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Service Tax Voluntary Compliance 
Encouragement Scheme, 2013

Before explaining the features of Service Tax 
Voluntary Compliance Encouragement Scheme (the 
Scheme), 2013, it is necessary to understand the 
meaning (definition) of important terms used in the 
Scheme. Accordingly, the following succinct table has 
been prepared:
Term Meaning (Definition) of Term
Declarant It means any person who makes a 

Declaration[in pursuance of this 
Scheme] under Section 97(1) of 
Finance Act, 1994[hereinafter 
abbreviated as ‘Act’]

According to the Service Tax Department, there are about 17 lakh Service Tax Assessees 
registered with it. However, only about seven lakh assessees are filing their Service Tax 
Returns with it. To say it differently, remaining about 10 lakh assessees have either not filed 
their Service Tax Returns at all or  have stopped filing their Service Tax Returns. In order 
to encourage such non-filers or stop-filers of Service Tax Returns to voluntarily comply with 
various applicable statutory provisions [and Rules] pertaining to Service Tax, Finance Bill, 
2013 proposes to introduce a scheme which may be called Service Tax Voluntary Compliance 
Encouragement Scheme, 2013. It is noteworthy that Rules for implementing the Scheme have 
not yet been notified by Central Government, by virtue of Notification in the Official Gazette. 
As a consequence, until such Rules are notified, complete clarity may not be available in 
respect of certain issues [particularly procedural in nature] of the Scheme. 

CA. Ashok Batra

(The author is a member of the Institute. He can be 
reached at caashokbatra@gmail.com)
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Term Meaning (Definition) of Term
Designated 
Authority

It means an officer not below the rank 
of Assistant Commissioner of Central 
Excise as notified by the Commissioner 
of Central Excise for the purposes of 
this Scheme.

Prescribed It means prescribed by Rules made 
under this Scheme.

Tax Dues It means the Service Tax due or 
payable under Chapter V of the 
Finance Act, 1994 or any other amount 
due or payable under Section 73A 
for the period beginning from the 1st 
day of October, 2007 and ending on 
31st December, 2012 including a cess 
leviable thereon under any other Act 
for the time being in force, but not paid 
as on the 1st day of March, 2013.

The salient features of the Scheme are detailed below:

1. Date of Application of the Scheme
The scheme is proposed to come into force from the 
date of enactment of Finance Bill, 2013.

2. Period for which the benefit of the scheme can be 
availed  
This benefit of the Scheme can be availed only for the 
tax dues for the period beginning from 01-10-2007 and 
ending on 31-12-2012. Here, an interesting situation 
arises. According to Section 70 of the Act read with Rule 
7 of Service Tax Rules, 1994, service tax return for the 
half year beginning from 01-10-2007 and ending on  
31-03-2008 was required to be filed by 25-04-2008. 
Thus, the Department cannot issue a show cause notice 
in respect of said half year after the expiry of five years 
from the relevant date in terms of proviso to Section 
73(1) of the Act. Further, the explanation to Section 
73, inter alia, provides that for the purpose of Section 
73, “relevant date” means the date on which service 
tax return is filed by the assessee. However, if no 
service tax return is filed by the assessee, the last date 
on which such return is to be filed will be considered as 
“relevant date”. Resultantly, in the present context, if 
the assessee submitted his return, the date of submission 
will be relevant date. On the other hand, if no service 
tax return was submitted by the assessee, then 25-04-
2008 will be considered as relevant date. Therefore, in 
case of all those assessees who either did not submit 
their returns or submitted their returns on 25-04-2008, 

the Department cannot issue a show-cause notice after 
25-04-2013. Thus, it is quite likely that these service 
tax assessees will not declare and pay any tax dues for 
the half year beginning from 01-10-2007 and ending 
on 31-03-2008.

Additionally, tax dues for any period after 31-12-
2012 are required to be settled in accordance with 
normal applicable provisions of the Act and Rules 
made thereunder.

