2002. And as per rule 5 of ServiceTaxRules

1994, However,non-respondingto the letter issuedunderrule 22 of CCR,2002by the assessee,would

finally leadto issueof summonsundersection14of CentralExciseAct,1944.

Apart from commissionerlevelofficers,a Superintendentof CentralExciseis alsoan eligibleofficer to

issue summon under the said act. However, on obtaining prior written permissionfrom defined

officers under the said act, a Superintendentof Central Excisecan issue the summon, it is also

confirmed through instruction F. No. 207/07/2014-CX-6 dated 20th January2015by the CBECboard.

Further, it is also instructed by the Board that, the senior managementofficials such as CEO,

CFO,GeneralManagersof a largecompanyor a PSUshouldnot generallybe issuedsummonsat the

first instance. Theyshouldbe summonedonly when there are indicationsin the investigation,of their

involvementin the decisionmakingprocesswhichled to lossof revenue.

Hence,the assesseeneedsto understandthat, everybodyisnot anofficer of exciseunderthe act,and

havingtheir own limitations to act upon their duties and few technicalities/procedures/directions

/instructionsby the Boardareto be followed.

Precautionswhile givingstatements

ÅThe statement is a legally binding once unless it is retracted or additional information provided

immediatelythereafter.

ÅThetechniquesof takingstatementconsistsof fine mix of pressurizing,cajoling,decentbehavingand

threatening. Youhaveto learnto keepquite evenif provoked.

ÅRememberthat their job is to bring pressureon you. Your job is to sustain that pressurewhile

keepingcalmandcomposedςdifficult no doubt,but youhaveto learnto do it.

ÅBepolite but firm

ÅWhenyouhavethe information,providethe same.

ÅWhennot sureor do not know, do not giveroughdatesor approximatefigures. It isalwaysadvisable

to sayάLwill checkandlet youknow.έ

ÅReplieslikeΨ¸ŜǎΩΣΨbƻΩΣΨLcanreplyonlyafter checkingtheǇŀǇŜǊǎΩaremostappropriate.

Summons under Central Excise and Service 
Tax
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Summons under Central Excise and Service 
Tax

ÅOnetechniquein takingstatementsis to try to put wordsin your mouth. Another is to askΨƭŜŀŘƛƴƎ

ǉǳŜǎǘƛƻƴǎΩ. Thisshouldbepolitelybut firmly resisted.

ÅOnemore techniquesis to take statement simultaneouslyof different people in different rooms

and then you are told,Ψ¸ƻǳǊcolleagueMr. XYZstatesthat ΧΩ. In suchcase,best answerΨLhaveno

ƛŘŜŀΩΣorΨaŀȅbeheknows,but, I do notƪƴƻǿΩ.

ÅThepersonbeingsummonedshouldkeepa note of the entire proceedingsincludingthe questions

raised and the answer given by him for his own records. This could be laborious and time

consuming. However in doing so there would be a complete minutes of the summons. Also

dissuadesthe other sidefrom askingquestionsrepetitivelyandalsofocuson relevantquestions.

ÅThedepartmentofficerswould be morecautiousin askingquestions. It alsogivesthe personbeing

summonedlittle moretime to think beforeanswering.

Otheradditionalpoints

ÅThe statement should be voluntary and not under any threat. Departmentcannot compel any

personto giveincriminatingstatementwithout reasonable,fair andjust procedure.

ÅGenerallythe summonsshouldbe takenduringthe normalworkinghours

ÅStatementshouldbe in writing andsignedby the maker,asit safeguardsinterestsof the makeras

well asdepartments.

ÅThepersonbeingsummonedhasthe right to aska copyof the statementbeingrecorded.

ÅHe shouldread through and ensureit matcheswith his own statementwhich he hasrecordedin

hispersonalnotestakenduringsummons.

ÅRefreshingmemorybygoingthroughthe records,if availableat that time, isallowed.

