Chapter 2: Reverse Charge Mechanism & ECO

Sec 9(3) C65T/S6ST, Sec 5(3) IGST Act: Sec 9(4) C6ST Act, Sec 5(4) IGST Act): Sec 9(5) of C6ST/SGST Act , Sec 5(5) of IGST Act: Liability of ECO
> APP""?—.S to specified goods or -‘ferViC@S by Govt. || o Relates to specified goods or services by Govt. from URP to || If thereisintra-state or inter-sate supply of notified services through ECO,
= Recipient of the supply is liable fo pay tax  gpecified class of registered recipient. O the tax on such supply shall be paid by ECO &
directly. ° Tax liability falls onregistered recipients. 2 All provisions of act shall apply to that ECO as if he is the person liable to pay tax in relation to such supply.
Sec 9(4) 100% tax liabilit
M Value of Inputs and Input services purchase from registered Promotor Proviso| If ECO is not having physical presence in [I_.\ Person liable to pay tax = Person representing
Construction supplier is less than 80% by Promoter taxable territory:- | ECOintaxable territory for any purpose.
In case of Cement supplied by unregistered person to : : :
Procrr(\]o‘(rae?* eme ppitec by g P Promotor S If ECO is not having physical presence as [ Person liable to pay tax = Person shall be appointed
In case of Capital Goods supplied by unregistered person to Promotor well as representative in faxable ferritory:- by ECO in taxable territory for paying tax.
Promoter

. Definition u/s 2(45):- Electronic Commerce Operator (ECO) means any person who owns, operates or manages
Reverse Char‘ge Mechanism Under sec 9(3) digital or electronic facility or platform for electronic commerce.

Transport Sector

Sec 9(5) : Liability of ECO for Notifies Services

1. GTA
o . ) | |
Option 1 GTA Service (Transportation of goods by road) Option 2 Entry (a)/(d) Entry (b)/(<)
! | | | R
If GTA does not opt to pay If 6GTA opt to pay tax I | (b) Accommodation in Hotel,
tax under forward charge under forward charge. Entry (a) Entry (d) inn etc
] ‘ Passanger transport Restaurant service other (c) Housekeeping by way of
1) Take Reg. und service b i imi plumbing etc.
GST is payable by recipient ©5% ) 2 seT eg. under Y | than specified primises
subject to following conditions Cab or other motor vehicle i ‘
| 2) Pay 6ST | | | Whenever service ‘
- With ITC = 12% Cab or other motor Omnibus is provided through If lier is not
If transportation of If Transportation of goods -Without ITC = 5% vehicle | | ECO, Eco is laible o | bslup];: ier is .n: y
goods service supplied service is supplied by G6TA 3) Issue Tax Invoice | If supplier is pay tax ia de :;r's _r"-egls ration
by GTA to R.P. under to URP | with declaration of Whenever such  other than : under
. . Exception:
esT l | Forward charge service supplied company & If rest ti i
_ . o through ECO. : : restaurant is If ab :
RCM is applicable & If URP is following If Recipient is not Note:- If GTA Ecrgug .E supplied services cated i ) fa -ove services
A _ . o . is liable fo  through ECO ocated in suc supplied through ECO,
Recipient i.e. R.P is notified person falling in notified service supplied to pay tax specified premises o
liable to pay tax 1) factory, 2) Society  category e.g. Individual URP other than If supplier is . then Eco is liable to
Co-Soci ) v a company (where room rent is pay tax
Exception : 3) Co-Society HUF/Trust (URP) etc. notified Person ECO is liable to more than 37500)
. 4) Body corporate ) é = Exempt pay tax o e |
If GTA service is 5) P.F./LLP/AOP Service Exempted P Supplier is liable  then supplier If supplier is liable
supplied to Govt./LA/ 6) CTP The Question FCM/ to pay tax (restaurant) is for registration under
Govt. Agencies who l RCM does not arise (evert 1'h.ough liable to pay tax GST
service is :
has taken reg. under RCM is applicable & above Note: Once a GTA opts to pay supplied through If above services
6ST only for TDS notified person‘is liable to pay tax GST under FC in a FY, it will ECO) services supplied
= no FCM & RCM Note:- Also such Un. Reg. notified continue unless a declaration to \__\/_/ through ECO, then
erson need to take compulsor switch to RCM is filed in th ier is li
P P Y " 0 o med ¢ In above cases, ECO (other than exceptions) is liable to pay supplier is liable
Reg u/s 24 for Payment of Tax 4th quarter of PFY. to pay tax & not ECO

