Office of the Chief General Manager,

IVth Floor, 8o, Anna Salai, (9T T T

Chennai 600 202.
BHARAT SANCHAR NIGAM LIMITED

Phone:28583030, Fax:28413399

Email: tnaocaz@gmail.com (A Gowvt. of Indlia Enterprise)
No. TAX/30-51/Ser.Tax/2011-12/8 dated at Chennai the 17-07-2011
15
The IFAs
O/0 PGM/GM,

SSA: Coimbatore/Coonore/Cuddalore/Dharmapuri/Erode/Karaikudi/Kumbakonam/
Madurai/Nagercoil/Pondicherry/Salem/Thanjavore/Trichy/Tirunelveli/TuTicog o
Vellore and CMTS, Trichy, ViruoruoAGAR

Sub: Payment of Service Tax on Free Calls and Rent Free Telephone Connections
provided to the employees of BSNL - regq.,

It is learnt the Tax Authorities have written to various SSAs with regard to the
practice followed in BSNL on payment of Service Tax on free calls/rentals against
telephone connections provided to BSNL employees and if the service tax is not paid and
the reasons for the same.

In this connection, it is intimated that the matter was discussed in the 2™ Regional
Advisory Committee Meeting of Central Excise and Sales Tax officers for the Block years
2009-10 held on 17-12-2009 at Madurai (Minutes enclosed). In the said meeting to a
query raised by BSNL on the subject matter, it was replied by Excise Authorities, that for
such calls BSNL is not receiving any payments as stipulated in Service Tax
(Determination Value) Rules. Hence, as per the Trade Notice no. 15/2009 dated
13.03.2009, it was suggested for closure of para since the free calls provided by BSNL
would not be treated as consideration for the service provided. As such the free calls
provided to their employees cannot be treated as service rendered by BSNL

to their emplovees.

In the light of the above, IFA’s are requested to take necessary action by giving
suitable reply to the Excise Authorities against the notices received on the subject matter.

/ - L
[——
(T.K. ANANT ISHNAN)
Deputy General Manager (P&EF)

O/0 CGM, TN Circle, Chennai-2.
Encl: as above.
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The  second Regional Advisory Commiiiee Meeting for the block years 2009-
2010 wus held on 17.12.2009 at 1530 hrs at the Office of the Cemrnissioner of Central

Excise, Madurai under the Chairmanship of Shri C, Rajendiran, LR.S., Cormissiorer
of Central Excise, Madurai.

2. The following members and Olficers of the department attended the meeling.
! 5LNo. o S/ Shri
' 01, . S. Rethinavelu, Vice-Chairman
02, It Vﬂx‘llmtach:ﬂam, Member
03, M.A.C.G, Ravindran, Member !
04. P Sitaraunan, Member .
05. N. S(nnnmumlun.ur‘l, Member
06. 3. Gopi, : Member
07, Ko, Gurusamy, ‘ Member
03. A, Arunachalam, Member
09, A Raghunathan, LR.S., Additional Comunissioner
10. AS. Iv[cen&[ochani, LR.S., Joint Commisgsioner
11. J.R. Madhiam, LR.3., Deputy Commissioner
12, M, Chandraselkarzan, Superintendent (Tech)
13. L Thiruvetiai, Supeninterdent {(Tech) )
14, R. Thangappan, Superintendent (Service Tax)
2. $/Shri N.Jegatheesan, V.Necthi Mohan, R, Prabhaltaran, and N.Senthilnathan,

Members were not present,

3. The Chairman welcomed ell the memberg present. Chairman requested that the
industry in genceral and the members in particular should actively participate in the
implementation of ACES Programme, as the whole modernization is designed with the
Industry and Trade in mind, Such uctive participation will malce the aulomation i
success and will reduce the burden of the assesses from actually going to the Officers
thus, saving thejr Precious time which can be utilized for Improvement of their
businegs, ‘

Chairman alse requested the memberg that instead of wadling for the inf gy tion
ol RAC, they may write their problems as and when it ariges in thew mind, They may
either contact the newrest Rauge / Divisional Ofhicers for ;ortixig outl their prolen or
may write to the Headquarters Office if the same cannot be sorted out at | ¢ field
formationa,