Finally,getting summonunder section14 of CEA,1944 is little further step of exciseofficer from

seekingrecords, recording facts and information under the exciseact. Hence,every assesseeis

advisedto provide information on receipt of valid legalnotice issuedby authoritative officer from

the department without fail. Further, it is also suggestednot to encourage oral/telephonic

conversationwith the departmental officers and receipt of acknowledgementfor every records

submittedwith the departmentisgoodpracticeandalsoactas evidencein the court of law.

By Venkatanarayana G.M.
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Risk in Stock transfers K˾arnataka VAT and 
CST

Stocktransfer of goodsto a branchor consigneeis very commonin trade. Stocktransferscanbe

both inter-state(outsidethe state)andintra-state(insidethe state). A prudentbusinessmanshould

plan the sales transactionswith the option of stock transfers consideringthe VAT and CST

provisionsprevailingin the state. Planningsuchtransactionsis not a cakewalkas it involvesmany

risks. Fewof the pointswhichshouldbe consideredin caseof stocktransfersalongwith the details

of risk involvedarediscussedbelow.

INTRASTATESTOCKTRANSFERS

Intrastatestocktransfersusuallydo not involvemuchrisk or hasslesasthere would be no lossto

the revenuein the state aslong asgoodsmovewithin the state. However,the dealershallensure

that the documentationpart is taken care even in caseof intrastate stock transfers. Thedealers

shallrecorddetailsof suchmovementof goodsincludingthe description,quantity anddestination.

Maintenanceof registersat the place of despatchand receipt would be important along with

meetingthe requirementsof E-sugamin the stateof Karnataka. Dealershouldalsoensurethat the

additionalplacewhere the goodsare beingtransferredis registeredwith the VATauthoritiesand

registrationcertificateisamended.

Apart from this, the dealershallensurethat the inputs if any transferredto the other placesare

used for taxable activities if VATinput setoff has been claimed on such inputs by maintaining

proper records. If there is a changein useof goodson which input setoff hasbeenclaimedfor non

taxableactivities,then amountof setoff claimedshallbe repayablein terms of Section19 of KVAT

Act2003.

INTERSTATESTOCKTRANSFERS

Dealershouldconsidervariousfactorssuchas rates of local VATprovisions,input tax restrictions

and location of customersetc. before decidingto stocktransfer the goodsin courseof interstate.

Followingpointswouldbehelpful in this regard:

a) Requirementof FormF

In order to provea stocktransfertransactionasnon-saletransaction,the dealerhasto mandatorily

submit Form F to his local VAToffice. ObtainingFormsfrom the VATofficialsof goodsreceiving

statesisnot aneasytask. Departmentofficialsusuallydenyor delayissuingFormFsunlessall their

expectations(legalandillegal)aremet by the dealer.
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Risk in Stock transfers K˾arnataka VAT and 
CST

Though,it is not right to meet their illegalexpectations,it is highlyrecommendedto meet the legal

expectations including proper documentation with supporting application forms, disclosureof

information in the VAT/ CSTreturnsfiled. Nonproductionof FormFwould carrya greaterriskasthe

departmentcoulddemandfull rate of suchsalestransactions.

Thedealershallensurethat suchstocktransfersare not asa result of pre determinedsalesorder

which otherwisewould be liable for CSTat full rate of tax unlessFormCcouldbe producedby the

buyerof suchgoods.

b) Input tax reversalsasper localVATprovisions

VATprovisionsin mostof the statesrequiresthe dealertransferringthe goodsin courseof interstate

not as a result of sale to reversethe input credit availedon inputs at specifiedrates. In caseof

KarnatakaVATprovisions,the dealeris eligibleto claimVATinput setoff only over and above2%in

caseof inputs which are used in stock transferredgoodsas per Section14 of KVATAct 2003. For

instance,if VATinput setoff isRs.14,500/ - at the rate of 14.5%on inputswhicharestocktransferred,

dealeris eligibleto claiminput set off of Rs.12,500. Heshallnot be eligibleto claimbalance2%VAT

amountasper Section14.

