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NO LEVY OF SERVICE TAX ON EXPORT OF SERVICES

The Finance Minister while introducing the Finance Bill, 2003 ("Bill") had issued Notification No. 2/2003 dated March
1,2003 ("Notification No. 2/2003") that has rescinded earlier Notification No. 6/99-Service Tax dated April 9, 1999
("Notification No. 6/99") . This later Notification exempted taxable service from payment of service tax if the payment
for services rendered was received in convertible foreign exchange and the foreign exchange was not repatriated
outside India. Consequent to the issue of the Notification No. 2/2003, service tax would be leviable on all taxable
services consumed or rendered in India, irrespective of whether the payment therefor is received in foreign exchange
or not.

The withdrawal of the Notification No. 6/99 had raised several doubts whether the export of services would continue
to remain tax free. In order to address these apprehensions, the Finance Ministry has issued a clarification on April
25,2003 that the Service Tax is a destination based consumption tax and is not applicable on export of services.
With regard to the services of secondary service provider, itis clarified that since such services are consumed in
India, service tax would be leviable on the same.

Itis also clarified thatin case of service consumed/provided in India in the manufacture of goods which are ultimately
exported, no credit of service tax paid can be availed or reimbursed at present as inter-sectoral tax credit between
services and goods is not allowed.

The Bill has also proposed to increase the rate of s ervice tax from 5 per cent to 8 per cent. In this context, itis
clarified that the increased rate of service tax at 8 per cent would be applicable when the Bill is passed. Where
invoices are already raised before passing of the Bill, but payments are received after the passing of the Bill, the
service tax would be applicable at the rate of 5 per cent. If however the invoice is raised subsequent to the passing of
the Bill, the service tax would be applicable atthe enhanced rate of 8%.

Source: http/imw.finmin.nic.in/press_room/april_details.htm as visited on April 29, 2003
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not substitute the need to refer to the original pronouncements.

Research Papers

Compendium of Research Papers

April 11, 2024

Third-Party Funding for Dispute
Resolution in India
April 02, 2024

Opportunities in GFT City

March 18, 2024

Research Articles

Private Client Insights - Sustainable
Success: How Family Constitutions
can Shape Corporate Governance,
Business Succession and Familial
Legacy

January 25, 2024

Private Equity and M&A in India:
What to Expect in 20247
January 23, 2024

Emerging Legal Issues with use of
Generative Al
October 27, 2023

Audio '

IBC allows automatic release of ED
attachments: Bombay HC reaffirms
April 15, 2024

The Midnight Clause
February 29, 2024

Enforceability of unstamped or
inadequately stamped Arbitration
Agreements

January 10, 2024

NDA Connect

Connect with us at events,
conferences and seminars.

NDA Hotline

Click here to view Hotline archives.

Video =«

Cyber Incident Response
Management
February 28, 2024

Webinar : Navigating Advertising


http://www.finmin.nic.in/press_room/april_details.htm
/fileadmin/user_upload/pdfs/Research_Papers/Research-Paper-Compendium.pdf
/fileadmin/user_upload/pdfs/research_Papers/Third-Party-Funding-for-Dispute-Resolution-in-India.pdf
/fileadmin/user_upload/pdfs/research_Papers/Opportunities_in_GIFT_City_.pdf
/fileadmin/user_upload/Html/Hotline/Article_Jan2524-M.htm
https://www.nishithradio.com/Podcast.aspx?id=100&title=IBC_allows_automatic_release_of_ED_attachments:_Bombay_HC_reaffirms
https://www.nishithradio.com/Podcast.aspx?id=73&title=The_Midnight_Clause
https://www.nishithradio.com/Podcast.aspx?id=72&title=Enforceability_of_unstamped_or_inadequately_stamped_Arbitration_Agreements
/Event/1.html?EventType=Upcoming
/Event/1.html?EventType=Upcoming
SectionCategory/33/Research-and-Articles/12/0/NDAHotline/1.html
https://www.nishith.tv/videos/cyber-incident-response-management-february-28-2024/

Laws in India Part Il Fireside Chat
with Manisha Kapoor
February 27, 2024

Webinar : Navigating Advertising
Laws in India
February 20, 2024


https://www.nishith.tv/videos/webinar-navigating-advertising-laws-in-india-part-ii-fireside-chat-with-manisha-kapoor-february-27-2024/
https://www.nishith.tv/videos/webinar-navigating-advertising-laws-in-india-february-20-2024/

	Tax Hotline
	Research Papers
	NO LEVY OF SERVICE TAX ON EXPORT OF SERVICES

	Research Articles
	Audio
	DISCLAIMER

	NDA Connect
	NDA Hotline
	Video

