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Circular No. C-3/2012-13/ 07 Dated 31" August, 2012

30 -
All Members

Dear Sir,

Re : Service Tax

The Members of Revenue, Ministry of Finance, Govt of India, vide its Notification No 26/2012-Service Tax has
exempted the taxable service of the description specified in column (2) of the table enclosed, from so much of the
service tax leviable thereon under section 66B of the Service Tax Act, as in the excess tax calculated on the value which
is equivalent to a percentage specified in the corresponding entry in column no. (3) of the said table of the amount

- charged by such service provider for providing taxable service, subject to the relevant conditions mentioned in the
corresponding entryin column (4) of the table.

Hitherto, barring few cases, the service recipient was under no obligation towards the government regarding services
received by it and a trading/manufacturing concern was happy discharging service tax on the basis of invoice raised by the
service provider. Now from July, 2012 onward, under notification no 30/2012-Service Tax, many manufacturing and
trading concerns will have to obtain service tax registration even if they never have and never will provide taxable
services. This is following the introduction of Reverse Charge Mechanism and the service tax shall be paid by the service
recipient. The cases where service tax liability will have to be discharged by the service recipient are shown in the
corresponding column No (8) of the table enclosed.

A single company can have different contracts with the different directors depending upon the nature of work executed
by them. They can be executive director, non executive director and nominee director. The executive directors have
overall responsibility for primary management of the company and are usually paid salary and other benefits. The
Executive Directors’ salary and remuneration (other than profit linked commission for which TDS is being deducted u/s
192 of Income Tax Act) should not form part of the taxable service under the meaning of Service Tax (clause 44 of section
65B of the Finance Act, 1994). :

Under circular no 161/12/2012-ST dated 6th July, 2012, the Negative List based comprehensive approach to taxation of
services came into effect from the first day of July, 2012. For payment of service tax under the new approach, a new Minor
Head - ‘All taxable Services’ has been allotted under the Major Head “0044-Service Tax”

Accounting codes for the purpose of pavn:lent of service tax under the Negative List approach, with effect from 1st July,
2012 areas follows:

'II\lamE of Services Accounting codes
= | Tax Collection | Other Receipts | Penalties | Deducted refunds
All Taxable Services | 00441089 00441090 00441093 | 00441094

NOTE : (1) Service specific accounting codes will also continue to operate side by side, for accounting of service tax
pertaining to the past period (meaning, for the period prior to 1st July, 2012) (ii) Primary Education Cess on all taxable
Services will be booked under 00440298 and Secondary and Higher Education Cess dn all taxable services will be booked
under 004404298: (iii) a new sub-head has been created for payment of “penalty”, the sub-head “other receipts”is meant
.only for payment of intetest_ etc. leviable on delayed payment of service tax, (iv) the sub-head “deduct refunds”is not to
be used by the assessees, asitis meant for use by the Revenue/Commissionerated while allowing refund of tax

Thankingyou, | .
For.Chamber of Textile Trade & Industry (COTTI)

Mahendra Jain
Hony. Secretary
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