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0-

Mis. Ramesh Brothers Ahmedabad

gr 3rf am?gr rigz al{ ft anfhRa 7f@art at 3r4ha [fRua Tar a
Thar &:
Any person aggrieved by this Order-in-Appeal may file an appeal to the appropriate
authority in the following way :-

Appeal To Customs Central Excise And Service Tax Appellate Tribunal:-

fcrrm:r~,1994 cBl" QM 86 cfi 3iafa rft at fr 1ffi1 cBl" \JJ"T "ficITTfr:­
Under Section 86 of the Finance Act 1994 an appeal lies to :-

uf?a hit 9ls ft zrc, ma zca vi ara a4l#ta nznf@raw it. 2o, qea
mffclcC'l cbl-C!i'3°-s, ~ ~. '116l-li:ilcilli:i-380016

The West Regional Bench of Customs, Excise, Service Tax Appellate Tribunal (CESTAT) at
0-20, New Mental Hospital Compound, Meghani Nagar,Ahmedabad - 380 016.

(ii) srq#hr rznf@err at f@&ta 3rf@e,Ru, 1994 cBl" QM 86 (1) cfi 3Rf<m 3JLTlc;[
~ Pllll-llcJc1"1, 1994 cfi ~ 9 (1) cfi 3Rf<m frrtl"lftc; tITT.:r ~.tr- 5 if "'cfR ~ if cBl"
ur if qi Ga vr fGr 3mat fag 3rftc at <1t m ~ mw:rr
#tur aRg (Uri vamfr If &tft) 3ITT" "ffl l?:f if 1tffi "f{!lR if~cnl .-1.llll~d
~-Q;@" t, cfITT cf) 'TTfim x114GtPlcb &f3f ~ cf) A.llll4"1d a run frzr # ?aifh #
~ cf> xii"1:f if ui aa al it, nl 61 nit 3ITT WTTllT 1TlJT '!flRT ~ 5 "C'!ruf <TT "i3xffi cfi1i
t cfITT ~ 1 ooo/ - i:ifrx-r ~ "ITT111 I Get hara al it, an #t mil 3ITT WTTllT 1TlJT .'!f[RT
~ 5 "C'!ruf <TT 50 "C'!ruf "ctcP "ITT "c'tT ~ 5000/ - i:ifrx-r ~ "ITT111 I uii ara #t it, ans at
-.=rrT 3ITT WTTllT 1TlJT '!flRT ~ 50 "C'!ruf <TTunrr ?& azi 6u; 1oooo/ - i:ifrx-r ~ "ITT111 I

(ii) The appeal under sub section (1) of Section 86 of the Finance Act 1994 to the
Appellate Tribunal Shall be filed in quadruplicate in Form S.T.5 as prescribed under Rule
9(1) of the Service Tax Rules 1994 and Shall be accompanied by a copy of the order
appealed against (one of which shall be certified copy) and should be accompanied by a
fees of Rs. 1000/- where the amount of service tax & interest demanded & penalty levied of
Rs. 5 Lakhs or less, Rs.5000/- where the amount of service tax & interest demanded &
penalty levied is is more than five lakhs but not exceeding Rs. Fifty Lakhs, Rs.10,000[7,?-;_;:-;{-;;;.::;:::-,..
where the amount of service tax & interest demanded & penalty levied is more than .fift.i'~•-'·" ;::, -o,~:i'
Lakhs rupees, in the form of crossed bank draft in favour of the Assistant Registrar of4he"71so, -%2
bench of nominated Public Sector Bank of the place where the bench of Tribunal 1s s1tuatefr f.~½· i'~-~ ·;
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(iii) fcmn:l 3l~f~lf.1994 clft m-xr 86 al'r '3tl-tmT3TI izct (21:!) er, 3RfTffi 3rcflc;r ~
fmra1, 1994 a Pam 9 (2°C!) cf> aiafa fenfRa mT4 Va.bl-7 al ur hf vi \fflcfi x-fll!:[

3JTP@ sn zgca (74t) a 3net a ,Ra (0IA)( ffl xl mfr uR etf) ah 'arr
3TITR'!. "ffiWf<f> / UT 3nJd 3721al Ano flu Uqra yen, 3r4th unTfeau a an)a aa
#rr ?a g arr (olo)# 4R urf stn I

(iii) The appeal under sub section (2A) of the section 86 the Finance Act 1994, shall be
filed in Form ST-7 as prescribed under Rule 9 (2A) of the Service Tax Rules, 1994 and shall
be ar,companied by a copy of order of Commissioner Central Excise (Appeals)(OIA)(one of
which shall b.e a certified copy) and copy of the order passed by the Addi. / Joint or Dy.
/Asst!. Commissioner or Superintendent of Central Excise & Service Tax (010) to apply to
the Appellate Tribunal.

