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Amendments proposed by Finance Bill, 2009 

SERVICE TAX

(A)
Following New Services are brought under Service Tax Net,

(i) Transport of goods by rail,

(ii) Transport of,

· Coastal goods; or

· Goods through national waterway; or

· Goods through Inland water

(iii) Service in relation to Cosmetic surgery or Plastic surgery

(iv) Services in relation to Advice, Consultancy or assistance in any branch of law, provided by any business entity not being an individual 

(B)
Following amendments have been proposed in relation to existing services
(i)
The definition of stock-broker has been amended so as to exclude the sub-broker from its net. Hence, sub-broker shall not be liable to service tax anymore.

(ii) 
The definition of “Information Technology Software Services” has been amended to replace the word ‘acquiring’ with ‘providing’. This amendment is being given retrospective effect,

(iii) 
 The definition of “Business Auxiliary Services” has been amended so as to provide that only those processes which result in the manufacture of excisable goods, are excluded from the purview of Business Auxiliary Services.
(C)
The following amendments has been proposed in the rules and notifications
(1)
Rule 6(3) of Cenvat Credit Rules, 2004 has been amended to prescribe that the provider of both taxable and exempted services, and who does not maintain separate books of accounts relating to inputs, shall pay an amount equal to 6% of the value of exempted services instead of 8%.

(2)
Rule 3(5B) of Cenvat Credit Rules, 2004, is being amended to provide that a service provider shall pay back the amount of credit taken on inputs/capital goods fully written off.

(3)
Explanation provided in the Works Contract Rules, 2007 is being modified so as to allow the benefit of optional composition only to such works contracts where the tax payer declares the entire value of goods (whether supplied under any other contract for a consideration or otherwise) and services used in the execution of works contracts as the ‘gross value charged’ for the works contracts. This restriction shall not be applicable to current works contracts where either the execution has commenced or any payment has been made on or before 07.07.2009.
(D) Amendments in the Act

Finance Act, 1994, (which introduced the Service Tax), is being amended to:- 

(i) abolish the revision procedure prescribed under section 84 and to prescribe the procedure for filling the departmental appeals before the Commissioner (Appeal) in service tax cases similar to central excise procedure. Accordingly, section 84, pertaining to revision by Commissioner (A) has been modified and consequential changes has been made in section 86.
(ii) deliver the power with Central Government to frame rules with respect to the place of provision of taxable services and with respect to relevant date for determination of the rate of service tax.

(E) The following other important amendments have been proposed :

Exemption Scheme

(1) To simplify the Scheme of Zero-rate export and refund of service tax paid after clearance of exportable goods from the factory, Following major changes have been proposed;
(i) Services received by exporters from goods transport agents and commission agents, where the liability to pay service tax is ab initio on the exporter, would be exempted from service tax.  Thus, there would be no need for the exporter to first pay the tax and later claim refund.

(ii) For other services received by exporters, the exemption would be operated through the existing refund mechanism based on self-certification of the documents where such refund is below 0.25 per cent of  fob (free on board) value, and certification of documents by a Chartered Accountant for value of refund exceeding the above limit.
(2) Exemption from levy of service tax on the membership and other fees colleted by Export Promotion Councils and Federation of Indian Export Organization (FIEO)  till 31st March, 2010
(3) Exemption from levy of service tax to the passenger vehicle run by private undertakings: In order to bring uniformity with the vehicles having “Stage Carriage Permit” and run by State Government, which are exempted from service tax, the vehicle having “Contact Carriage Permits” and run by private undertakings are also being exempted from service tax.
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