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CGMM STRAIVTR/N rR/Fr f l t  MH c i rc le  /Chennai  Telephones

sub: Applicabil i ty of service Tax on Telecommunication service received fromILDOs {Foreign Telecom Operators) by BSNL *reg.

Ref I his office ietter n0 1002-6212007/l axatton,r[lsNl /257 Dated. :Solo7r,aaE(Annexure_, ,

Kindly refer to letter crted above whereby cBEC, MOF Govt. of Indra circularNo 111110512a09-sT was c i rcu lated and in t rmaied that  Serv ice tax is  not  revrable on
I!fti**unication 

servrce received from rLDo; froreign Terecom cperators) by

Inc identa l ly  r t  rs  s tated that ,  CBEC had issued cr rcutar  v ide F No.  13/21 Da11-service tax Dated Julv.]5, 2011 ( Ao0sxl{:ej l) anJ ctarif ied that the InternationalPrlvate L'eased circuit (IPLC) charges receivedlrom abroad rs chargeable to servicetax under Business Support ServrceJsection 65(lOSifzzzqiL at the franOs of reciprentsst tuated rn Inc j ia  in  terms of  sec 664 of  the [ : rnance Act  1gg4 read wi th  Rule 2(1)( rJ) ( iv)of  t l !e  Servrce Tax Ruies 1gg4 and prov is lons of  Taxatron of  .gsrv ls6s (provrded)  f romoLl tS lde Indra anC recerved p lndra Rules 2006 apply

i jowever  thrs  mat ter  has been re_examrned by Ci3L:C MOF, Govt  o f  IncJ ia and i tts  c lar i f led v ide F NC 13112,112011-Serv ice tax Dated December jg  2011 that ,  tpLCi-s- specif ical ly covered by the definit ion of Telecommunrcation service given rn clause65[109a(rv) ]  o f  the F j rnance Act  1994.  As per  sa id sect ion these serv ices are taxableotrly when provided by a person who has been granted a lrcence under the frrst provtso
to sub sect ion (1)  sect ion 4 of  the Ind ian Telegraph Act ,  1g85.  l t  is  on ly  because theforeign telecom servtce provider cannot constitute a telegraph authority ,ndul- an Indian
law that  they remarn outs ide the taxabi l i ty  c lause of  the ie tecommunicat ion servrce
( Copy rs enclosed as AnlgXUtQ:[l)

Hence tt rs clarif ied that Service tax is not applicahle on Telecommunication
service received from ILDOs (Foreign Telecom operators) by BSNL. cB[c
Circu lar  dated 1g 12 2011 nrent ioned above may k ind ly  be brought  to  the 'o t rce of  a i l
concerned and produced before the Central Excise/ Senyrce Tax author. i t ies. i f  needed

Encl  As above

. t rl'L '

(  Smita Choudhary)
GM(Taxat ion)

Copv for rnformatron and necessarv action to
1 CGM of  a l l  BSNL Crrc les
2 lFAs of  a l l  BSNL crrc les
3 Sr  cM( l t -D) .  BSNL CO New Deth i
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No: 1002-62 /  . \OOT lTaxai i ;n /

To

i ::11'j** -:ll.
BSNL/zs,z

(1)  IFA,  o/ , ,  g6 '14,  western Maintenance Region,  BSNL,  Mumbai .(2)  GM(F) ,  t  i /o  cGM Informat ion Technolugip.o3" . t  c i rc le  ,BSNL,pune- l ! )

sub: - Applic;rbitity of service tax on IUC invoices of rLDos _ reg.

Ref : -  1)  GM(Fl ,  IT Pro jecr  Ci rc le  pune le t ter  no.  ITpC, /  IOBAS/tL DO /2OO7 _C)B 1,2Dated 28.O9.2OO2 & 3 l .OT .2OOT .
2)  cGMIu,  wrR ret ter  no.  wrR/cA/S.rax lcenvat  credi t  l2oor-oBl2TDatecl 29.O9.2OOT .
3) This t, ' l ' f ice letter of even no. 06 Dated 02-o1-2008 ancl 397 Dateci I1-

07 -2008 .

I ( ind ly  rc fer  th is  of f ice le t ter  o f  even no.06 Dated 02-01-200g where in i twas tntimalcti  that the case has been referrecl to cBEC, New Delhi for seeking
clarif ication <rrt the above noted subject. The cBEC insteacl of giving any cirrec-t
reply, has ir;sued a general circular no. lrr los l2oog-sr 

-vioe 
Ir.No.

137 1307 l2ou7-cx"4 (pr . )  Darec i  24u '  Feb,  2009 (copy encloseci ) .

