the composite services their essential character cannot be
followed, the final principle would merit attention and that is
classification under the sub clause which appears first in the
list of sub clauses under Section 65(105) which equally merit
attention.

Though this sounds simple, issues are often faced by
service providers in classifying services as they are unable to
ascertain the true characteristics of the services they provide.
Many a time the problem is compounded by the fact that
service providers assign descriptions to their service which
may not be truly representing or depicting the essence of the
service in question. This is particularly true if one were to go
through agreements entered into by IT firms or by BPO firms.
Consequently, many of these firms have been found to wrongly
classify their services either resulting in additional liability on
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related etforts. A works contract is one which by nature 1s a
contract for perfo'ﬁnance of work for another also involving
transfer of property in goods during the course of execution
of such work. The transfer of property in goods would be by
accession during the progress of work on fusion to the
property of the customer. A works contract would have to be
distinguished from a contract for pure labour work where
either the materials would be supplied by the customer himself
or sold by the service providerpreceding commencement of
work.

~In other words the timing and manner of transfer of
property in goods would be relevant. This distinction is critical
as there is a separate category under service tax to tax specified
works contracts. Services provided under agreements which
cannot be construed as works contracts would have to be
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