3. Persons who cannot avail the benefit of the scheme
(i)  Any person to whom a Notice or Order of 

Determination has been issued before 01-03-
2013[in respect of his tax dues for any period 
beginning from 01-10-2007 and ending 31-12-
2012] under any of the following sections:
(a) Section 72 (which empowers Central Excise 

officer to make the assessment of the value of 
taxable service to the best of his judgement and 
determine the sum payable by the assessee on the 
basis of such assessment. It is worth highlighting 
that provisions of Section 72 can be invoked 
only in those cases where any person liable to 
pay service tax fails to furnish the return under 
Section 70 of the Act or having made a return, 
fails to assess the tax in accordance with the 
provisions of the Act or rules made thereunder.) 

(b) Section 73 (recovery of service tax not levied or 
paid or short levied or short paid or erroneously 
refunded)

(c) Section 73A (service tax collected from 
any person but not deposited with Central 
Government)

(ii) Any person who has furnished his Service Tax 
Return [in accordance with provisions of Section 
70 of Finance Act, 1994 read with Rule 7(1) of 
Service Tax Rules, 1994] and disclosed his true 
liability but has not paid the disclosed amount of 
Service Tax or any part thereof. In simple words, if 
any person truly discloses his service tax liability 
in his service tax return and submits such return 

Notwithstanding anything contained in any 
provisions of the Act and Rules made thereunder, the 
declarant shall get immunity from penalty, interest, 

or any other proceeding under the Act or Rules made 
thereunder provided he makes payment of tax dues 
and interest (if any) in accordance with time-limits 

specified hereinbefore.
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to the Department but fails to pay the disclosed 
amount of service tax either fully or partially, he 
will become ineligible to avail the benefit of the 
Scheme. Further, such a person will not be eligible 
to claim the benefit of the Scheme for the period 
covered by the Return. 

(iii)Any person to whom a Notice or Order of 
Determination has been issued [under any of the 
above mentioned specified sections i.e.,  Section 
72, Section 73  and Section 73A of Act] in respect 
of any period on any issue,  then such  person can 
not take benefit of the Scheme on the same issue for 
any  subsequent period.

4. Procedure for making declaration and payment of 
tax dues
(i) Subject to the provisions of the Scheme, a person 

may make a declaration to the designated authority 
on or before 31-12-2013 in the prescribed form and 
prescribed manner. Both the foregoing prescribed 
form and manner may be notified, by Central 
Government, in the Rules in due course of time.

(ii)The designated authority shall acknowledge the 
declaration in the prescribed form and prescribed 
manner [which may be notified in the Rules 
subsequently].

(iii)The declarant shall, on or before 31-12-2013, pay 
not less than 50% of the tax dues so declared and 
submit the proof of such payment to the designated 

authority. In simple words, it is necessary on the 
part of the declarant to pay at least fifty per cent 
of the tax dues by 31st December, 2013. The tax 
dues or part thereof remaining to be paid after the 
aforesaid payment shall be paid on or before 30-
06-2014. However, if the declarant fails to pay 
remaining amount of tax dues on or before 30-06-
2014, then in addition to the amount of outstanding 
tax dues he will be required to pay interest at such 
rate as fixed under Section 75 or as the case may be, 
Section 73B of Finance Act for the period of delay 
starting from 01-07-2014 and ending on the date of 
actual payment. 

 Since necessary Rules to implement the Scheme 
have not yet been notified, it can not be stated 
categorically right now whether declaration is to be 
submitted firstly and thereafter at least fifty per cent 
of tax dues are to be paid by 31st December, 2013 
or vice-versa i.e., whether at lease fifty per cent 
of the tax dues are to be paid first and thereafter 
declaration is to be submitted by 31st December, 
2013. However, the author of this article is of the 
opinion that declaration is to be submitted firstly. 
Subsequently, at least fifty per cent of tax dues so 
declared [in the declaration] are to be paid by 31st 
December, 2013.  In addition, it is presently not 
clear whether entire amount of declared tax dues 
are to be deposited only in one or two instalments.  
To put it differently, whether the assessees will be 
permitted to make the payment of declared tax dues 
in more than two instalments will become clear only 
when Rules are notified by Central Government.

