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| PUBLIC NOTICE NO. 04/BPL/2013
| (Service Tax)
Subject: The $ervice Tax Voluntary Compliance Encouragenient Scheme

clarification regarding.

Attention of HLc field formations. service providers. trade & industrics. the public in
general %md all 001‘1061‘1'15(1 is invited that the Service Tax Voluntary Compliance Fncourageinent
Scheme:(VCES)QOB '1as came into effect from 10.05.2013. Some ol the issues raised with
referenc}e to the Schclme have been clarified by the Board vide Circular No. 170/5/2013-ST.
dated 08.08.2013. Subsequently, references have been received bv the Board sceking {urther
clarification as regards the scope and applicability of the Scheme.

| \

2. T'he issues have been examined and clarifjcations thereto arc as follows:
S. No. | Issues ' Clarification |
] Whether the communications, wherein department has | Attention is invited to clarification |

sought information of roving nature from potential | issued at 5> NG= Of the cireular Ta
o . : 1 , . el I .
taxpayer regarding their business activities without 169/4/2013-S 1. daed 153520015 ux

i secking any documents from such persofi or calling his | regards the scope of soction U6 )
. presence, whifilc quoting the authority ol section 14 of | () of the Finance Act. 2613, wheten
| the Central | Excise Act, 1944, would attract the | it has been clarilied that the provision
‘ provision of section 106(2) (a) ? of section 106 (2) (a) (i) shall bhe
:1 ‘ i-.mrac[cd only in such cascs whuie
| | | accounts, | Jocuments or other
| : | evidence are requisitioned hy the
| “authorized ofticer from the deckuaa
| i '| under the authority of a stuulory
‘ ‘ | provision.
‘ ‘ | A communication ol the natwre as o
| '| | mentioned in the previous  colinn
! i would nat attraet  the [‘l'll\i,“-:ll'f'v ol !
' ‘ | section 10612)a) <ven thoueh e
' :. anthority bf seetion 14 of the Uentral
| | ‘ {aeise At mav have been waned
, i I therein.
[ -3 A:Td\»c_b;e:ax two different locations. ;:1\ Mumbai | Two écpur.alc service registrations e
'i and .v\hmcdq'had. Both are separately repisiered. The | two distinet assesses log the porpese
‘ of servipe tax  levy.  Therefore.

I , | eligibility of availing of the Sehoae



eceived a Show Cause
svayment of tax on a
ul the Ahmedabad unit

I 1 T
Mumbai unit has
Notice for non-g
revenue stream 4

he unit that has |

_ y_T
use notice shali pe
nder the Scherne

not been issued a show ca
eligible to make a declaration u

|
|
has not. Whethef the Ahmedabad unit is ‘\
eligible for VCES? i1 [0 1 5 % s oo [
13 Whether a declaration can be made under Any service tax that has been paid utilizing the
' the Scheme in r;spect of CENVAT credit irreqular credit, amounts to non-payment of service
wrongly utilized [for payment of service tax. Therefore such service tax amount is covered
_____#ﬁx? I 0 S __m?ﬂm_@@mpj faxdues™
P4 Whether a party, Bgainst whom an inquiry, | Yes. There is no bar from filing of declaration in
‘ investigation or gudil has been iniicted | suLh cases. '
after 1.3.2013 (the cutoff date) can make | \
a declaration under the Scheme? | | . ..o | R —
"5 | There was a default and a Show Cause inline coniext of the Scherie, he cclevant period is 1-
| Nolice was issugd for the period prior o fram Oct 2007 to Dec 20127 Therefore, the 2 l
the period covefed by the Scheme, i.e. | proviso to section 103 (1) shall be autracted only iIn
before Oct 2007 | Whether declaration can | such cases where & show cause notice or order of
pe filed for defadlt on the same issue for | determination has been issued for the period frorn
the subsequent period? Ott 2007 to Dec 2017 Accordingly, issuance of & |
show cause notice or order of determination for any \
period prior to Ocl 2007, on an issue, would not
make a person ineligible to make a declaration
under the Scheme o the same issue for the period |
covered by the Scherne Therefore, declaration |
1 | canbe made under VCES. . _ _ . _
B In a case where the assessee has been “?Es— declarant can declare the “tax dues”
audited and an audit para has been | concerning an isste which is nat 2 parl of the audit |
issued, whether the assessee can declare | para. ‘
liability on an issue which is not a part of
|| the audit para, under the VOES 20137 __| Lo mne o Le ade iy
i Whether a perspn, who has paid service LJ,nder VCES a declaration ca\' ne made only in ';
respect of “tax dues” A casg where no tax s

ar period but failed to file
e the benefit of VCES
s to avaid payment Of
filing of return?