Maintenanceof proper records to identify inputs used in suchstock transferswould be vital for

determining the amount of setoff to be reversed. Otherwise, the dealer would be required to

considerthe valueof goodsdespatchedequalto amount for which the goodsare ordinarilysoldby

the dealeror prevailingmarket priceof goodswhere the goodsare not ordinarilysold. In this case,

the dealercouldend up reversingcredit on total purchasesincludinginterstatepurchases/ imports

thoughno input setoff wouldhavebeenclaimedon interstatepurchasesandimports.

c) Costbenefit analysisof settingup branches

Thedealerbefore setting up branchesoutside the state shallundertakecost benefit analysisafter

consideringimportant factors suchas local VATprovisions,ability of the customersto avail input

setoff, rate of tax in both states. If the customerisnot in a positionto claimVATinput set off, then it

is viable to sell the goodsin courseof interstate saleagainstFormCwherein usuallyonly 2% CST

would be chargedto the customer. Otherwise,the dealerwould end up charginglocal VATrate to

the customerfrom the branchoutsidethe stateandalsothere would be a cost in form of VATinput

setoff reversalon stocktransferredgoodsin termsof Section14of KVATAct2003.
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Conclusion: Stocktransfersbeing inevitable in any business,the dealer should considervarious

risks and benefits availablein setting of branches. It would be wise if he consultsprofessionals

beforestructuringhisstocktransfertransactionsasVATprovisionsof more than onestateneedsto

beanalysedthoroughlyfor the purpose.

Pleasereachme at mahadev@hiregange.comfor anyfurther clarifications/suggestions/ feedback.

By C.A. Mahadev R

Risk in Stock transfers K˾arnataka VAT 
and CST

Procedure of Import

Goodsimported into the countryattract Customsduty andare requiredto confirm to relevantlegal

requirements. Importedgoodsshallbe allowedto be unloadedat the customsstationsubjectto the

specificationin the Import GeneralManifest (IGM) / Import Report for being unloaded. Further,

imported goodsshallnot be unloadedexceptunder the supervisionof the proper officer. Similarly,

for unloading imported goods on a Sundayor on any holiday, prior notice shall be given and

prescribed fees paid. For the purpose of clearanceof the imported goods, detailed Customs

clearanceformalitieshaveto be followed by the importers. Followingis the detailedprocedurefor

the import of goods:

1. Bill of Entry(BOE)

For goodswhich are offloadedat a port/airport for clearancethe importers havethe option to

clear the goodsfor home consumption after payment of duties leviableor to clear them for

warehousingwithout immediatedischargeof the duties leviablein terms of the warehousing

provisionsof the CustomsAct,1962. For this purposeeveryimporter is requiredto file in terms

of the Section46, a BOEfor homeconsumptionor warehousing,asthe casemaybe, in the form

prescribedby regulations.

UnderEDIsystem, no formal BOEis filed asit is generatedin the computersystem,but the importer

is required to file a cargodeclarationhavingprescribedparticularsrequired for processingof the

BOEfor Customsclearance. The importer clearingthe goodsfor domesticconsumptionthrough

non-EDIports/ airportshasto file BOEin four copies; originalandduplicateare meant for Customs,

third copyfor the importer andthe fourth copyis meantfor the bankfor makingremittances.

mailto:mahadev@hiregange.com
mailto:mahadev@hiregange.com
mailto:mahadev@hiregange.com
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Alongwith the BOEthe followingdocumentsarealsogenerallyrequired:

a) Signed invoice

b) Packing list

c) Bill of Lading or Delivery Order/Airway Bill

d) GATT valuation declaration form

e) Importers/Customs Broker's declaration

f) Letter of Credit, wherever necessary

g) Insurance documentImport license, where necessary

h) Industrial License, if required

i) Test report, if necessary

j) Catalogue, technical write up, literature for machineries, spares or

k) chemicals, as applicable

l) Separately split up value of spares, components, machinery

m) Certificate of Origin, if preferential rate of duty is claimed

Underthe EDIsystem, the importer filesdocumentsin electronicformat containingall the relevant

information to the ServiceCentre. However,the servicecentre operator would collect a signed

paper copy of the declaration. After verification, the data is filed by the ServiceCentreOperator

and EDIsystemgeneratesa BOENumber. No originaldocumentsare taken at this stage. Original

documentsare takenat the time of examination. Theimporter/ CustomsBrokeralsoneedto sign

on the final documentbeforeCustomsclearance.