Te ieco r ' ' l l l L t l l l c i l t t o t t  s r : r t ' i c c  1 : r l l s  unc i c r ' t hc  cnLcgor l ' l l l  I l t u l e  311 )  l r r r ) l  o l
Export of Scl icc Rules, 2005. In this connection it  rs clarif iecl in the perr;r 3 of
the CBEC cil r,rlar statecl :rbove that

" the re levatt i  factc-rr is the location of servrce rcce i . 'er ancl not thc p.lacc of '
performancc. In this context, the phrase' used outsicle Ir-rcl ia'  is to br:
inlerpreted t" Ir le&rl that the benefit  of the service shoulcl accrl le outsielc
India' Thus I,)r.  category II I  services[Rule3(l)( i i i ) ] ,  i t  is possibie that exporr of '
service may l,tl<e pTace even when all the relevant actrvities take place ip inclii,r
so long as th, l :enefits of the se services accrue outside Indra. ' ,

In casc of Terminatron of ILD calls BSNL provicles the service lroru lncl ia
and this servj( je is used outside India by thc foreign teleeom operators abrolr i
r..c. the foreil;u telecom operators by avaiting the connectivity proviclecl bv
BSNL and in turn are able to provide connectivity to their client abroacl
without comitrg to India. As the benefits of this service is accruec{ outsiclc
India the clarrl ication issued by CBEC is also applicable to the termination ol-
ILD carl ls provrclcd by BSNL to frrrcign opcrators ancl hencc no scrvict: lax rs
Ieviarble on srreh scrvices.

Howevcr,
return vide tlris
to be followerl.

Enc l : -As  abov t ' .

the remarks which were advised to be given in the ST-3
office letter of even no. 397 dated LL-OT-ZOO8 continued

,)

- ) { t -  
' "

(Am ndati Pi.rr-rcl i.r;
GM (Taxat ionJ

BSNL CO Ncrv  De lh i .Copy for infor rnatior-rto:  -  GM (T&C)/TRF/ILD of



Subject :  Taxabr l r ty  rn  respect
amendmen t  rn  l he  de f i n r t i on  o f
r pn'  v y .

of  In ternat ional  pr ivate
Telegraph Author i ty  u /s

F.No.  137 /  2 t  /  ZO1 1-Serv ice Tax
Government  of  Ind ia
Min is t ry  of  F inance

Depar tment  of  Revenue
Centra l  Board of  Exc ise & Customs

New De lh i

f  , a o , u  ) . r . , d r i l' i - -

D a t e d :  J u l y  1 5 , 2 0 1 1

Leased Circu i t  ( IpCL)  charges and
65  (111 )  o f  t he  F inance  Ac r ,  rgg4 -

Representa t rons  have been rece ived seek ing  c la r i f i ca t ro r r  regard ing  taxab i l i t y  o f  IpcLcharges  incur red  in  fo re ign  cur rency  by  BPoTMNCs aga ins t  rece lp t  o f  serv rces  f rom theserv tce  prov ider  s i tua ted  ou ts lde  Ind ia /g roup companLs under  reverse  charge mechan is r r il sec t ron  664 o f  the  F inance Ac t ,  1994 read w i th  Ru le  2  (1 )  (d )  ( i v )  o f  the  serv ice  Tax  Rutes1 9 9 4 1 .

'2 '  The mat te r  has  been examined.  The ac t rv i t ies  a re  rn  the  na ture  o f  Lease< i  C i rcur t  serv rcespresent ly  covered under  Te lecommunica t ion  serv ice .  However ,  fo r  ge t t ing  c lass i f ied  underTe lecommuntca t ton  serv ice ,  Sec t ron  65  (105 (zzzx)  o f  the  F inance Ac t ,  1g34 provrc jes  tha tthe  serv ice  shou ld  be  -p rov ided by  a  Te legraph au thonty .  Te lecommunica t ron  serv rce  asdef ined under  sec t ton  65  (109a)  covers  serv ices  wh ich  are  provrded by  a  person who hasbeen gran ted  a  l rcence r lnder  the  f i rs t  p rov iso  to  sub-sec t ion  ( I )  o f  sec t ion  4  o f  the  IndranTe iegraph Ac t ,  1885.  I r r  th is  s i tua t ion  i r r  the  ins tan t  case s ince  the  serv rce  prov ider  rsloca ted  abroad,  he  is  no t  coverec j  unc le r  the  de f in i i ion  g iven in  Sec t ion  55  (1Oga) ,  Thus  theserv rce  prov tded by  fo re ign  vendors  cannot  be  taxed unde.  Te lecommunica t ron  serv ice .

3 '  Sec t ron  65  (105)  (zzzq)  read w i th  Sec t ion  65  (10ac)  o t ' the  Frnance Ac t ,  1994,  de f rne : ;Business suppor t  Serv ice as seru ices prov ided in  re la t ron to  bus iness or  commerce andInc ludes evaluat ion of  prospect ive customers,  te lemarket ing,  process ing of  purchase orc lersand iu l f i lment  serv ices,  in fornrat ton and t rack ing of  
-de l ivery 

o ihudgur ,  rnanagl rg
dis t r lbut ion 

9nd logts t ics ,  customer re la t ionship mlnagement  serv ices,  accountrng ar idprocesslng of  t ransact ions,  operat ional  assrstance for  market ing,  formulat ion of  cus lonrer
serv lce and pr icrng pol icres,  in f rast ructura l  suppor t  servtces and other  t ransactronp l  ccess t  ng .