tax for a particu
return, can tah
Scheme so a
penaity for non-

picnding, but return ias not been fled, does not
come under lhe anibit of the | Seieme. Howaver
rule 7C of the Sorvice Tax Rues provides for
waiver of penalty in deserving cuses where teturn |
Has not been filed and, in such cases, the assessee |
may seek relief under rule 7C i

8 |'A person has made part payment of his
tax dues' on ary issue before the scheme
was notified afd makes the declaration
under VCES fof the remaining part of the
1ax dues. Will he be entitled to the benefit
of non-payment of interest/penalty on the
tax dues paid by him outside the VCES,
ie.. (amount paid prior to VCES)?

o The immunity from interest and penél@ is only ‘

for “tax dues” declared undar VGRS ll
|
If any "tax dues’ have been paid prior to the: |
gnactment of the scheme, any liabilly of interest of
penalty thereon shall be adjudicated as per the
provisions of Chapter V of the Finance Act, 1894
and paid accordingly.

Whether an assessee, who, during a parn
of the period cavered by the Scheme, is in
dispute on an ssue with the department
under an erstwhile provision of law, can
declare his liability under the amended
provisions, while continuing to litigate the
outstanding ligbility under the erstwhile
provision on the issue?

In terms of the second proviso to section 106 (1),
where a nolice of order of deter o ation has been
issued to a person in respect ©f any lgsue, no

i
{

declaration shall be made by such persen o
| respect of “tax dues” on the same issue 167

il an issag s baing
covered by the |
tion |

| subsequent period 1herefore,
litigated for a part of the pericd
Scheme, i.e., Oct, 2007 to Dec 2017, no ceciars
terms _of the

3™

can_be filed under VCES in |

send




@)
L. Jooo b L e
ho ! Whether upon filing a declaration a

declarant realizes {hat the declaration filed
by him was incorrict by mistake? Can he
file an amended d claration’

|

[T1311 [What s the |consequence if
l ‘i designated authority does not jssue an
| acknowledgement within seven working
| days of filing of declaration? Whether the
1 declarant can stait making payment of the
|

tax dues even if acknowledgement 1s not

1 issued?
|
712 | 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?

13 TWhat i The appeal mechanism against
I the order of the designated authority
! whereby he rejects the declaration under

| section 106 (2
A declarant pays a certain amount under
the Scheme | and subsequently  his
declaration is rgjected. Would the amount
so paid by him be adjusted against his
liability that may be determined by the
depariment?

the |

| 31.02.2013_ |1

f the Fingnce Act, 20137

eriod. il

The declarant 18 expectad to de
aistake ig discoverad suo-

correctly. In case the

provis?)__o_ri the same “issue _f-c_)#_t_he subsequent |

|

jare his tax dues

moto by the declarant himsell, he ey approach ihe

designated ag&thority, who, aflar taking into ac:ount
the overall facts of the case may alle & amendments
o be made [in the
amended declaration s furnishea bty
before the cut off date for filing of declaration, i e,
Depariment | would :
acknowledgement is issued in seven working days
from the datfe of filing of the declaranon. I may
however be noted that payment of tan dues uncef
the Scheme|is not linked to the issuance of an
acknowledgement. The declarant can pay tax dues
aven before the acknowledgemant s iesued by the
department.
|

B R o e S e g
Yas. In terms of section 106 (2) of the Finance Aet |

2013, the designated authority shall, by un oraer,
and for reasons 1o be recorded | in wriing reject a
declaration if any inquity/investigat an o el weis
panding against the declatant as or Ihie cutoff dnte,
ie, 1.3.2013. An order undef this =< har 3tis

passed following the principles of niztural justice

b

To allay any apprehension of undue delays and
uncertainty, | it is clarified that designated
authority, if he has reasons o beheve that the
declaration is covered by section UG (2%

Y

ewsuiz mnat 2

declaration, provided that the .
deciarant .

l

zhall give |

a notice of intention to reject tne diaglmration within

30 days of the date of fiing of ihe
stating the reasens for the intenticn to reject the
deciaranon.!For declarations already lled, the seic
period of 30 days would apply front tha dute of this
circular

umty to
e designatae

The declarant shall be given an i
heard before any order is passad by |
authority.