2. Noting/ Registration

Thisis the first stagefor processinga BOEvis-a-vis the IGM filed by the carrier. In the manual

format, the importer hasto get the BOEnoted in the concernedNoting Section. Theofficers

will check the consignmentsought to be cleared (havingbeen manifestedin the particular

vessel)and a BOEnumber is generatedand indicated on all copies. In the EDIsystem, the

notingaspectischeckedby the systemitself,whichalsogeneratesBOEnumber.

3. Scrutinyby Appraisinggroup

After noting, the BOEis sent to the AppraisingGroup of the CustomHousefor assessment

functions,paymentof duty etc.

Procedure of Import
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Appraisingwingof the CustomHousehasa numberof Groupsdealingwith commoditiesfalling

under different ChapterHeadingsof the CustomsTariff and they take up further scrutiny for

assessment,import permissibilityangleetc.

4. Self-Assessment

The concept of 'Self-Assessment'has been introduced vide FinanceAct, 2011, under the

CustomsAct,1962. Section17 of the saidActprovidesfor self-assessmentof duty on imported

goods by the importer himself by filing a BOEin the electronic form, as per Section 46

respectively. Thus,under self-assessment,it is the importer who will ensurethat he declares

the correct classification,applicablerate of duty, value, benefit of exemption notifications

claimed,if any,in respectof the importedgoodswhile presentingBOE

5. Examinationof goods

All imported goodsare required to be examinedfor verification of correctnessof description

given in the BOE. Suchexaminationprocessis carried out on random selectionbasis. After

examinationof the goods,the ShedAppraiserentersthe report in EDIsystemandtransfersfirst

appraisementBOEto the appraisinggroupandgives'out of charge' in caseof alreadyassessed

BOEs. Thereupon,the systemprintsBOEandorderof clearance(in triplicate).

6. Executionof bonds

For availingduty free assessmentor concessionalassessmentunder different schemesand

notifications,executionof endusebondswith BankGuaranteeor other suretyis requiredto be

furnished.

7. Paymentof duty

The duty can be paid in the designatedbanks through TR-6 Challan. Bank endorsesthe

paymentparticularsin challanwhich is submittedto the Customs. Facilityof e-paymentof duty

through more than one authorized bank is also availablesince 2007 at all major Customs

locations. With effect from 17-9-2012e-paymentof Customsduty is mandatoryfor importers

registeredunderAccreditedClientsProgrammeandimporterspayingduty of Rs. 1 lakhor more

perBOE.

8. Amendment of BOE

Whenevermistakesare noticed after submissionof documents,amendmentsto the BOEis

carriedout with the approvalof Deputy/AssistantCommissioner. Therequestfor amendment

maybesubmittedwith the supportingdocuments.

Procedure of Import
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Procedure of Import

9. PriorEntryfor BOE

Forfasterclearanceof the goods,Section46 of the CustomsAct,1962allowsfiling of BOEprior

to arrivalof goods. ThisBOEis valid if vessel/aircraftcarryingthe goodsarriveswithin 30 days

from the date of presentationof BOE. TheadvanceBOEwould be issuedin 5 copies,the fifth

copybeingcalledAdvanceNotingcopy.

10.BOEfor bond/warehousing

A separateform of BOEis used for clearanceof goods for warehousing. The goods to be

warehousedwould be required to be assessedat the time of clearancethough the duty is not

paid. Thisis done only to securethe duty in casethe goodsdo not reachthe warehouse. All

documents,asarerequiredto be attachedwith a BOEfor homeconsumptionarealsorequired

with the BOEfor warehousingwhich is assessedin the same manner and duty payable is

determined. Theduty is paid at the time of ex-bond clearanceof goodsfor which an Ex-Bond

BOEis filed. Therate of duty applicableto importedgoodsclearedfrom a warehouseis the rate

in-forceon the dateof filing of Ex-BondBOE.

