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Dear Professional Colleague,

Effective Rate of Service Tax under Abatement, Reverse Charge and Valuation Rules after
introduction of KKC

Pursuing with an objective to finance and promote initiatives to improve agriculture and
farmer welfare, the Government has announced a new cess namely ‘Krishi Kalyan Cess’
(“KKC”), to be levied at 0.5% on the value of all taxable services w.e.f June 1, 2016.

In this regard, a new Chapter VI has been inserted in the Finance Bill, 2016, that contains the
following provisions, which is applicable with an enactment of the Finance Bill, 2016.
Thereby, effective rate of Service tax going to be increased from 14.5% to 15%:

e Provisions of Chapter VI shall come into force on the 1% day of June, 2016;

e KKC shall be levied and collected as Service tax on all the taxable services at the rate of
0.5% on the value of such services for the purposes of financing and promoting
initiatives to improve agriculture or for any other purpose relating thereto;

e Levy of KKC shall be in addition to any cess or Service tax leviable on such taxable
services under Chapter V of the Finance Act, 1994 (“the Finance Act”), or under any
other law for the time being in force;

e The proceeds of KKC shall first be credited to the Consolidated Fund of India and the
Central Government may, after due appropriation made by Parliament by law in this
behalf, utilise such sums of money of the KKC for such purposes specified above, as it
may consider necessary;

e The provisions of Chapter V of the Finance Act and the Rules made thereunder,
including those relating to refunds and exemptions from tax, interest and imposition of
penalty shall, as far as may be, apply in relation to the levy and collection of KKC on
taxable services, as they apply in relation to the levy and collection of tax on such
taxable services under the said Chapter or the Rules made thereunder, as the case may
be.

‘

KKC’ though said to be Cenvatable in the hands of Service Provider only, but appropriate
amendments also required in the Cenvat Credit Rules, 2004:

Unlike Swachh Bharat Cess (“SB Cess”) imposed w.e.f. November 15, 2015, which is not
Cenvatable neither in the hands of service providers nor manufacturers, in terms of TRU F.
No. 334/8/2016-TRU dated February 29, 2016 [Para 3.1], it is provided that Cenvat credit of
KKC paid on input services shall be allowed to be used for payment of the proposed Cess on
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the service provided by a service provider. However, corresponding changes are yet to be
incorporated in Rule 3 of the Cenvat Credit Rules, 2004 to provide requisite legal backing for
availment of Cenvat credit.

After levy of KKC, Service tax rate would increase from 14.5% to 15%, effective from June 1,
2016. An illustration showing levy of Service tax and SB Cess & KKC is given below assuming
Rs. 1,000/- as value of a taxable service:

Particulars Tax/ Cess (Rs.)
Value of taxable service (a) 1,000/-
Add: Service tax @ 14% on (a) 140/-
Add: SB Cess @ 0.5% on (a) 5/-
Add: KKC @ 0.5% on (a) 5/-
Total: 1,150/-

We are summarizing herewith the effective rates of Service tax to be payable for services
under Abatement Notification w.e.f June 1, 2016 after imposition of KKC, for easy digest:
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Sl. | Description of taxable | Taxa
No. service ble
per
cent
(%)
1 Financial leasing | 10

including hire purchase

2 Transport of goods by | 30
rail (other than service
specified at SI. No. 2A
below)

2A | Transport of goods in | 40
containers by rail by any
person other than
Indian Railways

3 Transport of | 30
passengers, with or
without accompanied
belongings by rail

4 Bundled services by | 70
way of supply of food or
any other article of
human consumption or
any drink, in a premises
together with renting of
such premises

5 Transport of passengers
by air, with or without
accompanied
belongings in -

Effective
rate of
ST:
01.06.20
15 to
14.11.20
15
(%)
1.4
(14%*10
%)
4.2
(14%*30
%)

NA

4.2
(14%*30
%)

9.8
(14%*70
%)