(Lo et ) = ¢l
‘Z:\/tl:" b74 v v
/ T ?.’L‘( OZL’QC"\f A CZ(_’_
TA & 2]

_//



=

The Chairman toole up 1l POINty rojsed by the members for discussion aind
reply,
Poriwuds vadwad by Bl &, Ru&:hh‘m‘vwh'«, Bowiowy Pft‘uzmluﬁiu:u\‘;, Fansiivg gy Chuamnber of
Conmeyee; -
y_&iu}\ﬁ_\iii_: The Paper Milly iy al pregent availing Quantity hased CHeiplion under
Notification No,4/2006 CR Cl(ﬁ.dl.OB.QDUG (SLN0.90 in e table). The condiiion for the
exemption in (he Notification iy that, “Papep g, Paper Hoard o articles made therefrom

Wanulactured stacting from the stage ol puly, in 4 factory, wug suceh pulg Conttaning ot

Tess Lhuan 759 by weight of pulp made from materials ofher thag bawmban, fagd wWoods,

andd sobienied 1 e comiitio,

solt woods, recds (other than sarkhandh) op

unposcd in the SLNo.10 of the Annexure o fhe sadd notiticaten, The problem fheced
by the Paper Millg ig that, two yeurs back the Clra has raised an objection that the
mills are using wasle Paper for jheiy production and noep using pulp for (e production
ol paper, The Audit Officer did not undersgang from whiel, aterind (e pulp g
produced. The paper mills cabinot purchpge pulp for production of their pirper. They
“un amalce pulp from the unconventional rgy materials for availing the CHCIMB LGN
Moreover, the pPaper milly gre availing sim {1z, cremplion for the twe decades usig il

SHime process and lave enjoyed the identical exemption in e Past also.  Fyued o
CERA objection, the Paper mills gre l]‘cqucmly i periodically receiving Show Caus -
Nolices from the Dy, Commissioner of Ceniral Excise or a3 (fe Case may be from ) -
Al.lcll"Cbmmis:ﬁaner of Centxf{d Eicige dcngmding duty on the Paper removed. Thjg
Lype of Show Cause Notice increaseg the financig] burden of the Paper mills, [f 1heq

demands are onfirmed would ynean Ll o Paper najll using tenventional ege
materinl cun avall the quantity baseq LRCIIon fog the firse clearunces of 3500 MTs
for home consumption ip g financial year, The PRPEr mills have beey informed by the
previous officialg that, the matter has beer referred o CERA for closure of andj;
objeclion, Byt tll date the Paper mills are receiving such Show Cause Notices, Every

/ivag
diay the burden necreases since the matier heg ot yet heen clarified,

LY .
L 60 4

The aboye objection hag been contested by (hy Depavtmeny and CERA g
informed vide their letter dated 006.10.2009 that furtheyp Communicaiion would e
Sent by theiy Office, Ay the same jy still awaited, D, Dincligu)- Division Ly sel
further epter to CERA on 23.11.09 for whicl 115 reply has been received. This is a
policy mateey raised by Cipa and till gyeh lime g decision jg Laltens by (), CIIRA,
Lhe stulty que will b Continue, Ilm/vuvm', the: Chalringg divecied “oanceting
may be “Wtanged with CERA on this issuc ip barticular i:LI_ld- in Sorting out ghe
issues in general, Refarepnn e choulg B Jnage o uthep L:‘nnmi:‘ﬂsiom:r::l.«::s 1o

asceriuin e practice followed Where suep Uiiity gpe locateq,

Letion:- ¥ A1, Hyre. Oifiee
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oint No.2:- The Rule 16A of Central Execise Rules, 2002 allows removal ol inputs
received in a factory as such or being partiully processed to a job worler for further
processing, lesting, repairing, reconditions or any other purposes subjected to the
[ullilling ol conditions specilied in this behall by the Commissioner of Cenwal lxcise
having jursdiction. In this connection, the Chairmun’s kind attention is invited to (he
Trade Notlice No,13/2006 de31.08.20006 issued by the Commissioner of Centril
Lxcise, preseribed and a generul permission has been granted to the manulacturers
for removal of inputs to job work. Whereas in the Madurad and Tirunclveli
Commissionerates, no such Trade Notice has Leen issued by the Commissioner.