11.RiskManagementSystemin import

BOEsand IGMsfiled electronicallyare transmitted to the RMS. The RMSprocessesthe data

througha seriesof stepsandproducesan electronicoutput. Thisoutput determineswhether a

particularBOEwill be taken-up for action(appraisementor examinationor both) or be cleared

after paymentof duty andOutof Chargedirectly,without anyassessmentandexamination.

By C.A. Monalisa Khuntia

Watch us on YouTube!!!

/ƭƛŎƪ ƻƴ ǘƘŜ ōŜƭƻǿ ƭƛƴƪ ǘƻ ǾƛŜǿ ǘƘŜ ǾƛŘŜƻ ƻƴ ǘƘŜ {ŜƳƛƴŀǊ άUnderstanding of 
{ŜǊǾƛŎŜ ¢ŀȄ /ƻƴŎŜǇǘǎέ

http://youtu.be/hmVzCzD3bnM

http://youtu.be/hmVzCzD3bnM
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Credit availment by Hotels and Restaurants

Introduction

Under negativelist basedtaxation, servicetax is levied on serviceportion in an activity wherein

goods, being food or any other article of human consumption or any drink (whether or not

intoxicating)is suppliedin anymanneraspart of the activity.

Without getting into validity of STlevy on supplyof food or drink, we have examinedwhether

creditscanbeavailedbyhotel whenit paysservicetax on abatedvaluesof services?

What is cenvatcredit Scheme?

Cenvatschemeis a beneficent piece of legislation and unless it is shown that the items are

specificallyexcludedfrom the definitionsof the termsάƛƴǇǳǘǎέΣάƛƴǇǳǘǎŜǊǾƛŎŜέorάŎŀǇƛǘŀƭƎƻƻŘǎέΣ

CenvatCreditcannotbedenied.

It shouldbe ensuredthat the creditsarenot restrictedasper definition of inputs, input servicesor

capitalgoodsprior to availment.

Theproviderof taxableoutput servicescanavaileligiblecenvatcredit on inputs,input servicesand

capitalgoodsusedfor providingtaxableservices.

Whethercreditson exemptedservicescanbe availed?

The cenvat credit cannot be availedon inputs, input services,capital goodswhich are used to

provideexemptedservices. Rule2(e)of CenvatCreditRulesdefinesexemptedservicesto mean

a. output serviceswhichareexemptedfrom the wholeof the servicetax leviablethereon,

or

b. serviceson whichno servicetax is leviableundersection66Bof FinanceActor

c. the output serviceswhose part of the value is exempted on the condition that no

credit of inputs and input servicesused for providing such output service can be

taken. But shall not include a servicewhich is exported in terms of rule 6A of the

ServiceTaxRules,1994.Ω

Creditavailmentby hotelsand restaurants

Asfar asthe restaurantandalsofor accommodationservice,on whicha portion isexempted,there

is no condition that credit of inputs and input servicesused for providing such output service

cannotbe availed.
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Credit availment by Hotels and Restaurants

Thecenvatcredit of eligibleinputs,input servicesandcapitalgoodsin relation to restaurant(other

than inputs of Chapterheading1-22 of CentralExciseTariff) canbe availedfully if companywere

doingonly that activity.

Thoughunder earlier servicetax law till 1.7.12, when abatement option was opted for taxable

servicessuchascatering,restaurant,accommodationservices,mandapkeeperservicesthere was

a specificrestriction to avail the cenvat credit on inputs, input servicesand capital goodsused

for providing such taxable services. The credit related to restaurant servicesare restricted till

1.7.12andcouldnot havebeenavailedat that time.

