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Dear Professional Colleague,

Video Presentation: Reverse Charge - POT & KrishiKalyan Cess

The Central Government vide Notification No. 21/2016-ST dated March 30, 2016, has
amended Rule 7 of the Point of Taxation Rules, 2011 (“the POTR”) by inserting a proviso
after the second proviso, in order to provide Point of Taxation (“POT”), where there is
change in the liability or extent of liability of Service tax to be paid by Service Receiver under
Reverse Charge in case service has been provided and the invoice issued before the date of
such change, but payment has not been made as on such date, as follows:

“Provided also that where there is change in the liability or extent of liability of a person
required to pay tax as recipient of service notified under sub-section (2) of section 68 of the
Act, in case service has been provided and the invoice issued before the date of such change,

but payment has not been made as on such date, the point of taxation shall be the date of

issuance of invoice.”.

The above inserted proviso is an exception to the general POT under Reverse Charge i.e.
date of payment provided payment is made within 3 months from date of invoice,
otherwise date immediately following the end of said 3 months from date of invoice would
be POT.

Further, this newly inserted proviso provides for POT where there is change in the liability or
extent of liability of Service tax to be paid by Service Receiver under Reverse Charge
because of changes in abatement rate, composition rate, change in rate of Service tax,
applicability of any new levy like KrishiKalyan Cess w.e.f June 1, 2016 etc.

The POTR is duly amended/ clarified by following Notifications as on date.

Notification No. Particulars

Notification No. 21/2016- | Third Proviso inserted in Rule 7 to determine POT where
ST dated March 30,2016 | there is change in the liability or extent of liability of Service
tax to be paid by Service Receiver under Reverse Charge.

Notification No. 10/2016- | Section 67A of the Finance Act, 1994 (“the Finance Act”) is
ST dated March 01, 2016 | proposed to be amended to obtain specific rule making
powers in respect of the POTR. (Corresponding amendments
carried out in the POTR, which would come into force w.e.f.
the date of enactment of the Finance Bill, 2016).
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Rule 5 of the POTR applies for payment of tax in cases of new
services.

Further, Rule 5 of the POTR provides that:
“Where a service is taxed for the first time, then, -

(a) no tax shall be payable to the extent the invoice has been
issued and the payment received against such invoice before
such service became taxable;

(b) no tax shall be payable if the payment has been received
before the service becomes taxable and invoice has been
issued within fourteen days of the date when the service is
taxed for the first time.

Explanation 1.- This rule shall apply mutatis mutandis in case

of new levy on services.

Explanation 2.- New levy or tax shall be payable on all the
cases other than specified above.”

D.O.F. No. 334/8/2016-
TRU dated February 29,
2016

Para No. 12 of the TRU letter provides that the POTR will take
care for POT in case of any doubt about the applicability of
Service tax rate or apparent contradiction between Section
67A of the Finance Act and the POTR.The consequent
modifications have been made in the POTR, which came into
effect from March 1, 2016, as follows;

Explanation is being inserted, supra, in Rule 5 stating that the
same is applicable in case of new levy of services.

Another Explanation is being inserted in Rule 5 stating that in
situations other than those specified where new levy or tax is
not payable, the new levy or tax shall be payable.

Now, in order to provide complete understanding of the above discussed provisions and

corresponding changes brought vide mentioned Notifications, Mr. Bimal Jain has recorded a

video presentation titled “Reverse Charge - POT & applicability of KrishiKalyan Cess”, for

easy digest. The video also captures the important changes with practical illustrations in PPT

format, facilitating ease of understanding.
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You may watch the video presentation by clicking on the link below:

https://www.youtube.com/watch?v=NU5_2iAMy3g

Reverse Charge - F;OT & applicability of Krishi Kalyan Cess

-

20052016 25052016 04.06.2016 Rule 5(a) of KKC applicable
POT Rules

20052016 25.05.2016 04.062016 Rule7of POT shall be
POT Rules  DOL: KKC not
applicable

) 11:21/11:30

To access our earlier Video Presentation, please click the link below:

Video Presentation:Changes in Cenvat Credit Rules, 2004 vide Union Budget 2016

https://www.youtube.com/watch?v=8AfMeePYm-M

Video Presentation: ‘Any services’ provided by Government or Local authority to a
Business Entity chargeable to ST under Reverse Charge w.e.f. April 1, 2016

https://www.youtube.com/watch?v=ABOLpVkuoUY

Hope the information will assist you in your Professional endeavours. In case of any query/
information, please do not hesitate to write back to us.

Thanks & Best Regards

Bimal Jain

FCA, FCS, LLB, B.Com (Hons)
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Author of a book on Goods and Services Tax, titled, "GOODS AND SERVICES TAX -
INTRODUCTION AND WAY FORWARD" (1% Edition)

A2Z TAXCORP LLP
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Delhi:
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Chandigarh:
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Web: www.a2ztaxcorp.com

LinkedIn: https://in.linkedin.com/pub/bimal-jain/14/601/4b4

Face book:facebook.com/bimal.jain.90

Twitter: https://twitter.com/JainTax
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We can now also be contacted at below mentioned address:

Bengaluru Office:

Adarsh Residency, Block F, 4th
(F404) 47th Cross,
Jayngar 8™ Block,

Floor,

Bengaluru, Karnataka-560070

Email: bengaluru@a?2ztaxcorp

.com

Kolkata Office

10 Bow Street, 2" Floor,
Near Central Metro Station,
Motor

Besides Calcutta

Dealers Association,

Kolkata, @ West

700012

Bengal-

Email: kolkata@a2ztaxcorp.

com

Dhanbad Office:

2nd
Complex,

Floor, Shree Laxmi

Dhanbad, Jharkhand- 826001

Email: dhanbad@a2ztaxcorp.

com

Disclaimer: The contents of this document are solely for informational purpose. It does not

constitute professional advice or recommendation of firm. Neither the authors nor firm and

its affiliates accepts any liabilities for any loss or damage of any kind arising out of any

information in this document nor for any actions taken in reliance thereon.

Readers are advised to consult the professional for understanding applicability of this

newsletter in the respective scenarios. While due care has been taken in preparing this

document, the existence of mistakes and omissions herein is not ruled out. No part of this

document should be distributed or copied (except for personal, non-commercial use) without

our written permission.
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