The manulacturers ind dilficult to remove their inputs for job woerk wnder
this Rule 16A in absence of a general permission.  The diificully may please be
removed by issuing a Trade Notice prescribing the procedure to be followed.

BASELY -
A Trade Notice will be 1ssued from this Commissionerate within a short spian of
time, accordingly

fctlon: Tech.Bection, Hyrs, Oflice

I, SYWRVICH Ta30

Poiut Wo.l:-The small service providers face difficulty as the Range Oflicers are
insisting for penalty of Rs.200/- per day or at the rate of 2% per month whichever is
higher, in the case of delay in payment of service tax as per the provisions of Section
76 of Finance Act, 2004 eventhough the service providers have paid the delayed
amount with interest @ 13%. For example, a small dealer is liable to pay service ax ol
Rs.500/- for a month. Instead of paying service tax on 5% of the subsequent montl,
he had paid the service tax on 7" ie. two days delay. However, interest (@ 1395 has
been paid. For s two days delay the Range Officer has refused to accept the i srurn
without paymeni of penalty undor bais Scction 76, Kindly clarily whether such
penaliy is inevitable sventhough the service tax hag been paid with intercat sefore
receiving a notice from the department. Kindly help the small service providers,

IR T

o]

!

When tL: assessee hus nol puid Service Tax, he may be served wilh Show
Cause Notice under Section 73 of Finance Act, 1994, When there is no suppression,
hie is at liberty to puy on his own assessment ulony with interest before the issue ol
Show Cause Notice. The service of Show Cause Nolice in such cascs will be dispensed
with in terms of Section 73(3) of Finance Act, 1994. However, there 1n no provision to
deny the receipt of return on the ground that the assessee has not paid service tax on
the due date and the penalty imposable under Section 76 for said failure. lmposition
of penalty under Section 76 shall be preceded by following up of principle of natural

justice which powers are not vested with the Range Olficer.

Aetlow: 41 Ruauge Olicers
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sl dd ol S M/S.BSNL jg providing Free Culls to its employecs s g beneiit as wall
a8 in the interest of fle (';‘,ornpz.u‘zy. Sinee 1he RSN, ctaployees are bound (o serve (e
company even after the Office hours (i.e.) from residence, they are given free cally, 1 js
Jual lilkee Officeo phone extended (o the residence of (he cinployein,
Similurly, Bivihg ree culls to the retired cmployees is only & benelic given ro
them withot any consideration iy any form. Ay pt.:r .‘?;uhwscul.iun(}) of Beelion 67
the scrvics should be provided for g
¥ Coasiderulon in Money
¥ Cousideration not wholly aor partly consisting of Money (ie) Consideration in
any other I"‘on!n

\

> Consid.cra.Lim_l which is not ascertainable,

Thus, givipg freefealls to tha rerirad senlavses guis s el sy atiy i the
above category as it ig ?‘Jur(:ly a benelit given to them wiclous any concideration i
sy ooy bo g/ :a..‘(éi’ﬂ,‘i\i‘.h’.,_.

Parther, it is to ':51-1y that we offer various Plans [ Schemes to oy p Customersy
with dilferent levels of e eally for which we do not callect value ags o ey Frovuotion
measure, Thus, the fred caljé given to BeTving / retired cployees are ane such Plan /
Scheme executed ag pPer Corporate Office Folicy, Thig is worto our Olfice lelter
I\JO.BSNL/’RAC/’_),OOQJO‘ dated 24.09.09 % 13.10.09,

Thus, in light of ¢ 1¢ above points, it jg Peaded that ng Service Tax iy Payable on

free calls provided to en Ployees / stalf of BSNL,
BSNL provides di,ll"cn:nt Auantum of free calls tq their customers based on their
utility of BSN, service, There is no dispitte over {he valuation of such free calls which
Are, gometimes, ynore han that of ap ordinary Customsr.  BS|, provides similaye
concession aldn (o thl of speciad elay: of cusivimers te Litelr £eied sraployecs i
Fecognition of (fejyr services to BSHL, The pa\yrhunts fade towards the piy to BSNL
have never been partly paid in cagh and the regt jp kind.,