2. zurigi)fer nrnGu gen a1f@fzm, +97s al grii q or4qal-1 siifa fiffa hg
31yr Ju 3nr i err mif@eat a an2 ,R R w 6.so/- ha a znznrazr green f@4e
-~PTT -gr,n "rfl'6t:! I

2. One copy of application or 0.1.0. as the case may be, and the order of the
adjudication authority shall bear a court fee stamp of Rs.6.50 paise as prescribed under
Schedule-I in terms of the Court Fee Act, 1975, as amended.

3. fur gg,ar zra vi ao 3qf)hr nrnf@awt (afff@en) fur6n, 49s2 #i fla
\I([ arr vii[@e)a aaii at fa~ra asa [nit al 3it fl can aaffa Rn oral t!; I

3. Attention is also invited to the rules covering these and other related matters
contained in the Customs, Excise and Service Appellate Tribunal (Procedure) Rules, 1982.

4. tam gr;a, be#tr z3=uz rrn vi paras 3dfrn mfraUr (4t+an h ,f 3r41ah bh araoh ii
2r 3euTzan 3f@9@au, &yy Rt nu 39qh 3in f4tr(gin-) 3f@1era 2cg(oyfia
29) Recrias; ·.oz.oy 5it Rt fr#r 3/f@1ua, &&y Rrrt 3 h 3iasi paras al 3ft "MT<JL m'r •r~ t, '/1TTT
fffr n{ q4-fr 5rmr aar 3rfaf , rra f zar3iala sumR an arr3r)frer {1f?I

cITf Cf>~ :C-.7:llJ :ff 31\trcli ;;J' ~T
e4tr 5en eras vihara c'J; 3fc1'1'ra" ;n'f;lr !merav gm2fa nf@?­

(i l '<fRT 1 ±t h 3iatr faff+ 74a

(ii) crlzat atna a@r
(hi) cl sntr raft 4 fer0 6 c'p Jicf'JT'R ~ '{clfJf

, A m r a g i rz f n gr nr h aur fa4zr (ai. 2 ) 31f@1fra, 2 0 1 4 3carqt f@nil

3]tll~ll~ ~rfq:\,r,rfr c); -w-rn=r ftrcrm'tft'c:T ~i["JJ<'f 3fi,ff 1Jcf 3[(fic;r qif~.=if,r-e;)-a)' I

4. For an appeal to be filed before the CESTAT, it is mandatory to pre-deposit an
amount specified under the Finance (No. 2) Act, 2014 (No. 25 of 2014) dated
06.08.20'14, under section 35F of the Central Excise Act, 1944 which is also made
applicable to Service Tax under section 83 of the Finance Act, 1994 provided the
amount of pre-deposit payable would be subject to ceiling of Rs. Ten Crores,

Under Central Excise and Service Tax, "Duty demanded" shall include:
(i) amount determined under Section 11 D;
(ii) amount of erroneous Cenvat Credit taken·;
(iii) amount payable under Rule 6 of the Cenvat Credit Rules.

'\

~> Provided further that the provisions of this Section shall not apply to the stay
application and appeals pending before any appellate authority prior to the
cornrnencement of the Finance (No.2) Act, 2014.