(iv)The declarant shall furnish to the designated 
authority details of payment of tax dues and interest 
(if any) made from time to time under this Scheme 
along with a copy of acknowledgement issued to 
him. In simple words, the declarant is required to 
furnish details of the instalments by which he has 
paid tax dues and interest, if any.

5. Issue of Acknowledgement of Discharge of Tax Dues
On receipt of the details of full payment of declared tax 
dues and the interest, if any, the designated authority 
shall issue an acknowledgement of discharge of such 

Where declaration has been made by declarant under 
the Scheme, but fails to pay the tax dues, either fully or 

in part, as declared by him, then such tax dues along 
with interest thereon shall be recovered under the 

provisions of Section 87 of the Act.
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In a nut-shell, the Scheme is advantageous for those 
Service Tax Assessees who are lucky in the sense that, 
they have not been issued any Order of Determination 
before 01-03-2013 in respect of their tax dues for the 

period beginning with 01-10-2007 and ending with 31-
12-2012 under Sections 72, 73 and 73A of the Act. On the 
contrary, this Scheme is disadvantageous for honest 
Service Tax Assessees who have timely discharged 

their tax dues.

dues to the declarant in the prescribed form and in 
prescribed manner [which may be notified in the Rules 
subsequently].

6.Circumstances under which Declaration shall be 
rejected
In case where inquiry or investigation has been 
initiated [in following ways] and the same is pending 
as on 01-03-2013, designated authority shall reject 
the declaration by passing an order in writing, giving 
reasons for such rejection:
a) Search have been conducted of the premises of a 

person in accordance with provisions of Section 82 
of the Act; or

b) Summons has been issued under Section 14 of 
Central Excise Act, 1944; or

c)  Any notice requiring production of accounts,docu-
ments or other evidence under the Act or Rules 
made thereunder, has been issued; or

d)  Any audit has been initiated.
A careful perusal of these provisions substantiate 

the opinion of the author that the assessee is required 
to file a declaration before depositing at least 50% of 
the declared tax dues by 31st December, 2013. The 
reason is that, once the declaration is made by a person 
against whom an inquiry or investigation in respect 
of a service tax not levied or not paid or short-levied 
or short-paid has been initiated by any of the four 
ways mentioned above, then such declaration shall 
be rejected by the designated authority by virtue of an 
order specifying the reasons for rejection. On receipt 
of such rejection order, such a person will not deposit 
an amount of at least 50% of the tax dues declared by 
him. Here, an attention-grabbing situation may arise. 
If the person on receiving the rejection order finds that 
his declaration has been wrongly rejected, then will 
he be given an opportunity to appeal against the order 
of the designated authority [an officer not below the 
rank of Assistant Commissioner of Central Excise as 
notified by the Commissioner of Central Excise (CCE) 
for the purpose of the Scheme]?

7. Immunity from Penalty, Interest and other proceeding
(i) Notwithstanding anything contained in any 

provisions of the Act and Rules made thereunder, 
the declarant shall get immunity from penalty, 
interest, or any other proceeding under the Act or 
Rules made thereunder, provided he makes payment 
of tax dues and interest (if any) in accordance with 
time-limits specified hereinbefore.

(ii) Nothing contained in the Scheme shall be construed 

as conferring any benefit, concession or immunity 
of the declarant other than benefit, concession or 
immunity mentioned above.

8. When the Declaration becomes conclusive
Barring a case where the declaration made by a 
declarant under the Scheme is found to be substantially 
false by the CCE, a declaration made by the declarant 
under the Scheme shall become conclusive upon 
issuance of Acknowledgment of Discharge by the 
designated authority. As a result, no matter shall be 
reopened thereafter in any proceedings under the Act 
before any Authority or Court, relating to the period 
covered by such declaration. 