BSNL have extended more free calls to the working vcinployces in order to utilize
their service to “their customers even beyond office hours,  BgNL placed  some
restriction upon the utility just to maintaip checks ang balances against the misuse o

free culls, The free calls are not only provideq o the employees hug almost all
subscribers in India. F‘_O_fw§ﬂ_”§l}_91}_.9iiﬂfi;,_ BSNL js not g_c_g:_c;j\{jng_,gmy‘rwy_m::m_L'wa
slipuluted in Service _'Jfg*;JL(,D,_@L?H}Jil’lﬂ.(iigm.\/ UL Rules, Heppe

a4 e e

No.15/2000 dated 15.3.20009, it wag Sugre

» T3 per the ‘Mroade Nobie
sted for closyre of pary since the free cug)

Brovided by 138NLL woeuld not be (reaged W consideraijon foe the scrvice provided, 4.

such the {ree enlly provided to their cmployvees CANMOE Do trengeg HEBEIVIGE rengdepe,
by BSNYL o their cmployeey,

The close recding

T (Deter dnatien o Vaiue) Rules, w00
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5.
sileh siluam’ous, the Provision g of the gajq Rule ¢qyy be applicd. In the tbove nyg
OCcasicny, ng allegation / abjection has been Vitised by the Audijg that the PUayien g
made by cilher the Wworlcin cployce op the vetipeg Cployee (g, Paally dn o, it
the rest i leired towards (he bucable valye radsed )y BSNL, As Sheh, ihe pag does noy
merig SUstainability, : o

"‘\\\\~\

Py 1\10\’",; Yapu Survice Warye Credip iy Service Mooy On Cc«rumjiqduu Peadd 1o
Poutyy ALy Fox Collectipy G Telephone By, BSNL iy Utilizing if BC o
of Pogtyy] Authoritics oy collection of Telephone Bills o the Cu:s(:qm\:r HEiust e
Commisyion o Rs.i'i/- ber bi, The Postal -Authurity hay tdertaleen thig aclivity of

collection of bills from BSNL Customery through Sepirae dEreement, |y, Pag i

Authorities are also oolfee; ; Berviee Tax from BSNI, o1 the above CoOMmMmisyin, thic op
the catepory of Bl.l“—iini:ss Auxiﬂmfy‘ Serviee, The Centrgl Iixcise ]])cpaulmu.m: Tts
r:onsistenﬂy objcgting O utilize the above anount gy Input Serviee Taw Crediy und
the notion {4, ¢ H.e collection of telephone bill by ogr Ollice jg 4 BOSL serviee activity
and therefore cannot he treated qg Input !Scwicu. k i
It iy submijited that BSNT, is utilizing (he Service Tay oL Commissiug Paid to Uy,
Postal Authorities ag Input Service Tay Cru:‘li'l;' in the followhagjustiﬁable grounds:
L Rule 2(1)(1) of CENVAT Credit Rule, 2004 defines the term Input Servjce: in twe
Parts vig, | 1y, specific 'parl and the inclugiye part,
The S’)c(tiifcm:
Rule 2(1)(1) states (e ‘Inpug Scnficf;’ Means any Service geq
by g Provider of taxable Service for Providing an Outpuyy Service,
The I'%MJ.M‘ ‘ .
Rule 2(1)( lurthey slates thay the teen, Tapie Service’ wil include
Servicey used g relation (o Sctling up, modcmizatjon, Yenovation ¢
repairs of the Premigeg 'of the oulput Seryviee Provider op an oflice
rcluting o such Premigeg, udVerLisemcnt or saleg Promotiop, narket
Tesearch, s(toragc upto the blace. of removal, Procuremen; of inputs,
aclvitieg relating po business, such as - accountip gy auditing, Iil)éxlttil)g,
I't‘-C.l‘Lll'tlnt':l’U.', quality conLroi, Coachiny and ’(raining, Compyrer
networlcing, credif rating, share Tegisiry, Securipy, ianrd U'a.nspor[’u(iorl
of inputy / capital 8oods gng Outward trmlsportation Upto the plgee of
removyg|, -
ln Tespecr of 'activities relatizig to busmc:ss‘, the yge of CAPresyion
waely g indicaeg that only Cerfain J'Huslraliw activitjey have been
Mentioned. Thus, the Inelysjye bart of definjtipy enlarpey y,,. seope of
CENV4T credit benefit to the activity or collection of billg Trom BSNL
subv:scribcm which iy dirccﬂy related g the businuss. i
IL It jg Submjtted that the Sérviceg Tendere by BSNL lo jiy CUstomers gy not