Explanatron -  For  the oJooru,  o f  thrs  c lause,  the express ion " in f rast ructurat  suppor t
serv ices"  inc ludes prov ld ing of f ice a long wi th  of f ice ut r l i t ies,  lounge,  receptron r ,vr th
competenl  personnel  Lo f randle messages,  secre lar ra l  servtces,  rn ternet  and te lecom
l 'acr l r t les,  pantry  and secur i tV.

4.  I t  t s  c la r t f ted  tha t  the  above ac t rv r ty  o f  rece iv ing  IPCL serv ice  f rom abroad is  chargeab le
to  Serv ice  Tax  under  Bus iness  Suppor t  Serv ice  ISec t ron  65  (105) (zzzq)  ib id ]  a t  the  hands o f
rec tp ten ts  s i tua ted  in  Ind ia  in  te rnrs  o f  Sec t ron  664 o f  the  F inance Ac t ,  Igg4,  read w i th  Ru le
2  (1 )  (c l )  ( i v )  o f  the  Serv ice  Tax  Ru les .  1994 and prov is ions  c f  Taxat ion  o f  Serv rces
( P r o v r d e d )  F r o m  o u t s i d e  I n d r a  a n d  R e c e i v e d  i n  I n d i a ,  R u l e s  2 0 0 6  a p p l y .

A l l  p e n d r n g  r s s u e s  m a y  b e  d e c r d e d  a c c o r d i n g l y .

( R  K  K a p u r )
OSD (Serv ice Tax)

CBEC,  New De lh i
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I No. 137l21 /ZOtl ' * Service Tax

Government  of  tndia
Minis t ry  of  F inance

Department  of  Revenue
{Centra l  tsoard of  Excise & Customs}

New Delh i ,

Datr :d:  Decembr: r  t r9,  2011

subject :  Taxabi l i ty  in  respect  of  In ternat ional  Pr ivate Leased c i rcu i t  { lp l -c}  r :harges and amenrJment  in  the
def in i t ion of  Telegraph Author i ty  u is  6r  { I11)  of  the Finance Acr ,  L994* reg"

Pieaser  refer  t r :  the ' r lar i f i r . . ; t tc ln ' ;  i r ;sLted vrr ie  i . loard 's  le t ter  of  even number daterr  1\  { )7)o1l  on the lubiect
men t roned ; )bove

7 ] . I h t . r n ; l t t e r | t ; l s b e e n r e i ] X . ) n 1 | n t ' ] . J . ] | l { : ; 1 ' s . ; e € ] n t h a 1 t h e i P l ' i - i . ; s p e c i f r c a | | i , r ' i ; v t l r c r J b y t h e d e f i n i t i i r l o f t | l t l

l e le r r .omml l r r i r -a t ion  serv ic ( '  g i r , 'en  i r l  r : l ; ;us t r  55  i109a( iv ) ]  o f  the  F inance Ac t ,  i r l9 .4  As  pe t "  t i r t t  sa id  secr ron  the . ;e
serv t r :es  a re  tax ; rb lc  on ly  wher t l  5 l t r . rv t r le t r l  t l y , r  p r t rson  who has  beer r  J l , ran ter t . i  l i c . r ,nce  i rnder  t ! . re  f i rs l  r ; rovr . ;6  i6
s u b - : ; o c t i o n ( 1 ) r ; i s t ' c t i o n 4 o f  t h e l n d i a r r  l e l e g r a p h A c l ,  1 9 8 5 .  l t i s o n l y b e c a L r s e l h e f o r e i g r r t e i e c o m s s r v i ( . c
pr t l v ider  ca i lno t  cons t i t i . r te  a  te legraph aUf l ro i l tV  unr je r  an  Ind ian  law tha t  Lhcv  re r rJ in  ou ts ic je  th r :  iaxab i l i t v
cla t  t  sc of f  fr  o I  r , :  I  er:ctrrr m u r r i l : ; l t i  o n srl  r .vi  t .e.

l i .  There f r l r t l ,  i i t i ' v iew take l  i l  L l re  s . r i cJ  le t ie r  tha l  what  o rherwrsc l  ( .ons t r t r . t to \  n
wou lc i  an tor tn I  io  " i lus iness . i l . tp fJ ( ) r l  re rv i r :e '  i s  e , r roneous,

" 1 eit ' r  onrrn l l rr  icat ion sc.rvice:

4  Ihe  r : la r i f i t , ) t to t )  t ssue( l  r r rc le  lh r : , rbove rnen l ioner , .  le t te r  s l , t r r r l s  r { )a r { .c lec l  , r i  c i t r r_ . t ing ly

Deepankar  Aron
Di rec tor  {Serv ice  Tax}

CBEC,  t r lew De lh i