Effective rate of ST:
15.11.2015 (after
Introduction of SB Cess
@ 0.5%) to 31.05.2016
(%)

1.45
(14.5%*10%)

4.35
(14.5%*30%)

Entry inserted vide NN

8/2016-ST dated
01.03.2016 w.e.f
01.04.2016

Applicable rate of ST
w.e.f 01.04.2016 to
31.05.2016: 5.8
(14.5%*40%)

4.35
(14.5%*30%)

10.15
(14.5%*70%)

Effective rate

of ST:
1.06.2016
(after
Introduction
of KKC @
0.5%)
(%)
1.5
(15%*10%)

4.5
(15%*30%)

6
(15%*40%)

4.5
(15%*30%)

10.5
(15%*70%)

Mobile: +91 98106 04563; E-mail: bimaljain@hotmail.com



Bimal Jain

FCA, FCS, LLB, B.Com (Hons)

7A

9A

(i) economy class 40 5.6 5.8 6
(14%*40 (14.5%*40%) (15%*40%)

%)

(ii) other than economy | 60 8.4 8.7 9

class (14%*60 (14.5%*60%) (15%*60%)
%)

Renting of hotels, inns, 60 8.4 8.7 9

guest houses, clubs, (14%*60 (14.5%*60%) (15%*60%)

campsites or other %)

commercial places

meant for residential or
lodging purposes.

Services of goods| 30 4.2 4.35 4.5
transport agency in (14%*30 (14.5%*30%) (15%*30%)
relation to %)

transportation of goods

other than used

household goods.

Services of goods | 40 NA Entry inserted vide NN 6
transport agency in 8/2016-ST dated | (15%*40%)
relation to 01.03.2016 w.e.f
transportation of used 01.04.2016

household goods.
Applicable rate of ST
w.e.f 01.04.2016 to
31.05.2016: 5.8 (
14.5%*40%)

Services provided by a| 70 | Entry inserted vide NN 8/2016-ST 10.5
foreman of chit fund in dated 01.03.2016 w.ef. | (15%*70%)
relation to chit 01.04.2016, earlier omitted vide NN

08/2015-ST dated 01.03.2015.

Applicable rate of ST w.e.f
01.04.2016 to 31.05.2016: 10.15
(14.5%*70%)

Renting of motorcab 40 5.6 5.8 6
(14%*40%) (14.5%*40%) (15%*40%)

Transport of | 40 5.6 5.8 6

passengers, with or (14%*40%) (14.5%*40%) (15%*40%)

without accompanied
belongings, by-
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10

11

12

a) a contract carriage
other than motorcab

b) aradio taxi

Service tax is proposed to be levied on service of transportation of passengers by air
conditioned stage carriage @ 40% after abatement of 60% without input tax credit,
with effect from 01.06.2016 [Deletion of Section 66D(0)(i) of the Finance Act and
insertion of Entry No. 23(bb) of the Mega Exemption Notification w.e.f 01.06.2016]
Transport of goods ina | 30 4.2 4.35 4.5
vessel (14%*30%) (14.5%*30%) (15%*30%)
Services by a tour

operator in relation to-

(i) a tour, only for the | 10 1.4 1.45 1.5
purpose of arranging or (14%*10%) (14.5%*10%) (15%*10%)
booking
accommodation for any
person
(ii) tours other than (i) H 40/30 5.6 15.11.2015 to 4.5
above (14%*40%) | 31.03.2016:5.8 (15%*30%)
(14.5%*40%)
01.04.2016 to
31.05.2016: 4.35
(14.5%*30%)

NN 8/2016-ST dated 01.03.2016 w.e.f. 01.04.2016: Abatement rates in respect of
services by a tour operator in relation to a tour other than (i) has been rationalised
from 75% (package tour) and 60% (others) to 70%. Consequently, the category of
“package tour” stands deleted w.e.f. 01.04.2016