Presentpositionon cenvatcredit availmentisasfollowsfor hospitalitysector:

Taxable services Taxable 

portion

Eligibility of cenvat credit

Bundledserviceby wayof supply

of food or any other article of

human consumption or any

drink, in a premises( including

hotel, convention centre, club,

pandal, shamianaor any other

place, specially arranged for

organizing a function) together

with renting of such premises

e.g. mandapkeeperservices

70% (i) CENVATcredit on any goodsclassifiableunder

Chapters1 to 22 of the CentralExciseTariff Act,

1985 (5 of 1986) used for providing the taxable

service,has not been taken under the provisions

of the CENVATCredit Rules,2004.The credit on

other inputs,input servicesandcapitalgoodsused

for providingsuchtaxableservicescanbeavailed.

Renting of hotels, inns, guest 

houses, clubs, campsites or other 

commercial places meant for 

residential or lodging purposes.

60% CENVAT credit on inputs and capital goods, used 

for providing the taxable service, has not been 

taken under the provisions of the CENVAT Credit 

Rules, 2004.The credit on input services used for 

providing such taxable services can be availed.
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Credit availment by Hotels and Restaurants

he doubt in the industry is whether the abatedportion is an exemption. Consequentlythe credit

could be restricted. Someof the big playersin hospitalitysectorare seento be erring on sideof

caution even now. Theyare not availingcredit on inputs and input servicesattributable to the

abatedvaluesof servicessuchasrestaurantservice.

In other wordsfor exampleif credit like AMC,rentalsof hotel premisesis Rs100000, valueof total

amountchargedby restaurantfrom customersisRs100Lakhs. Thecredit of merelyRs40000(40%)

is beingavailedby suchserviceproviderasfollows - Rs1 Lakh*40 Lakhs[taxableportion on which

STpaid]/100 Lakhs. Thoughthis is not prescribedby law, it is neverthelessbeing followed as a

measureof abundantcaution.

In opinion of paperwriters eligiblecredit could be availedby the restaurantand accommodation

servicesprovidersw.e.f 1.7.12. Howeverit maybebetter to intimate the methodologyof availment

of credit byRPADletter to rangeto avoidlater demandsandlitigation in this regard.

By CA. Roopa Nayak

Taxable services Taxable 

portion

Eligibility of cenvat credit

Restaurantservice. 40% (i) CENVATcredit on any goodsclassifiableunder

Chapters1 to 22 of the CentralExciseTariff Act,

1985 (5 of 1986) used for providing the taxable

service,has not been taken. The credit on other

inputs, input servicesand capital goodsused for

providingsuchtaxableservicescanbeavailed.

Outdoorcatering 60% (i) CENVATcredit on any goodsclassifiableunder

Chapters1 to 22 of the CentralExciseTariff Act,

1985 (5 of 1986) used for providing the taxable

service cannot be availed. The credit on other

inputs, input servicesand capital goodsused for

providingsuchtaxableservicescanbeavailed.
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FactsandBackground:

Dealer in home applianceslike mixer grinder, gasstovesetc. As their regular practice they allow

quantity discount to distributor. Thiswas claimedas deduction from the total turnover. Assessing

authority disallowedthe discountstatingthat suchdiscountsarenot relatedto salesaffectedby the

relevanttax invoices.

Issue:

Whether quantity discountallowed to distributors is eligible for deduction as per Rule3(2) (c) of

KVATRules2005from the taxableturnover?

Contentionsof the Appellant:

Discountsallowed are reflected in the tax invoice and were as per the regular practice and the

considerationreceivedby assesseefrom distributors is after discount. All conditionsof Rule3(2)(c)

aresatisfied.

Contentionsof the department:

Discountsallowedarenot relatedto the saleseffectedby the relevanttax invoicesandthereforenot

eligiblefor deduction.

High/ƻǳǊǘΩǎDecision:

As per Rule3(2)(c) it is very clear that discountallowed in accordancewith regularpracticeor in

accordancewith contract or agreementinto a particularcaseandάǘŀȄinvoiceissuedin respectof

salesrelatingto suchdiscountsshowsthe amountallowedasŘƛǎŎƻǳƴǘέ.

- By CA Mahadev R 

Maya Appliances (P) Ltd Vs State of Karnataka 
dated19 th March 2014[ Kar High court]
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