4(1) sriaaf ii, s3r2gr h uf 3rdrr@aur h mar szi rear 3rzrur areas z vs
fcrcntac=r ~r ~T m"ar fcriIJ wr area h 10% 2pa1tru all sz haa avg fafer zl ar vs#
10% 2p1arruRt 5rmas#rI
4(1) In view of above, an appeal against this order shall lie before the Tribunal on
payment of 10% of the duty demanded where duty or duty and penalty are in dispute, or
penalty. where penalty alone is in dispute.
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ORDER IN APPEAL

· : - • ·«'±
M/s. Ramesh Brothers, 614, 6th floor, Parekh Tower, Near Diwan

Ballubhai School, Kankarya, Ahmedabad (hereinafter referred to as

'appellants') have filed the present appeals against the Order-in-Original

number SD-05/14/DKJ/AC/2015-16 dated 22.01.2016 (hereinafter referred

to as 'impugned orders') passed by the Asst.Commissioner, Service Tax Div­
V, APM Mall, Satellite, Ahmedabad (hereinafter referred to as 'adjudicating

authority');

2. The facts of the case, in brief, are that the appellants were engaged in

providing taxable service under the category of 'Business Auxiliary service'

and was not holding Service Tax registration number. It was noticed that

Appellant had received an "Commission" and "discount" totaling of Rs.

36,17,605/- from M/s Travancore Titanium Products Ltd., Kerala ( TTPL )

O during the year 2010-11 to 2013-14 for marketing their manufactured

product, but appellant had not paid service tax of Rs. 4,21,101/- under

Business Auxiliary service. Show cause notice dated 17.02.2015 demanding

Rs. 4,21,101/-, on above incentive, with interest was issued.

3. Adjudicating Authority vide impugned OIO confirmed demand of Rs.

1,34,980/- under section 73(2) of FA 94 along with interest under Section
75 and also imposed penalty of Rs. 5000/-under Section 77(2) for failure to

get registration, of Rs. 5000/- under 77(1)(a) for failure to self assess
service tax liability, penalty of Rs. 5000/- under section 77(2) for failure to
issue and penalty of Rs. 4,21,101/- under section 78 for suppression of facts

0 was imposed on appellant. From the agreement dated 08.05.2010 it was
concluded by the adjudicating authority that relation between appellant and
TTPL was that of agent and principal. Moreover from debit note it was

noticed to adjudicating authority that TTPL has deducted TDS under section
194 H of the Income Tax Act, 1961 and income was registered in appellant's

ledger as "commission", therefore it was concluded in OIO that amount
received was that of commission income which is chargeable to service tax.

4. Being aggrieved with the impugned order, the appellants preferred an

•.arr%$%%2
I. Appellant are registered with the Gjarat VAT authorities and have b.~ ''.•t, .,!;

doing trading activities of buying and selling product purchased fro#a f$??
.'·acre".re
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TTPL as STOKISTS of TTPL and in return gets trade discount as well

as additional discounts on placing additional quantity than that of

specified quantity in agreement.
II. Clause VII of agreement with TTPL dated 08.05.2010 shows

"RELATIONSHIP" as " The parties hereto recognize and agree that

relationship between them shall be that of seller and purchaser and

not that of principal and agent".
III. Renewed agreement dated 08.05.2010 shows "OBLIGATION OF THE

COMPANY" at clause III(4) as "to pay/adjust to stokist Trade Discount

rates specified by the company from time to time.
IV. Appellant are in trade of purchase and sales of goods on behalf of the

client customers in terms of OGS Purchase/ sales or LR sales by

getting invoice directly in the name of customers and having our

account in invoice which is normal business practice.
V. TTPL issues credit notes under head of TRADE DISCOUNT and never

issued under COMMISSION head for business done during the month.

Appellant receives trade discount on achieving prescribed target of

quantity and no circumstances commission is received.
VI. Appellant sells goods by adding profit margin and charges VAT if sold

in Gujarat and issue "C" form for other state sell. Under Central Sales
Tax i'F" is issued for commission agents so it is evident that we are not

acting as commission agent.