Construction of a| 30 4.2 4.35 4.5
complex, building, civil (14%*30%) (14.5%*30%) (15%*30%)
structure or a part

thereof, intended for a

sale to a buyer, wholly

or partly except where

entire consideration is

received after issuance

of completion

certificate by the

competent authority:

Effective from 01.04.2016, a uniform abatement at the rate of 70% is prescribed for
services of construction of complex, building, civil structure, or a part thereof, subject
to fulfillment of the existing conditions. For the scenario till 31.03.2016:
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(a) for a residential unit 3.5 15.11.2015 to 31.03.2016: 3.625
satisfying both the | 25 (14%*25%) (14.5%*25%)
following  conditions,

namely:-

(i) the carpet area of
the unit is less than
2000 square feet; and

(ii) the amount charged

for the unit is less than

Rupees 1crore;

for other than the (a) 30 4.2 15.11.2015 t0 31.03.2016: 4.35
above. (14%*30%) (14.5%*30%)

Effective rates under the Reverse Charge Notification No. 30/2012-ST dated June 20, 2012
as amended

We are also summarizing herewith the effective rates of Service tax to be payable by Service
Receiver (“SR”) under full Reverse Charge and by Service Provider (“SP”) & SR under the
Partial/ Joint Reverse Charge, w.e.f June 1, 2016 after imposition of KKC, for easy digest:

Sl. Description of a service Rate of ST Effective rate of | Effective rate
No payable by the | ST payable by the | of ST payable
SP & SR: SP & SR: by the SP &
01.06.2015to | 15.11.2015 (after | SR: 01.06.2016
14.11.2015 Introduction of (after
SB Cess @ 0.5%) Introduction
to 31.05.2016 of KKC @
0.5%)
(%) (%)
(%)
1 Services provided or agreed | SP: Nil SP: Nil SP: Nil
to be providedby an
insurance agent to any | SR:14 (100%) SR: 14.5 SR: 15
person carrying on insurance
business
1A | Services provided or agreed | SP: Nil SP: Nil SP: Nil
to be provided by a recovery
agent to a banking company | SR: 14 (100%) SR: 14.5 SR: 15

or a financial institution or a
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1B

1C

non-banking financial

company

Services provided or agreed | SP: Nil Omitted vide NN NA
to be provided by a mutual 18/2016-ST dated

fund agent or distributor, to | SR: 14 (100%) 01.03.2016 (w.e.f

a mutual fund or asset 01.04.2016

management company
From 15.11.2015
to 31.03.2016:
SP: Nil

SR: 14.5 (100%)

Services provided or agreed | SP: Nil SP: Nil SP: Nil
to be provided by a selling or
marketing agent of lottery | SR: 14 (100%) SR: 14.5 SR: 15

tickets to a lottery distributor
or selling agent of the State

Government
Services of goods transport | After availment | After availment | After
agency in relation to | of 70% | of 70% | availment of
transportation of goods | abatement: abatement: 70%
other than used household abatement:
goods. SP: Nil SP: Nil
SR: 30% of 14% | SR: 4.35 (i.e. | SP: Nil
=4.2 (i.e. 100%) | 14.5%*30%)
SR: 4.5 (ie.
15%*30%)
Services provided or agreed | SP: Nil SP: Nil SP: Nil
to be provided by way of
sponsorship to any body | SR: 14 (100%) SR: 14.5 SR: 15
corporate or partnership firm
located in the taxable
territory
Services provided or agreed | SP: Nil SP: Nil SP: Nil
to be provided by an arbitral
tribunal SR: 14 (100%) SR: 14.5 SR: 15

Entry amended vide NN 18/2016-ST dated 01.03.2016, w.e.f 01.04.2016 to bring legal
services provided by a senior advocate under forward charge

Prior to 01.04.2016: Services | SP: Nil SP: Nil SP: Nil
provided or agreed to be
provided by individual | SR: 14 (100%) SR: 14.5 SR: 15
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5A

advocate or a firm of
advocates by way of legal
services

Post 01.04.2016: Services
provided or agreed to be
provided by a firm of
advocates or an individual
advocate other than a senior
advocate by way of legal
services

