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Dear Professional Colleague,

Video Presentation:Rate of interest on delayed payment &increase in period of limitation

for non-fraud cases under ST, Excise & Customs

Vide Union Budget, 2016, Interest rates on delayed payment of duty/ taxes across all
indirect taxes is proposed to be made uniform at 15% per annum, except in case of Service
tax collected but not deposited with the Central Government, in which case the rate of
interest will be 24% per annumfrom the date on which the Service tax payment becomes
due. The rate of interest on delayed payment of Service tax, Excise duty and Customs has
been changed as follows:

Interest on delayed payment of Service tax under Section 75 of the Finance Act 1994 (“the

Finance Act”) is proposed to be applicable from the date of enactment of the Finance Bill,
2016

1.  Collection of any amount as Service tax but failing to pay the amount so collected to
the credit of the Central Government on or before the date on which such payment
becomes due, in that case, the rate of interest shall be @ 24%per annum.

2. Other than in situations covered under serial number 1 above, the rate of interest
shall be @ 15%per annum.

Further, in case of assessees, whose value of taxable services in the preceding year/years
covered by the notice is less than Rs. 60 Lakhs, the rate of interest on delayed payment of
Service tax will be reduced by 3% i.e. effective rate of Service tax would either be 21% per
annumor 12% per annumin above stated situations.

Furthermore, for the amount collected in excess of the tax assessed or determined under Section
73B of the Finance Act, 15% per annumrate of interest would be applicable as against 18%per
annum.

Interest on delayed payment of Excise duty under Section 11 AA of Central Excise Act,
1944(“the Excise Act”)

The Central Government, effective from April 1, 2016, has rationalized the rate of interest to
15% per annum as against present rate of 18% per annumin case of delayed payment of
Excise duty.

Interest on delayed payment of Customs duty under Section 28 AA of Customs Act,
1962(“the Customs Act”)

The rate of interest is also rationalized to 15% per annum, effective from April 1 2016, as
against present rate of 18% per annumin case of delayed payment of Customs duty.
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Theabove stated changes, duly amended/ clarified by following Notifications as on date:

Notifications

Particulars

Notification No. | Amended Section 75 of the Finance Act in order to provide for
13/2016-ST dated | the change in rate of interest on delayed payment as under:
01.03.2016
e Any amount collected as Service tax but not deposited,
the rate of interest shall be @ 24%per annum,
e |n all the other cases, the rate of interest shall be @
15%per annum.
Notification No. | Amended Section 73B of the Finance Act which provides that
14/2016-ST dated | where the amount collected in excess of the tax assessed or
01.03.2016 determined, the rate of interest would be 15%per annumas
against present rate of 18%per annum.
Notification No. | Amended Section 11AA of the Excise Act in order to
15/2016-CE(NT) dated | rationalize the rate of interest to 15% per annum as against
01.03.2016 present rate of 18%per annum.
Notification No. | Amended Section 28AA of the Customs Act for the purpose of

33/2016-Cus(NT) dated
01.03.2016

rationalizing the rate of interest to 15% per annum as against
present rate of 18%per annum.

D.O.F.No. 334/8/2016-
TRU dated February 29,
2016

Para No. 4.2(E) of the TRU letter provides for the amendment
to be made in Section 75 of the Finance Act through clause
150 of the Finance Bill, 2016, as follows:

e “Section 75 of the Finance Act is proposed to be
amended so that a higher rate of interest would apply
to a person who has collected the amount of service
tax from the service recipient but not deposited the
same with the Central Government”.

Further, Para No. 14 of the TRU letter provide as follows:

e “Interest rates on delayed payment of duty/tax across
all indirect taxes is proposed to be made uniform at
15%, except in case of service tax collected but not
deposited with the Central Government, in which case
the rate of interest will be 24% from the date on which

the service tax payment became due. Notifications
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under section 73B and section 75 of the Finance Act,
1994 are being issued accordingly”.

Increase in Period of limitation for issuing SCN for non-fraud cases under Service tax,

Excise and Customs:

) Changes proposed in Section 73 of the Finance Act vide clause no.149 of the Finance
Bill, 2016

Section 73 of the Finance Act is proposed to be amended to extend the limitation
period for recovery of Service tax not levied or paid or short levied or short paid or
erroneously refunded, for cases not involving fraud, collusion, suppression etc., from
18 months to 30 months. 5-year limitation period in case of fraud, etc., has not been

changed.

