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% ; ! o Circular No.206/4/2017-Service Tax
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E‘gﬁ?ﬁ;&%hv&;:ﬁwm" T --"._"”"“?E‘;NO.3:)4/42/2016"‘1 RU
T, o W Es""‘;""“"’""""“C%ovemment of India

) ' Ministry of Finance
Department of Revenue
(Tax Research Unit)

wERhRR

Dated- 13™ April, 2017

To, :
«  Principal Chief Commissiorers of Customis and Central Excise(All)

Principal Chief Commissioners of Central'ExciSe & Service Tax (AlD)

Principel Director Generals of Goods and Service Tax/System/CEI

Director General of Audit/Tax Payer Services,

Principal Commissioners/ Comimissioners of Customs and Central Excise (All)

Principal CO‘m-mfs‘-Sit_me‘r’s/’C ommissioners of Central Extcise and Service Tax (Al

Principal Commissioners/Commissioners of Service Tax (Al

Principal Commissioners/Commissioners LTU/Central excise/Service Tax (Audit)

‘Sub:- Issues related to levy of service tax on the services provided by a person located
in non=taxable territory to a person letated i non-taxable territory by way of

- transportation of 2oods by a vessel from a place outside India to the customs
station in India - reg. . ‘

Madan/Sir,

Your- kind attention is invited to notification No. 1/2017-ST dated '12% January, 2017,
whereby service tax exemption was withdrawn for services provided by a person located in

non-taxable territory to 2 person located in non-taxable territory by way of transportation of

goods by a vessel from z place outside India up to the customs station of clearance in India.
Further, in relation to such

Services, the person i_h India who complies with sections 29, 30 ar
38 read with section 148 of the Customs Act, 1962 (52 of 1962) with respeet to such goods,
was notified as the person liable 1o pay service tax’ vide notification No. 2/2017 and 3/2017-
ST both dated 12* Jamuary, 2017. ‘ |

2

Several representations have been received seeking clarification on levy of service tax

on the services provided by a person located in nen-taxable territory. to a person located in
non-taxable territory by way of fransport

ation of goods by a vessel from aplace outside India
to the customs stztion in Tndia. Consequently, it has been ‘decided to make certain
amendments. in the service tax provisiens in this regurd. In this Odﬂt&Xt, kind attention is
invited to notification No, 14-/20'1'1%5_”1,‘3_15/2017-ST, 16/2017-ST and 10/2017-CE (N'T.) all

dated 13* April, 2017, which are ¢ slained as given below.
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2.1 'Vide notification Nos. 15/2017-ST and 16/2017-ST both dated 13“ April, 2017,tthe
mporter of goods as defined in the Customs Act, 1962 has been made hable for paying

service lax in cases of services of transportation of goods by sea provided by
shipping line to a foreign charterer with res

shall come into effect from 23™ April, 2017.

a foreign
pect to goods destined for India. This change

2.2 Vide notification No. 16/2017-ST dated 13% April, 2017, the persen liable to pay service .
tax has been provided an alternate mechanism for calculating and paying service tax.
Swachh Bharat Cess and Krishi kalyan Cess will be paid accordingly. This option has
been made available with effect from 22" Japuary, 2017.

2.3 Vide notification No. 14/2017-3T dated 13" April, 2017, the point of taxation of
services provided by a foreign shipping ling to foreign charterer with respect to goods
destined for India, has been specificd asithe date of bill of lading of goods in the vessel
at the port of export. This option will be available with effect from 227 Tanvary, 2017,
Thus, no service tax is leviable if the bill 6f lading is of date prior to 22 January, 2017.

2.4 Vide notification No. 10/2017-C.E (N.T) dated 13™ April; 2017, the importer of the
goods has been allowed to .avail Cenvat credit on the basis of the challan of payment of
service tax by the said importer on the services provided by a foreign shipping line to a
foreign charterer with respect to goods destined for India. This change shall come into
effect from 23 April, 2017. o '

3. Clarification has also been sought with rcc’,&% to calcujation of service tax regarding
services of transportation of goods by sea prov‘ia‘é}'i by a foreign shipping line. In case of
services of transportation of goods by sea provided by a foreign shipping line to a foreign
charterer wir.t. goods déstined for India, an option has been provided in the Service Tax
Rules to pay service tax @ 1.4% of value of imported goods as determined under Section 14
of the Customs Act, 1962 and the rules made thereunder. '

31 In addifioh, Swachh Bharat Cess and Krishi kalyan Cess will be paié accordingly [ST
@1.4% of Customs value of goods, Swachh Bharat Cess and Kuishi Kalyan Cess each @
0.05% of Customs value of goods]. ‘

3.2~ This option has been made available with eff‘ectffrom 22" January, 2017.

4. Tt is pertinént to point out hete that under notification No. 26/2012-ST dated
20.06.2012 (SL. No. 10), there is an exemption.on 70% of value of services of transportation
of goods in a vessel subject to the fulfillment of the condition that Cenvat credit on inputs
and capital goods used for providing the taxable service, has not been taken under the
provisions of the CENVAT Credit Rules, 2004. This conditional exemption has been

e
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ex;ended for the reason that out of the full value of such services, the exempted value of
service has already suffered taxes (Central Excise) which would have been available as
Cenvat credit to set off service tax on full value of service. In effect, service tax is levied on
-the value added only. However, in case of forexgn shlppmg lmes their services being exports
from their home country, are zero-rated in their home country and thus have suffered no

taxes. Further the foreign shlppmg lines do not get registered in India and do not follow the
provisions of Cenvat Credit Rules.

4.1 Thus, the condition for availing exemption under notification No. 26/2012-ST dated
20.06.2012 (SL No. 10) is not fulfilled by the foreign shipping lines. Hence, benefit of
conditional exemption \ will not be availableto them and service tax will be paid on full value
of services, Further, the amount of service tax payable under the option available under
Service Tax Rules, 1994 has been prescnbed accordingly. ‘

5. All concerned are requested to acknowledge the receipt of this circular.

6. Trade Notice/Public Notice to be issued, Difficulty if any, in the implementation of
the circelar should be brought to the notice of the Board. Hindi version would follow.

Yours faithfully,

A
(Dr. Ravindra Kumar)
Technical Officer (TRU-II)
Phone- 0112309-5547
Email i—.ravindra.kumarT’G @nic.an