9. Issue of Show Cause Notice by CCE under certain 
circumstances 
As mentioned above, if the CCE has reasons to believe 
that the declaration made by a declarant under the 
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Scheme was substantially false, he may, for reasons to 
be recorded in writing, serve notice on the Declarant 
in respect of such declaration, requiring him to show 
cause why he should not pay the tax dues not paid or 
short-paid. The foregoing show cause notice [SCN] by 
the CCE   can be issued within one year from the date 
of Date of Declaration by the declarant.  Moreover, 
the SCN shall be deemed to have been issued under 
Section 73 or, as the case may be, under Section 73A 
of the Act and the provisions of the Act shall apply 
accordingly.

10. Refund of Service Tax paid under the Scheme
Any amount paid in pursuance of a declaration 
under the Scheme shall not be refundable under any 
circumstances.
  
11. Tax dues declared but not paid
Where declaration has been made by declarant under 
the Scheme, but fails to pay the tax dues, either fully 
or in part, as declared by him, then such tax dues 
along with interest thereon shall be recovered under 
the provisions of Section 87 of the Act.

12. Power to make Rules
The Central Government may, by notification in 
the Official Gazette, make rules for carrying out the 
provisions of the Scheme. The foregoing Rules may 
provide for all or any of the following matters, namely:
(a) The form and the manner in which a declaration 

may be made by the declarant;
(b) The form and the manner of acknowledging the 

declaration by the designated authority;
(c) The form and the manner of issuing the 

acknowledgment of discharge of tax dues by the 
designated authority;

(d) Any other matter which is to be, or may be, 
prescribed, or in respect of which provision is to be 
made, by Rules.

13. Power to remove Difficulties 
If any difficulty arises in giving effect to the  
provisions of the Scheme, the Central Government 
may, by order [which is not inconsistent with the 
provisions of the Scheme] remove the difficulty. 
However, no such order shall be made after the 
expiry of a period of two years from the date on 
which the provisions of the Scheme come into force. 
Further, every such order, after it is made, shall 
be laid before each House of Parliament as soon as  
possible.

14. Concluding Remarks
The Scheme has been framed with a view to collect 
tax dues from approximately ten lakh non-filers or 
stop filers of Service Tax Returns. However, a large 
number of Service Tax assessees engaged in providing 
Renting of Immovable Property Services who availed 
the benefit of Section 80(2) of the Act by paying 
amount of Service Tax along with Interest [during the 
period beginning with 28-05-2012 and ending with 
27-11-2012] in respect of  aforementioned renting of 
immovable property services must be feeling cheated. 
Still worse is the position of those service tax assessees 
engaged in providing renting of immovable property 
services who paid not only service tax but also the 
amount of Interest and Penalty [during the period 
beginning with 28-11-2012 and ending with 28-02-
2013] in respect of renting of immovable property 
services. 

Thus, whereas the Scheme may prove a boon for 
non-filers or stop filers of service tax returns, it may have 
adverse effect on the morale of regular-filers of service 
tax returns who have honestly discharged their tax dues. 
Further, such regular-filers may also get discouraged 
because the Scheme provides amnesty even to those 
service tax assessees who have not deposited service tax 
with the Central Government even after collecting the 
same. Therefore, possibility of challenge to the Scheme 
[on the grounds of discriminatory in nature to the honest 
tax-payers] before appropriate Hon’ble Courts can not 
be ruled out. 

Another peculiar aspect of the Scheme is that 
Central Government has given a period of nearly 
two years [From 28-02-2013 to 31-12-2014] to the 
defaulting service tax assessees for availing the benefit 
of the Scheme. Looking from a different angle, Central 
Government will get the tax dues and interest, if any, 
arising out of the Scheme in two Financial Years i.e. 
2013-14 and 2014-15. The rationale of splitting the 
revenue [arising out of the Scheme] over a period of 
two years and allowing time of nearly two years for 
taking the benefit of the Scheme is not understood by 
the author. 

In a nut-shell, the Scheme is advantageous for those 
service tax assessees who are lucky in the sense that, 
they have not been issued any Order of Determination 
before 01-03-2013 in respect of their tax dues for the 
period beginning with 01-10-2007 and ending with 31-
12-2012 under Sections 72, 73 and 73A of the Act. On 
the contrary, this Scheme is disadvantageous for honest 
service tax assessees who have timely discharged their 
tax dues. n
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