tax, irrespective of fact that supplier is registered or not. O



Legal Sector Analysis: - Supply of service by Govt or Local Authority
B egoserves

Legal Services

. . . . | | |
Legal Services provided|by|an individual / senior /firm of advocates|| Any business entity located in the taxable Part I (Entry 5) Part II Part III
[fd business entity|directly or indirectly. territory All services (Other than (Exemption to Entry 5) (Exemption to Entry 5 & 5A)
Explanation.- "legal service" means any service provided in relation fo advice, consultancy or assistance in any | |covered in part IT & Part| |Following services supplied by Renting of Immovable Property
branch of law, inany manner and includes representational services before any court, tribunal or authority.". IIT) supplied to business| |Govt./LA |
. i . | |
ls: - - - — . - entityinaTT 1) l]):eg‘r. o; Plos‘r & ministry of By Govt./ LA (Other By Indian
IT all Tolilowing conditions Forwar arge IT any o e . ndian Railway than Indian Railwa .
are fl.llfl"ed cond'’s Of RCM not fUlfllled Exemp‘hons [NO FC / RCM] 2) Services in relation to Y) Rallway
1)Only if legal services All other services supplied by - | Vessel/Aircraft at port or |
supplied by advocate Advocate RCM is applicable & airport | | F C i s
2)Services must be supplied by Legal services supplied by business entity (recipient)| |3) Transport of goods or . ) Y
o . - l bl
Individual Advocate/Senior 2 CA/CS/CMA or other consultant is liable fo pay tax Passenger transport service f service 1S Lf service SPPIIEEE =
Advocate or firm of Advocate (Subject to exemption) | supplied toRP | |supplied ftof|(irrespective
3) Service is supplied to - if legal Services supplied to (refer exemptionchapter)| [F ¢ i licable & Govt URP(B.E.) wh 'e.T h er
business entity S If service supplied by Adv to /L.A' 'S GPF:_'CG 'el' blov ‘ | recipient is
other than B.E. - Exempt (supplier) is liable to | [ RcM is applicable || F.C. is applicable | RP/URP).
4) B.E. (Recipient) is located If B.E. is located in NTT ) payment of tax & RP is liable to||& Govt./LA is
in taxable territory (Subject to ZRS) pay tax liable to pay tax.
IEEFN Arbitral Tribunal 1 : . . Renting of Residential Dwelling and Commercial Property
Services by| Arbitral Tribunal [fo business entity in a TT | Any business entity located in the TT

Un-organised to Organised Service Sector Any Registered Person

4. Sponsorship
Sponsorship’ Service [by any person [fg

any body corporate or par‘tnership‘
firm located in TT.

Such body corporate or
Partnership Firm located ina TT.

Analysisi=

REM if all following conditions are fulfilled E%rl'\:,c:\rjr izﬂfr;ﬂ(:dlf any of the cond's of C(cglsfruc:"tié)’ﬁ """"" Transfer of development rights or Floor Space Index (FSI)|by any person| Promotor
SI efc. . i :

1) It is applicable only for sponsorship service 1) Advertising/ Marketing services for construction of a project

2) Supplier-Any person N Long term lease of land (30 years or more)|by|any person|fe| promotor|against | promotor

consideration in the form of upfront amount for construction of a project

3) Recipient-RCM is applicable only if recipient 3) If recipient is any person other than body P e

is body corporate / P.F. corporate/ P.F. e. g. Individual /HUF/Trust etc. L3 Director of company

