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SOMESH ARORA  

1. The department’s case is that the respondent was charging job-work 

charges in relation to the products involved, namely Dahi, Buttermilk and Ice-

cream, which were sold on a job-work basis. According to the department, the 

activities carried out by the respondent fall under the category of “Packaging, 

Cleaning Services” as defined under Section 65 and the relevant clauses of 

the Finance Act, 1994. On this basis, the department decided to issue a show 

cause notice dated 22.11.2017 proposing demand of service tax of 

Rs.1,49,41,951/- along with interest under Section 75 and penalty under 

Section 78, on the ground that the job-work charges pertained to activities 

which did not amount to manufacture and were therefore taxable under the 

Service Tax law. 

2. The said demand was contested by the respondent, who submitted that 

the job-work undertaken in respect of all three products was covered by the 
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relevant Chapter Notes, Section Notes and Tariff provisions under the Central 

Excise Act, and that the processes carried out by them amounted to 

manufacture. It was contended that once the activities are deemed to be 

manufacture under the Central Excise law, they fall outside the ambit of 

taxable services. Accordingly, the respondent submitted that the processes 

undertaken by way of job-work were manufacturing activities covered under 

Central Excise, and therefore no service tax could be demanded. 

3. Time was granted to the learned Authorised Representative to verify the 

position with respect to the relevant Chapter Notes and Section Notes under 

the Central Excise Tariff, particularly whether the activities of labelling or 

relabelling of containers and repacking from bulk packs to retail packs or the 

adoption of any other treatment to render the product marketable to the 

consumer, shall amount to “manufacture”. Upon detailed verification, the 

learned AR submitted that the relevant Chapter Notes were available, which 

specifically covered the products in question as well as the activities of 

packaging and repackaging. 

4. We have considered the rival submissions and examined the statutory 

position. We find that so long as the Central Excise Tariff, by virtue of the 

applicable Chapter Notes and Section Notes, treats the impugned activities as 

manufacture, the same would not fall within the ambit of Service Tax. In view 

of this settled position, the demand has been correctly been set aside by the 

Commissioner (Appeal). 

5. Accordingly, we uphold the order passed by the Commissioner (Appeals) 

and dismiss the appeal filed by the department. 

(Dictated and pronounced in the open court) 
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