&

limited (4 Provision ang maintenanee of t.e]ecommunication Service, BSNL i



authoritics can pe construed ay Iput serviee orno'  The Practices Prevailing in othey

I Servi

‘the Commipfee and the mecting came tg fconcluyion,

3,

My

B TR
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rendeding seivice o the 1, oF nrstalligion, wi i feleplione 1o (he
closure of serviee, - In this process of fendering OUIPUT service, (e BSNL g
utilizing virioyy inpuf SOIvices such g SCCULIY, repidrs ntanenan e
servige, courier, /uiv\‘.rti:;umm)'I., Mslcetingg, colleetion o hiily hrough pow
ollices ete. AQ these services arc divectly op ndirectly reluted to the provision of
OV sy ey hy SNL G 1 e Cvsiton gy,

Normally w pgni, CUSTOMer retniiy (1) Telephone [ the
Post Office ang in turn suen Post Oftice  wiyy send the araoung
ulosigwith the Vouelr i, BSHL office oy updintiog of payiens iy (1
Custormer Master, gq that [y / her pPhor: coanection shal) not be
disconnecied for Don-paymenr, Thas, for Continuation of Service Loy
custoner, the Py Office hag (4 Hwiely  jiifemg the  Custonmep'y

Payment to 135N, heree it jg evident that (i, collection of Telephone

Bill by g Post office iy pnot 4 Post serviee WELVINY ot §f ja e g
divectly relatod (o the Quitpuyg Hervine,
Howouralles Cowtrmiysion gy lappeal), Salew bas pessed on

@ru‘ﬂer-ﬂm%ppc&i We.123 ;EUDJE':‘—E%.'&‘.(:“Eil‘.‘l\v‘lj dated ]’.ﬂ.ﬂﬁ.ﬂ:t’]ﬂ@, wibowlugr

e Horvicy Tur oy Lo livsion puld o Poulwl futhorities uy |

CImNvay Credlt dy e slodluy egye I oy Ivode 834

TR

It is a policy matter 1o decide whether (he Service Tay paid by (e postal

ce Tas Conmu’ssioncrm,cs will he obtainecd and g decision wijg be talsen,

Aetion: Service T Sectlon, Hyrs,office,

As here wag ng other point disc:uscsmn, Chairinan thanked (e members of
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1. The Chief Commimsioncr ol Central Iz
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The Bireclor General of In&spcct1011,m}g‘éiflj€3bd(:gjg)ﬁ Jé:“(’lggljlljbglﬁli ¢ Bldys
I.P.Bhawa_n, New Delhj (<4 copies) s e
The Deputy Dircctor of Inspection {Cus g, CE) SRU,
Colony, Chennaj, '

Al the Central Bxcise Commissiox’lcm,

The Additionaj Commi.‘:;.ix;um-, H(j{rs.oﬂ‘icc, Madury.

i

Bl Crgeyg Streer, Qrr

Al Dnvisiong] Deputy / Assistant Cornnu’:;:siumers of Centrag i
All Supmmtendents of Central Excise iz'x—cheu‘ge of Ranges,

juu CAD / puo / Audit / HPU / Serviee Tax Review / Legal / Acljn,
Vigilanee Sectiong / PS8 1o Commissjoner / Steno to ADC / t.SL'cﬁ/o LuJ JB'C:
1‘1’(11':1:.3[’110@, Madura;, o ¥ "

XCise,
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