Services provided or agreed
to be provided by a director
of a company or a body
corporate to the said
company or the body
corporate

Any Services (w.e.f.
01.04.2016)/ Support
services (till 31.03.2016)
provided or agreed to be
provided by Government or
local authority excluding,- (1)
renting of immovable
property, and (2) services
specified in sub-clauses (i),
(ii) and (iii) of clause (a) of
Section 66D of the Finance
Act

(a) Services provided or
agreed to be provided by
way of renting of a motor
vehicle designed to carry
passengers on abated value
to any person who is not
engaged in the similar line of
business

SP: Nil SP: Nil SP: Nil
SR: 14 (100%) SR: 14.5 SR: 15
SP: Nil SP: Nil SP: Nil
SR: 14 (100%) SR: 14.5 SR: 15
SP: Nil SP: Nil SP: Nil
SR: 14 (100%) SR: 14.5 SR: 15

After availment | After availment | After

of 60% | of 60% | availment of

abatement: abatement: 60%
abatement:

SP: Nil SP: Nil SP: Nil

SR: 14%*40% = | SR: 5.8 SR: 6

5.6 (100%)
(14.5%*40%) (15%*40%)
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(b) Services provided or | Without Without Without
agreed to be provided by | availment of | availment of 60% | availment of
way of renting of a motor | 60% abatement: 60%
vehicle designed to carry | abatement: abatement:
passengers on non-abated SP:7.25(14.5%*50
value to any person who is | SP:7 %) SP:
not engaged in the similar 7.5(15%*50%)
line of business (14%*50%) SR:7.25(14.5%*5
0%) SR:
SR: 7 7.5(15%*50%)
(14%*50%)

SP: Any individual, Hindu Undivided Family or partnership firm, whether registered or
not, including association of persons, located in the taxable territory

SR: Business entity registered as body corporate, located in the taxable territory

8 Services provided or agreed | SP: Nil SP: Nil SP: Nil
to be provided by way of
supply of manpower for any | SR: 14 (100%) SR: 14.5 SR: 15

purpose or security services
SP: Any individual, Hindu Undivided Family or partnership firm, whether registered or
not, including association of persons, located in the taxable territory

SR: Business entity registered as body corporate, located in the taxable territory
9 Services provided or agreed

to be providedin service

portion in execution of works

contract:

-In case of Original work SP: 2.8 {50% of | SP: 2.9 {50% of | SP: 3 {50% of
(14%*40%)} (14.5%*40%)} (15%*40%)}
SR: 2.8 {50% of | SR: 2.9 {50% of | SR: 3 {50% of
(14%*40%)} (14.5%*40%)} (15%*40%)}

—In all other cases SP: 4.9 {50% of | SP: 5.075 {50% of | SP: 5.25 {50%
(14%*70%)} (14.5%*70%)} of (15%*70%)}

SR: 4.9 {50% of | SR: 5.075 {50% of | SR: 5.25 {50%
(14%*70%)} (14.5%*70%)} of (15%*70%)}
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SP: Any individual, Hindu Undivided Family or partnership firm, whether registered or
not, including association of persons, located in the taxable territory

SR: Business entity registered as body corporate, located in the taxable territory

10 | Any taxable | SP: Nil SP: Nil SP: Nil
services provided or agreed
to be provided by any person | SR: 14 (100%) SR: 14.5 SR: 15
who is located in a non-
taxable territory and

received by any person
located in the taxable

territory

11 | Any service provided or | SP:Nil SP: Nil SP: Nil
agreed to be provided by a
person involving an | SR: 14 (100%) SR: 14.5 SR: 15

aggregator in any manner

Effective rates under the Service Tax (Determination of Value) Rules, 2006 [“the Service
Tax Valuation Rules”]

We are also summarizing herewith the effective rates of Service tax to be payable under
Rule 2A and Rule 2C of the Service Tax Valuation Rules, for easy digest:

Relevant Rule(s) of the | Taxa | Effective rate of Effective rate of | Effective rate of
Service Tax Valuation | ble ST: 01.06.2015 to ST:15.11.2015 ST: 1.06.2016

Rules per 14.11.2015 (after (after
cent (%) Introduction of Introduction of
) SB Cess @ 0.5%) | KKC @ 0.5%)
° to 31.05.2016 (%)
(%)

Rule 2A - Determination of value of services involved in the execution of a Works contract

In case of Works | 40 5.6 5.8 6

contracts entered into (14%*40%) (14.5%*40%) (15%*40%)

for execution of original

works

In all other cases 70 9.8 10.15 10.5
(14%*70%) (14.5%*70%) (15%*70%)

Rule 2C: Determination of value of service portion involved in supply of food or any other
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article of human consumption or any drink in a restaurant or as outdoor catering

Service portion in an | 40 5.6 5.8 6
activity wherein goods, (14%*40%) (14.5%*40%) (15%*40%)
being food or any other

article of human

consumption or any

drink (whether or not

intoxicating) is supplied

in any manner as a part

of the activity, at_a

Restaurant
Service portion in | 60 8.4 8.7 9
outdoor catering (14%*60%) (14.5%*60%) (15%*60%)

wherein goods, being
food or any other article
of human consumption
or any drink (whether or
not intoxicating) is
supplied in any manner
as a part of such outdoor

catering

Hope the information will assist you in your Professional endeavors. In case of any query/
information, please do not hesitate to write back to us.

Thanks & Best Regards
Bimal Jain
FCA, FCS, LLB, B.Com (Hons)

Author of a book on Goods and Services Tax, titled, "GOODS AND SERVICES TAX -
INTRODUCTION AND WAY FORWARD" (15t Edition)

A2Z TAXCORP LLP
Tax and Law Practitioners

Delhi:
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Flat No. 34B, Ground Floor,
Pocket — 1, MayurVihar Phase-1
Delhi— 110091 (India)

Tel: +91 11 22757595/ 42427056

Allahabad:

B2-3/4-31 Sarojani Apartments
Sarojani Naidu Marg
Allahabad - 211001

Chandigarh:
H. No. 908, Sector 12-A,
Panchkula, Haryana - 134115

Email: bimaljain@hotmail.com

Web: www.a2ztaxcorp.com

LinkedIn: https://in.linkedin.com/pub/bimal-jain/14/601/4b4

Face book:facebook.com/bimal.jain.90

Twitter: https://twitter.com/JainTax

YouTube: https://www.youtube.com/channel/UCp0tT5ShjB4KHJRSIPc3t5w

We can now also be contacted at below mentioned address:

Bengaluru Office:
Adarsh Residency, Block F, 4th
(F404) 47th Cross,
Jayngar 8™ Block,
Bengaluru, Karnataka-560070
Email: bengaluru@a2ztaxcorp

Floor,

.com

Kolkata Office

10 Bow Street, 2™ Floor,
Near Central Metro Station,
Besides Calcutta Motor
Dealers Association,
Kolkata, @ West
700012

Email: kolkata@a2ztaxcorp.

Bengal-

com

Dhanbad Office:
29 Floor, Shree Laxmi
Complex,

Dhanbad, Jharkhand- 826001
Email: dhanbad@a2ztaxcorp.

com
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Disclaimer: The contents of this document are solely for informational purpose. It does not
constitute professional advice or recommendation of firm. Neither the authors nor firm and
its affiliates accepts any liabilities for any loss or damage of any kind arising out of any
information in this document nor for any actions taken in reliance thereon.

Readers are advised to consult the professional for understanding applicability of this
newsletter in the respective scenarios. While due care has been taken in preparing this
document, the existence of mistakes and omissions herein is not ruled out. No part of this
document should be distributed or copied (except for personal, non-commercial use) without
our written permission.
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