

10. 1

Item No. 10
Service Tax collection from Regulated entities for the period 1st June 2012 to 31st December 2013
Prior to introduction of Finance Bill 2012, service tax was not applicable to be collected by the Authority. In the Finance Bill 2012, government introduced a list of services, known as “Negative List”, indicating cases, where service tax collection was not applicable. The matter was taken up with MOF as it was felt that services of the Authority are not subjected to the provisions of the service tax as the functions performed by IRDA under IRDA Act, 1999 and Insurance Act, 1938 are in the nature of statutory obligations which are fulfilled in accordance with the law.
The Department of Revenue, Tax Research Unit of Government of India clarified in July 2013 that the services provided by the Authority are liable to Service tax. Subsequently, a clarification was requested by Authority based on notification No. 02/2014 dated 30th January 2014. It was clarified by DFS vide letter dated 14th January 2015 that exemptions to services mentioned in notification dated 30th January 2014 are not applicable to IRDA and IRDA is liable to pay service tax on  services being provided by it.
The service tax payable worked out by the Chartered Accountant firm was placed before the Authority in the 81st meeting held on 31st December, 2013 for decision. The Authority had decided to make the payment of Service Tax accordingly and   also recommended for issue of circular to the effect that all service receivers such as Insurance Companies, Brokers, Agents, TPAs, Surveyors etc. should pay Service Tax to the Authority from 1st January, 2014 on services provided by the Authority.
It was also decided that considering the difficulties involved in collection of Service tax from the regulated entities from 1st July 2012, the Authority would bear the service tax payable for the period 1st July 2012 to 31st December 2013 i.e Rs 22.58 Crores. Since a VCES scheme was available for the period up to December 2012, Rs 6.42 Crores was paid under the scheme. The balance amount was paid on 31/03/2014 totalling to Rs22.58 Crores for the above period.
CAG, vide their audit para1 part IB of inspection report for the year 2012-13 raised an objection that non-collection of service tax resulted in loss to the Authority as well as to Government exchequer. CAG also pointed out that Authority did not attempt to collect the dues from the respective entities before the decision to bear the amount out of its own fund. It was clarified to CAG that as the Authority felt it cumbersome to collect the service tax from various stakeholders for the past period, it was decided to bear the service tax payable for the past period and collect service tax  from 1st January 2014. The CAG observations were followed up by the Ministry and a meeting was also convened with DFS on 20th February 2015 and it was advised that the matter of recovery of Service Tax for the period upto 31st December 2013 which was borne by the Authority should be placed before the Authority for decision on recovery.
Accordingly, the issue of recovery of Service tax of Rs 22.58 Crores paid by the Authority is placed for directions of the Authority.
A brief list of service tax dues paid by the Authority on behalf of stakeholders is attached (Annexure I).
Submitted for the decision of the Authority.
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	Annexure I

	Details of Service tax paid by the Authority on behalf of regulated entities

	Sl.No.
	Description
	Approximate no. of entities
	Total amount in Rs

	1
	Surveyors Fees
	15000
	                            4,12,944 

	2
	Registration Fees - Insurers
	2
	                               11,000 

	3
	Registration/Renewal Fees - Agents
	20 lakhs
	                       3,37,36,881 

	4
	Registration Fees - Brokers
	425
	                                 2,750 

	5
	Registration Fees TPAs
	30
	                                 2,200 

	6
	Registration Web Aggregators
	10
	                                 7,700 

	7
	Registration Fees Ins Repository
	5
	                               16,501 

	8
	Registration Fees Referral Fees
	10
	                               74,803 

	9
	Misc Income
	50
	                               53,617 

	10
	Renewal Fees Insurers
	54
	                     15,27,51,701 

	11
	Renewal Fees Brokers
	400
	                          21,78,327 

	12
	Renewal Fees TPAs
	30
	                       3,65,68,306 

	
	Total
	 
	                     22,58,16,730 