The Scheme does
filing of appeal against the

not have a statuior 7 provicion 1o

order ([t reiechion O

declaration | under section 108 '2) by the dasignitix)
authority. | |
The amount so paid can e adjusied aginnst e

liability that is determined by the degaitmeit

;jg‘j:sie_cﬁon 111 _prescribes that where E;j‘_l‘@__ggmm_iﬁﬁ__@f_ﬂa@@c__f|r'.'_t'_"-:g_erp saeall facts of e

deaclaration

|
|



| Commissioner
| reasons to bel
| | made by the d'reclarant was 'substantially
. | false’, he may serve a notice on the
| declarant in relﬁpect of such declaration

of Central Excise has | case,_Taking into account th
leve that the declaration | believe, take a judiccous vigw

R ——— e e
e reasons he has 1o
g lo wihaiher a

noi feasipie

declaration is 'substardially {alse’. i
to define the term

.
|

“substantially fa'se” in precise !

| '
terms. The proceeding under gectie: 111 would be |

| However, what constitutes a ‘substantially | initiated in accordance with te priroples of nataral

false’ declaration has not been specified Justice.
To illustrate, a declarant has (1jI‘:clams‘ nis "tax dues”
, | as Rs 25 lakh. However, Comimissicrer nas snecific
information that declaration hab becr made only for
part liability, and the actual "tdx duas’  are Res 5O
lakh This declaration would fﬁ‘ali in e caicgory of
| “substantially false”. ‘
ol I T T = This example is only ilustratve.
16 | What 1s the consequence if a declarant | One of the conditions of the %chema isection 1C7
fails to pay $lleasl 50% of declared | (3))is that the declaranl shail pay atieast an amount
amount of tax dues by the 31® Dec 2013? | equal to 50% of the declarad tax dues undar the
Scheme, on or before the 31.12.2013 Thereiore, if
the declarant fails to pay atleast L0% of the
. declared tax dues by 31° Dec, 2013 ne wolld not
L |beeiigibletoavail of the benefil of the scheme
17 | Whether the CENVAT credit is admissible | The VCES Rules 2013 prescribe that CENVAT |
on the inputslinput services used for | credit cannot be utiized for caymear of "tax dues” |
[ provision of output service in respect of | under the Scheme Accordingly e “tax dues”
which declaration has been made under | under the Scheme shail be paid in cash
| VCES for payment of any tax liability
outside the VCES? The admissibility of CENVAT cred. ¢ ary npuis
' and input services usad for provision of ouiput
service in respect of which declaration has been
made shall continue to be goversed by the
| provisions of the Cenved Creaid Rules 1004
(| 18 (8) Whether tli'ee tax dues amount paid | Rule 6(2) of the Service Tax \/olunia;y C‘b_mﬁiia'née
| l under VCES |would be eligible as | Encouragement Ruizs, 2013 prascribas  that
CENVAT credit to the recipient of service | CENVAT credit cannot be uidlized {or paymeni of
under a supplementary invoice? “tax dues” under the Scheme Except this condition:, |
all issues relating to admissizility of CENVAT cradit
| (b) Whether cenvat credit would be | are to be determined in terins of the ~rovisicns of |
| admissible to the person who pays tax | the Cenvat Credit Ruics
dues under VGES as service recipient
under reverse charge mechanism? As regards admissiblty of CENYA T cedit in
situations covered under pait (a) ance D), atention
is invited to rule S(1)(Lh: and I(1)(e) espentivaly ¢f
the Canvat Credit Rules
19 1In terms of s'pc:tion 106 (2)(b), if a | Imtiation of audit: For the purnoses o VCES fhe
declaration made by a person against | date of the visit of auditors lo ti: udic of -
whom an auditf has been initiated and | laxpayer woulc oo taken as cie dal - O iniation Ol
| where such audit is pending, then the | audit. A register is maintained of alt ssits ‘or audi
designated authFrily shall by an order and | purposes '
for reasons to | be recorded in writing,
| reject such declaration. As the audit | Culmination of audit: The audit vioce s iy |
| process may irfjvolve several stages, it | culminate in any of the inllowing man
' [ may be indicated as to what event would | (i) Closure of audit file if nc discroywoncy TUR B
constitute, - in audit;
(1} initiation of audit; and (i) Closure of audit para by the HMontorng
[ 1 (i) culmination of audit. Committee Meeting (MCHW), |



L )

il

(ii)Approval of audit para by
MCM  and  pavment ol

grmount involved  therein |

by the party in terms of the |

provisions of the Finance
Act-1984.

(iv)Approval of jaudit para by
MCM.and  issuance ol
SONIT party  docs  not
agree to the para so ruised

The audit culminates at a |

point when the audit paras aic

settled in any manner as stated |

above.

The, pendency: of audit as on

1.3.2013 means an audit that has
been initiated before 1.3.2013 but
has noticulminated as on 1.3.2013.

—_—— ————— . ——— -

3. All the Members of Regional Advisory Commitice. the Trade Associations and the
chamber of Commerte are requested (o bring the contents of [this Public Notice to the
knowledge of their constituent member for information. guidance and necessary action.

Authority :- CBEC's Circlilar No.170/5/2013-5T,
dated 08/08/2013 issued under F.N0.B1/19/2013-TRU(Pt)

dated 08/08/2013

(Dr. D.K. Verma)
Comglssionet

L€ ajnn