4) Recipient-Body corporate or P.F. must be 4) If Recipient in non taxable territory Services|by director of a company or to| the said company or \Such company or body
in TT (Subject to ZRS) body corporate body corporate corporate

Government Service Sector

Director servic? to Company/B.C

5. | |
Any Services provided bﬁ Government or Local authority \‘to\business entity \ other than Any business entity ?:: Td}::e:f:rszro: '::\ sler-\:;i + Other services by the directors
@ renting of immovable property/ @) Service by Department of Post & Ministry of located in the (where :'Drs iso de du?: 'roey q . . o _
Railways (Indian Railways); @)Service inrelation to Aircraft, Vessel inside / outside taxable territory v;s 192 of I.T. Act) If f°f' directors service If service |s.pr'owded by
precincts of port/airport. (@) transportation of goods or passengers . T TDS is deducted u/s194J director in his personal
of I.T. Act capacity e.g. Renting of
5A. Non treated as supply as l I.P.to Co.
Renting of immovable property by C6 [excluding Ministry of Railways to any RP || Any r‘egisteredg r‘e" para-1 f’f si‘hRICII GST is payable & under F.C. is applicable &
(Indian Railways)], S6,UT or LA person | d:::eng:e:::: of RCM RCMthe Co./B.C. is director is liable to

Liable to pay tax pay tax[CBIC Clarification] O



Circular No.:- 201/13/2023 9A. Copyright relating to literary

9 Services supplied by director o company or body corporate in his private or personal capacity such as
renting of immovable property are not taxable under RCM. i K h blish
2 But if supplied by director as or in capacity of director, it is taxable under RCM. iterary work by an author [fg publisher

Insurance & Banking Service Sector Copyright Services

Transfer or permitting use or enjoyment of a copyright relating to original | A Publisher located in the
taxable territory

7. Insurance agent | |
Service by an Insurance Agent [fd a person carrying insurance| Insurer carrying life or general
business|located in taxable territory insurance business. Entry 9 Entry 9A
Analysis: - . . :
4 - - - - - P Service ini
RCM if all following conditions are fulfilled Forward Charge ifany of the cond's of RCM iuzpl'?r Recipient Supplier Original Recipient
not fulfilled G - : literacy  Publisher in TT
Composer Seryice Music Author K |
1) Only if service supplied by Insurance Other suppliers like actuary etfc. supplies services Comban wor
> Photographer | pany \ . der RCM publish
Agent to Insurance Company to Insurance company : » Original Prod inTT Under RCM publisher
> Artist . roaucer is liable + tax
2) Insurance Agent is licensed under Insurance Agent is not licensed under © Dramafuc or like 's lable o|pay a
Insurance Act. Insurance Act J 2 Musical But
------------------------------------------------------------------------------------------------------------------------------------------------------------------------- 2 Artistic , , — ,
Insurance Agent & Insurer Under RCM Supplier can shift the liability under F.C. subject to
et following conditions:
recipient is
Govt. esT. 1600, GST Under RCM Statement of Insurance Co. for l ablz to pay 1) Author has taken RegistrationinGST
Ho000 X Inward Supply Outward | @ST Payable tax 2) he has filed declaration to commissioner
Service Provided Insurer GST = > For payment to tax under F.C.
to Insurer ! 18000 Outward Tax 18,000 » Compliance of all provisions of thisact
[Ins.co.] | Less: ITC (1800) : ionwithi :
S 900 LIc  GIc — . _ bl > not reversing the optionwithina period of 1year
5e\00 7 s bremium 1.00.000 Outward Tax 16,200 Note: - Option of F.C. not available 3) He will make declaration ininvoice (Invoice - 01)
- ot ‘ 6ST@18% 18,000 Tax Under RCM 1,800
T/CG/IS g & 10. Members of Overseeing committee
AN Net Payable 18,000 , , ; — :
Customer Supply of Service|by| Members of Overseeing committee to Reserve Bank of India = Reserve Bank of India
gnsurtance policy Holder (RBI) . (RBI)
gen
8. Recovery agent 11 A banki
Services |by|any recovery agent|fd a banking company,Financial| Such banking company, Financial . __ Individual Direct Selling Agents (DSAs) ' a banking company or a anking company or a
— ony —— i : SECOmpCI | SHiEn banking company. Tindnela Services ;iher than a body corporate, partnership | NBFC 9 compatly NBFC, located in the
| Institution or NBFC|in a taxable territory. institution or NBFC in TT or LLP taxable territory.
Copyright Service Sector Analysis: -
: : RCM if all following conditions are fulfilled Forward Charge if any of the cond’'s of RCM
9. Copyright service not fulfilled
transfer or permitting use or enjoyment of a copyright | Music company, producer or the like, located | |1) RCM is applicable only if services is If service is supplied by body corporate,
relating to Original, dramatic, musical works inthe TT supplied by Individual DSA partnership Firm or LLP
|by| Music composer, Photographer, Artist
\to Music company, producer or the like 2) Recipient is banking or NBFC If recipient is © Financial institution or
yTvr 2 any other person
nalysis: -
) . " . . 3) Recipient is located in taxable territor If recipient is located in non- taxable territor
RCM if all following conditions are fulfilled Forward Charge if any of the F Y e Y

