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OFFICE OF THE COMMISSIONER OF SERVICE TAX

MHU COMPLEX, 692, ANNA SALAI, NANDANAM, CHENNAI-35

Phone: 24323017; Fax: 24323046

ST - TRADE NOTICE NO: 01/2006                                                   Dated:     /01/2006

Subject: UNION BUDGET 2006
* * * *


The Finance Minister has introduced the Finance Bill, 2006 in the Lok Sabha on 28th February 2006. Changes in service tax have been made vide Clause 68 of the Finance Bill, 2006 and through notification Nos. 1 to 7/2006- Service Tax, all dated 1st March 2006. Details of the changes are explained in the Explanatory Notes. For complete details, refer clause 68 of the Finance Bill, 2006, notifications and Explanatory Notes. Please visit www.cbec.gov.in, www.indiabudget.nic.in.

The copies of the following are enclosed for information and necessary action. 

1. Explanatory Notes on Service Tax provisions proposed in the finance bill 2006.

2. Notifications. 1/2006 to 7/2006 

SALIENT FEATURES.

· The rate of service tax is being increased from 10% to 12%. The increase in service tax rate will be applicable from the date of enactment of the Finance Bill, 2006.
· Section 65 is being amended and 15 services are proposed to be specifically included and defined the in the list of taxable services, and the changes will come into effect from a date to be notified, after the enactment of the Finance Bill, 2006.
· Section 65 is being amended and the scope of 12 existing services have been extended or clarified and these changes will come into effect from a date to be notified, after the enactment of the Finance Bill, 2006
· Some notifications granting exemptions have been rescinded. New notifications granting exemptions and amending STR’94 have been introduced. Various notifications granting abatements have been rescinded and consolidated under a new notification.  These changes come in to effect from 01.03.2006. Refer Notifications 1 to 7/2006.  

· Other changes proposed in the FA’94 shall come into effect from the date of enactment of the Finance Bill, 2006.
IMMEDIATE IMPACT: 
THE FOLLOWING EXEMPTIONS ARE WITHDRAWN WITH EFFECT FROM 1.3.2006, THE SERVICE PROVIDERS ARE REQUIRED TO PAY SERVICE TAX FOR THE SERVICES PROVIDED FROM 1ST MARCH 2006. OBTAIN REGISTRATION IF NOT ALREADY REGISTERED. 

1) The exemptions in relation to general insurance where-

(i) Premium is received from re-insurance both domestic and overseas;

(ii) All business for which premium is booked outside India;

2) Exemption for services, other than accounting, auditing, and statutory certification services, provided by a practicing chartered accountant, company secretary or cost accountant in his professional capacity. Consequently all services provided by such persons in their professional capacity become taxable;

3) Exemption for taxable services provided by a Call Centre or a Medical Transcription Centre;

4) Exemption for taxable service provided in relation to Enterprise Resource Planning (ERP) software system provided by a management consultant in connection with the management of any organization;

5) Exemption for catering services provided on a railway train by an outdoor caterer;

6) Exemption for catering services provided within the premises of an academic institution or medical establishment by an outdoor caterer.

Refer notification no. 2/2006-Service Tax dated 01.03.06.

REGISTRATION PROCEDURE.

Submit Form ST-1 & copy of PAN card/ allotment letter (both in duplicate), enclose one copy of the following - proof of address for residence/ business, list of directors (or) partners with name, address etc, power of attorney / authorizing board resolution in favour of authorized persons. ST1 form is available at www.cbec.gov.in. 

You may submit the application to the Service Tax Commissionerate, (facilitation centre, ground floor,) MHU Complex, 692, Anna Salai, Nandanam, Chennai 600035. Collect your registration number on the date specified. You may also send your representative with a written authorization to collect the certificate. Facility is also available to receive certificate by post. 

NEW EXEMPTIONS FROM LEVY OF SERVICE TAX:

1) Exemption from service tax has been provided to financial leasing services including equipment leasing and hire purchase, both for principal and interest portion of the installments paid. The amount of interest is calculated as 90% of the difference between the installment paid towards the payment of the lease amount and the principal amount in such installment. (Notification No.4/2006-Service Tax dated 1.3.2006)

2) Exemption from service tax has been provided to testing and analysis services provided in relation to water quality testing by Government owned State and District level laboratories. (Notification No.6/2006-Service Tax dated 1.3.2006)

3) Exemption form service tax has been provided to all taxable services provided by Reserve Bank of India. (Notification No.7/2006-Service Tax dated 1.3.2006)

The above-mentioned exemptions will come into effect from 1st March 2006.
All the Trade associations are requested to bring the contents of the Trade Notice to the attention of their member’s, in particular, and the trade and all other concerned in general.

(Issued from file C.No. IV/16/113/2006-STC)

Encl: As above.

(V. T. K. NAYANAR)

COMMISSIONER OF SERVICE TAX

To,

As per mailing list.

(Both Trade and Department.)
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