OFFICE OF THE COMMISSIONER OF CENTRAL EXCISE ko\fb
PUNE-II COMMISSIONERATE, 1* FLOOR, ICE HOUSE,
41/A, SARQON ROAD, PUNE - 411 001,

SERVICE TAX CELL

TRADE FACILITY NO. 02/2010.

Sub : Service Tax on on-going works contracts entered into prior to
{1.06.2007. Reparding.

Attention is invited to letter F.N0.354/141/2010-TRU dated 24® August, 2010
Circular No.128/10/2010-ST received from Director { TRU ) New Delhi, on the above subject. { Copy

enclosed }

All the Trade Associations and Chambers of Commerce and Industries are
requested to bring the contents of this trade facility to the notice of the members of the association.
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{ B.S.¥YASUDEV)
Commissioner ,
C.Ex. & 5.Tax
Pune —III Commissionerate.
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Pune , the 13™ September, 2010. ) - =
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The Dy. Secretary, GIMFDR, New Delhi.

The D.G 1, C.C.Ex., New Delhi.

The Addl. D.C1. C.C.Ex., WZU, Mumbai

The Chief Commissioner, Central Excise, Pune Zone, Pune.

The Commissioner of Central Excise Pune-I/Goa/Kolhapur Commissionerate,
The Commissioner of Customs, Pune

The Commissioner { Appeals), Pune-II/TIYGoa

The Addl.Dir, D.G.C EL, Regional Unit, Pune.

CERA, Mumbai.

CENTAX Publications Pvt. Ltd., 1512.B Bhishm Pitamah Marg, NewDelhi
All Members of RAC/PGC in the Commissionerate.

All Trade Associations & Chambers of Commerce & Industries in the Commissionerate.

g
g

ANl Addih. ¢/ Dy, fAsstt. Commrs, at Hdgrs, Divisions and Service Tax, Pune II
Commissionerate.
All GOs / Section Heads at Hdgrs, Pune III Commissionerate.
Trade Fecility Subscribers.
The Confederation of Indian Industry, Western Regicn, Puna,
Bungalow MNo.Z, Ganeshkhind Road, Pune 411005,
Maharatta Chamber of Commerce, Industrties & Agriculture, PO Box No.525, Tilak
Road,Pune-411002
Software Exporter’s Association of Pune, Kapilvastu, 397/7, Senapati
Bapat Road, Pune- 411016,
Assnciation of Export Oriented Units, cfo Serum institute of India, Off Soli
Poonawala Read, 212/2, Hadapsar, Pune 411028,
Association of Indian Forgings [ndustry, 101/112, Nyati Milleniur,
Nagar Road Yiman Nagar Pune-411014,
Maharashtra State Tax Prectioner Association Federation /
Pimpri Chinchwad ITP-STP Association, Fimpri, P.J. Chambers, I1 Floor, 2A, Block No.
304, Pimpri Pune-411018.
The Systems Manager, EDP Section, Hdgrs, Pung-IlI Commissionerate to upload on the web
site of Commissionerate immediately.

Additional Director General(Systems) New Delhi for information.
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Circular No. 128/10/2010-8T

) F Mo.354/141/2010-TRU
Government of India
Ministry of Finance
Cepartment of Revenue
Central Board of Excise & Customns
{Tax Ressarch Unit)
Morth Block, New Delhi,
24 ®august, 2010.
To
Dicector General {Service Tax),
Director General {Cantral Excise Intelligence)
Director General {Audit)
Chief Commissioner of Central Excise and Senvice Tax (All}
Commissioner of Cantral Excise and Customs (All)
Commissioner of Central Excise and Sarvice Tax (All)
Commissioner of Service Tax (AN)
Madam/Sir,

Subject: Service tax on or-going works cordracts entered into prior to 01.06.2007 — regarding —

It has been brought to the notice of the Board that the following confusionsi/disputes prevall with respect to kong term
works contracts which were entered imo prior to 01.06.2007 (when the taable service, namely, Works contract came into
effect) and were continued bayand that data:

{ White prior 1o the said date services like Construction; Erection, commissioning or installation; Repair services
were classifiable under respective taxable senices even if they were in the nature of works contract, whether
the classification of these activities would undergo a change?

{iy Whether In such cases of contimuing contrscts, the Works Contract (Composition Scheme for paymert of
Senvice Tax) Rules, 2007 under Notification No. 32/2007-5T dated 22/05/2007 would be applicabla?

2. The maiter has been examined. As regards the classification, with effect from 01.05.2007 when the new service
‘Works Contract’ service was made effective, classification of afaresad services would undergo a change in case of long term
contracts even though part of the service was classified under the respective teable service prior to 01.06.2007. This is
hecawse ‘works contract’ describes the nature cf the activity more specifically and, therefors, as per the provisions of section
G5A, of the Finance Act, 1994, it wouki be the appropriate classification for the part of the senvice provided after that date.

3 As regards applicability of composition scheme, the material fact would be whether such a contract satisfies rule 3 (3)
of the Works Contract {(Composition Scheme for payment of Service Tax) Rules, 2007. This provision casts an cbligation for
exercising an option to chocse the scheme prior to payment of sandce tax in respect of a particular works contract. Onca such
an optioh 15 made, it is applicable for the entire contract and cannat be altered. Therefore, in case a conract where the
provisicn of service commenced prior 1o 01.08.2007 and arw payment of service tax was made under the respective taxable
service before D1.08.2007, the said condition under rule 3{3) was not satisfied and thus no portion of that contract wouwd be
eligible for composition scheme. On the other hand, even if the provision of senvice commenced before 01.06.2007 but no
payment of service tax was made til the texpayer opted for the composition schemne after its coming inte effect from
01.06.2007, such contracts would ba aligible for opting of the composition scheme.

4. The Board's previous Clreular No. 88/1/2008-ST dated 04.01.2008 and the ratic of judgement of the High Court of
Andhra Pradesh in the matter of M/s. Nagarjusa Construction Company Limited v8. Government of India (2010 TIOL 403 HC AP
ST ara in line with the above interpretation

5. Trade Nalice/Public Notice may ba issued accordingly.
Yours Faithfuly,