cond’'s of RCM not fulfilled 12 ‘Business Facillator
1) Copyright relating to original dramatic artistic If it is not related to original work : e

or musical work Services supplied |by| Business Facilitator [tg A banking company| located in the | Banking company located in
2) Supplier - music composer, photographer or artist In case of other supplier taxable territory. §T°x°b|e Territory '
3) recipient should be music company,producer or like In case of other recipient

4) Recipient in TT If recipient in NTT (Suject to ZRS) @




Analsis - (Businss facilao to Bank) . Analysis: - Motor Vehicle
RCM if all following conditions Forward Charge if any of the cond's Exemptions | v |

are fUIfi"ed Of RCM not fUIfi"ed Renﬁng of Goods frqnspopfed service POSSC"QCP

1) RCM is applicable only if 1) If supplier is business facilitator to a Motor v$hicle(M.V.) by road [Refer Entry 1] transport fervnces

banking company with
respect to accounts in its
rural area branch

2 Business correspondent or < other
Forward Charge

2) If service is supplied to others like
Insurance company, FI or NBFC etc.

supplier is Business facilitator
2) Recipient is banking company

v
Renting of M.V. designed to transport

|
Renting of M.V. designed
goods [e.g. truck /tractor etc.]

to carry passenger

applicable & business
correspondent is liable
to pay tax

’ Agent \

14 Security Services
Supply Security | Any person | 1, 4 registered person RP located in
services (as a 1'her‘ than a Taxable Territory

only [e.g. car/bus/auto etc.] ) ]
3) Recipient is located in TT 3) Banking company located in NTT | Forward Charge is applicable
» v |
13. Agent of Business Correspondent _ » cost of fuel is included Cost of fuel not included in a consideration
: i ! 7 . Business correspondent in a consideratio
Services supplied|by| An.agem‘ of Business C.orresponden'r (BC)[td A business located in TT h acon ration Forward charge is applicable
correspondent| located in the taxable territory | : Becio
i S e le Supplier of service ecipient
Services BF/BC . >’ 6STN ‘ o t..md.er' RCM bﬂl’lk Any person other than body Cor-por-afe F Any bOdy cor‘por‘a'l'e in taxable 'l'er‘r‘i‘l'or‘y
is liable to pay
% 6STunder [ RCM Banking . ' — _
: RCM US""‘?—SS Services Company If above both conditions are fulfilled If above both conditions are not fulfilled
; ) facilitator |
“RCM [ Business T RCM i licabl ipient i F d ch i licabl
Services| Correspondent Services  Formard charge is M is applicable & recipient i.e orward charge is applicable
body corporate is liable to pay tax

Circular No.:- 177/09/2022

security personnel) | body corporate’

=ikl [nfollowing céses F.C. isapplicable, if security services are supplied to
l)QCG/SG/UT/LA departrT\ents registered only for deducting TDS u/s 51
< Governmental agencies
i) a RP paying tax under composition scheme.