0

05. Personal hearing in the case was granted on 08.11.2016 and Shri
Milan Gandhi, CA, appeared before me. Shri Milan Gandhi, CA reiterated the
grounds of appeal. He submitted additional submission wherein it is stated

that-
I. In the course of business granting discount either in the form of trade

discount or cash discount is normally seen to encourage the customers
to settle the amount in time and to purchase in huge quantity. The
manufacturer or service provider may grant discount to their clients or
may receive discounts in the course of purchase. Ih addition to

discount incentives may also be granted if the target fixed is
exceeded. Such discount/incentive will not form part of assessable

value for levying service tax or excise duty and hence no service tax or
excise duty is leviable on such discounts/incentives. The said7Ga­
connotation is confirmed by some of the tribunals which wi1,l/4'1fe,1~ 1

'"'";;;-,:
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II. In 'Euro RSCG Advertising Limited V. Commissioner of Service Tax,
Bangalore' 2007 -TMI - 1721.- CESTAT, BANGALORE the tribunal held

that cash discount is an income from payment of bills in advance and

not from services rendered to clients and does not attract service tax.

In addition to this the appellants received incentives from certain

publications after they reached certain targets of advertising business
given to them. This incentive is called as target incentive. It is in no
way connected to the service rendered to the clients nor is billed to

clients.
III. In 'Kerala Publicity Bureau V. Commissioner of Central Excise' 2008 -

TMI - 2534 - CESTAT, BANGALORE the tribunal held that incentives

are collected from media. Revenue considered their receipts as extra

commission and proceeded to levy service tax. Incentives in the form
of discounts are not leviable to service tax and only charges on

advertising charges are leviable.
IV. In 'Mccann Erickson (India) Private Ltd., V. Commissioner of Service

Tax, Delhi' 2008 -TMI - 4235 - CESTAT NEW DELHI the tribunal held

that the basic point which should be borne in mind is that service tax
is levied on the gross amount received by the service provider from
the recipient of the service for the services rendered. In this case the
appellant is the service provider. The appellant being advertisement
agency rendered advertising services by engaging print, electronic

media etc., The tax authorities should see whether the appellants had
discharges duty liability on the gross amount received from their
clients. In this case the various media are not the clients of the

0 appellant. If the media gives 15% discount to the appellant, the

amount has nothing to do with the gross amount received by the

appellant from their clients to whom they rendered advertisement
services. Therefore there is no logic in demanding service tax on the

discount of 15% received by the appellant from print media.
V. In 'Commissioner of Service Tax, Mumbai V. Reliance

Communications Ltd.,' 2008 -TMI - 30438 - CESTAT MUMBAI the
respondents were engaged in providing services under the category of

telephone services, on line information and database access and
retrieval services, leased circuits etc., The respondents filed the
refund claim on the ground that they have paid the service tax.6.±%%-.-2cs
Maximum Retail Price (MRP) of the recharge coupon vouchers ft.t#j°%%\k
prepaid services but the recharge vouchers had actually been sold to,}}_ hi ,
the distributors at a discounted price from the MRP and some had a~()_:_:2{-f:,/

~.,.·.. ,., ...._,:;;'~-: :~~-~1/
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been distributed free of cost to distributors/operators. The claim was
filed on the ground that the money value of the discount given on the

recharge vouchers had not been received by the respondent and hence
service tax is not payable on those as per Explanation (2) of Sec. 67 of
the Finance Act, 1994 and Rule 6 of the Service Tax Rules, 1994. The
refund claim was rejected on the ground that the invoices submitted in

support of the claim were of Reliance Communications Infrastructure

Ltd., ('RCIL' for short) and not respondents viz., Reliance

Communications Ltd., ('RCL' for short).
VI. The tribunal held that RCIL was authorized by RCL to issue invoices on

their behalf. It is also undisputed that recharge coupon vouchers
were sold by the RCIL to the distributors at a value which is less than

that is printed on them. If that be so, it is the fact the RCIL has

recovered only discounted value from the distributors. Provisions of
the Finance Act, 1994 are that the service tax liability on a service

provider is only for the amount which he gets paid.
VII. The tribunal further held that RCIL is a service provider and having

paid the service tax liability on the entire MRP of the recharge coupon

vouchers they are eligible for the amount of the refund claim on the
amount which is not realized by them from their distributors.

VIII. In 'Brown Kraft Industry Ltd., V. Commissioner of Central

Excise, Thane-II' 2007 -TMI - 1133 - CESTAT, MUMBAI the appellants

are the manufacturers of corrugated boxes/tubes. They were not

reversing the excess modvat/cenvat credit availed on the raw
materials because of the trade discounts passed on by their suppliers
at a later stage. It is alleged by the department that after giving the

discount the transaction values changed and resulted in payment of
reduced duty. This amounted to excess credit passed to the appellant

to that extent of differential duty calculated on the discount amount.