° Changes proposed in Section 11A of the Central Excise Act vide clause no.140 of the
Finance Bill, 2016

Section 11A of the Excise Act is proposed to be amended to increase the period of
limitation from one year to two years in cases not involving fraud, suppression of
facts, wilful mis-statement, etc.

° Changes proposed in Section 28 of the Customs Act vide clause no.117 of the
Finance Bill, 2016

Section 28 of the Customs Act is proposed to be amended to increase the period of
limitation from one year to two years in cases not involving fraud, suppression of
facts, wilful mis-statement, etc.

The above specified period of limitation for issuing SCN for non-fraud cases under Service
tax, Excise and Customs shall be effective from the date of enactment of the Finance Bill,
2016.

Now, in order to provide complete understanding of the above discussed provisions and
corresponding changes brought vide above mentioned Notifications, Mr. Bimal Jain has
recorded a video presentation titled “Rate of interest on delayed payment & period of

limitation for non-fraud cases under ST, Excise & Customs”, for easy digest. The video also
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captures the important changes with practical illustrations in PPT format, facilitating ease of
understanding.
You may watch the video presentation by clicking on the link below:

https://www.youtube.com/watch?v=pWBMo4v54cc

Ratelefiintereston delayed payment
| - SN X .
—— - Interest on delayed payment - ST, Excise &

| P
Tax/Duty Rate of Interest on delayed Notification No.
payment (Per Annum)

Servicetax 3. Any amount2d% Notification No.
(S750f FA, collected as Service 13/2016-5T dated
Tax but not 01.03.2016
deposited
Others 15%

Excise Duty 15% Notification No. 0L

(S 11AA of CEA, 15/2016-CE(NT) dated
1944) 01.03.2016

Customs 5% Notification No 04.
(S 28AA of CA, 33/2016-Cus(NT) dated 48

To access our earlier Video Presentation, please click the link below:

) Video Presentation: Reverse Charge - POT &KrishiKalyan Cess

https://www.youtube.com/watch?v=NU5_2iAMy3g

° Video Presentation:Changes in Cenvat Credit Rules, 2004 vide Union Budget 2016

https://www.youtube.com/watch?v=8AfMeePYm-M

° Video Presentation: ‘Any services’ provided by Government or Local authority to a

Business Entity chargeable to ST under Reverse Charge w.e.f. April 1, 2016

https://www.youtube.com/watch?v=ABOLpVkuoUY

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

Thanks & Best Regards
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Author of a book on Goods and Services Tax, titled, "GOODS AND SERVICES TAX -
INTRODUCTION AND WAY FORWARD" (15t Edition)
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Mobile: +91 98106 04563; E-mail: bimaljain@hotmail.com


mailto:bimaljain@hotmail.com
http://emaila.a2ztaxcorp.co.in/ltrack?id=e0lSUgdVVVRRBU0EAAEEB1UGBR0=AwsHCUtfQVsAV1NeQFQOIlZXHxYESVJbQkEaVAld&client=10260&c=0000
https://in.linkedin.com/pub/bimal-jain/14/601/4b4
file:///C:/Users/Bimal%20Jain/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/WV9BIVPE/facebook.com/bimal.jain.90
https://twitter.com/JainTax
http://emaila.a2ztaxcorp.co.in/a2ztaxcorpcom/lt.php?id=e0lSUgdVVVZRAU0EAAMABBo=BEwDWFRWXF1XW10hVABKR1QaAVgXFUwGXlw=&client=10260

Bimal Jain

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

Bengaluru Office:
Adarsh Residency, Block F, 4th
(F404) 47th Cross,
Jayngar 8™ Block,
Bengaluru, Karnataka-560070
Email: bengaluru@a?2ztaxcorp
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Kolkata Office
10 Bow Street, 2™ Floor,
Near Central Metro Station,

Besides Calcutta Motor
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700012

Email: kolkata@a2ztaxcorp.

com

Dhanbad Office:
2"d  Floor, Shree Laxmi
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Dhanbad, Jharkhand- 826001
Email: dhanbad@a2ztaxcorp.

com

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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