Renting of Motor where the renter defines how and when the vehicles will be operated, |[RCM Applicable
Vehicle determining schedules, routes and other operational considerations.
Passgnger' Transport| passenger transport services over pre-determined routes on pre- |FCM Applicable
Service determined schedules.
Other Service Sector
16. Lending of security

Borrower i.e. a person who borrows the
securities

Lending of securities by lender|to| borrower

. Analysis: -
| RCM if all following conditions are fulfilled Forward Charge if any of the cond's of

RCM not fulfilled

If security service supplied by other ways
e.g. dog sniffer, CCTV investigation etc.

| 1) Service is supplied only by way of supply
of security personal

2) Supplier is any person other than body
corporate

If Supplier is body Corporate

17. Import service

| Any person located in taxable territory

Any service supplied |by| Any person from a non taxable

territory [td Any person|other than non taxable online

recipient (NTOR)

If recipient is 2 URP or 2 RP but C6, SG, LA

3) Recipient is registered person under GST
and etc. registered only for TDS 2 RP u/s 10

Sec 2(16):- NTOR means any unregistered person receiving online information and database access or

retrieval services located in taxable territory.
Explanation:— "unregistered person" includes a person registered solely to deduct TDS u/s 51.

15. Renting of motor vehicle
Liability

i
Renting of any m icle any person‘other than body corporate Any body Any body
designed to carry passengers (does not issue an invoice charging corporate corporate located
where the cost of fuel is included C6ST @ 6 % and SGST 6% to the in Taxable
in the consideration charged . service recipient) Territory

®




Goods and services notified under reverse charge mechanism under section 9(3) of the C6S

Payment under reverse Charge (Mechanism)

Act/ section 5(3) of the IGST Act are as follows: F :
6ST = 18,000 or this tax
Liability under RCM for Supply of Goods (N/N 4/2017 Central Tax(Rate)) payable under RCM [ Under RCM
Description Supplier Recipient (Liable to Pay Tax) ITC cannot be
: : It is payable utilised
Cashew nuts, not shelled or peeled Agriculturist Any RP only in cash
Bidi Wrapper leaves (tendu) Agriculturist Any RP Mr. A - Mr. B
: . Subbli [Notified under RCM] Recipient
Tobacco leaves Agriculturist Any RP tpprier Goods / | =ctplen Invoice
O d a
Essen‘ria! oils. excluding citrus oils I.ike Inward - % Services - Oufwarc{ Value 2,00,000
Peppermint oil, Spearmint, Water mint, Any URP Any RP Supply 3 supply |6ST 36 000
horsemint efc. i Tax Invoice @ 18%
: tob de b li
Silk yarn A person who mgkes sul_k Any RP Invoice i,;lu:ma = ylsggpégé E-Credit Ledger
yarn from raw silk or silk Value 50,000 6ST® 187 ' léOOO If Recipient URP | Gp Bal. 5000
for sale o °
cocoons . 6ST@18% 9,000 then Compulsory | ITC(rem) 18000 .
Raw cotton Agriculturist Any RP : RCM Payable v Reg. u/s 24 is req.| Mr.B-GSTR-3B
VB : Sec 17(3) : No ITC Calculation of 6ST Liability
Supply of lottery. 56, UTor LA Lottery distributor or selling agent. ofI/Cé/)IS ° 5 Normal Bill 1) Output Tax 36,000
: : : , Less : Op. Bal 000
Used vehicles, seized goods, old items and | ¢ excluding Indian Any RP gxclu5|ve|y used : Value 1,00,000 Taxsliljoice ];sjz ofOECN(\J 15000 23,000
scrap. Railways, SG,UTorLA in such supply Supplier i ~lex Invoice Net tax Liability 13,000
Private Sector Lending certificate (PSLC) which is under To be made by recipient|  2) Payment of
Any RP Any RP RCM (Without 6ST) for his records Tax Under RCM 18,000
Total GST payable 31,000
Metal Scrap Any URP Any RP (E-Cash Ledger)