DISUSSION AND FINDINGS

6. I have carefully gone through the facts of the case on records, grounds

of appeal in the Appeal Memorandum and oral submissions made by the
appellants at the time of personal hearing. Sort question to be decided is as
to whether relation between appellant and TTPL is principal to principal or

Principal to agent

0

0
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7. NOw I take up the documents for scrutiny. I have perused agreement
with TTPL dated 08.05.2010. I find that appellant, is acting as Stokists of
TTPL. From clause I (1) TTPL is selling goods to appellant which is evident

from wording that..." The Company will sell and the Stokist will purchase

during the currency of this agreement.. .". From clause II(3) of agreement it

is inferred that title of goods is transferred to appellant and appellant is all

responsible for loss or damage of goods after it is dispatched from TTPL.
Clause VII of agreement with TTPL shows "RELATIONSHIP" that of seller and

purchaser and not that of principal and agent.

8. Adjudicating authority has held that TDS is deducted from money

received from TTPL, therefore commission received is liable for service tax

under BAS. Regarding TDS deducted for commission paid through credit

note it is to mention that merely deducting TDS by TTPL does not makes

commission liable for service tax as that circumstances/activity is beyond

appellant control. Nature of money received i.e. Commission or trade

discount by whatever name you call, remains the same irrespective of
deduction of TDS. It is well settled principal of law that law does not compel
a man to do that which he can not possibly do and the said principal is well

expressed in legal maxim "lex non cogit ad impossibilla". The unforeseen

circumstances beyond the control of the appellant resulted in deduction of

TDS.

evidence appeal filed is of no use to appellant.

invoice issued showing payment of vat, VAT return, CA Certificate of
payment of VAT for SCN period etc. In the absence of such corroborativ~----­/4 Z1Tq"-fit-?;-_-..
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9. When trading or buying and selling activity is involved, the

incentive/discount received, even though it may be called by the name of
commission, is not taxable under business auxiliary service. It is money

0 received in course of trading/sales, therefore service tax liabilities does not
arise. The definition defined under business auxiliary service presupposes

the existence of relation between principal and a client and not between the
principal and principal. To be covered under business auxiliary service, sale
per se is not included but service in relation to sale is taxable event.

However I am unable to extend the benefit of these arguments to appellant

for the reason that appellant has not produced any evidence to substantiate

that appellant has sold goods to client on payment of VAT. Agreement
produced is not substantiated with documentary evidence like ledger, own
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10. Appellant has pleaded for waiver of penalty under section 80 of

Finance act. Amendment in Section 80 by Finance Act, 2015 (w.e.f.

14.05.2015) is done .Finance Act, 2015 has omitted section 80 of the

Finance Act, 1994 w.e.f. 14.05.2015. Thus, there shall be no provision

providing for waiver or reduction of penalties levied under sections 76, 77 or

78 in cases where reasonable cause exist or is shown. This would imply that

there is no discretion now and that penalties become mandatory.

11. In view of above, appeal filed by the appellants is not allowed.

12. 341aa zat a# a{ 3r4at a fqzr 3qla at# faur sear &1

12. The appeals filed. by the appellant stand disposed of: in ab@ye,terms.

2+aw>
(3mr gin)

3nzrad (3r4la - II)
.:,

0

Ty.t...
SUPERINTENDENT (APPEAL-II),
CENTRAL EXCISE, AHMEDABAD.

To,

M/s. Ramesh Brothers,

614, 6 fl0or, Parekh Tower,

Near Diwan Ballubhai School,

Kankarya, Ahmedabad

Copy to:

1) The Chief Commissioner, Central Excise, Ahmedabad.

2) The Commissioner, Service Tax ,Ahmedabad-.
3) The Additional Commissioner, Service Tax, Ahmedabad
4) The Asst. Commissioner, Service Tax Di-V, APM

Ahmedabad.
5) The Asst. Commissioner(System), C.Ex. Hq, Ahmedabad.

6) Guard File.
7) P.A. File.

0

mall, Satellite,


