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Payment of Deposit Insurance Premium — Service Tax
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At present, all the registered insured banks are
liable to pay to the Corporation deposit insurance
premium at the rate of 10 paise per annum for
every deposit of Rs.100 (i.e 0.10 % p.a) at half
yearly intervals. Recently, the Commissionerate of
Central Excise and Service Tax, LTU, Mumbai
have communicated that the deposit insurance
activity is liable to Service Tax with effect from May
1, 2006. The matter is under reference to
appropriate authorities and a final view in the
matter is expected to be taken soon.

2. This is for the advance information of the insured
banks that in case Service Tax is made applicable
on the deposit insurance premium, all the banks
may have to pay service tax, at a short notice, over
and above the premium being paid as per the
relevant rate.

3. However, this circular should not be construed
as an advice to pay service tax on premium.

Yours faithfully,

(s )

(J.K.Dash)
Dy. General Manager
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