THE REVERSE CHARGE MECHANISM
    The following cases are covered by reverse charge mechanism. In these case, service tax is      payable (in some cases partly payable*) by the service receiver –
	 Nature of the service provided (or to be provided)
	Percentage of service tax payable by the person providing service
	Percentage of service tax payable by the person receiving service

	1. Service by an insurance agent to any person carrying on insurance business.
2. Services by a goods transport in respect of transportation of goods by road (when person liable to pay freight is a factory, society, co-operative society, dealer of excisable goods, body corporate, firm or AOP and the person liable to pay freight is located in a taxable territory)
3. Sponsorship service to a body corporate or firm located in India
4. Service by an arbitral tribunal to any business entity located in taxable territory
5. Legal service by an individual advocate or a firm of advocates by way of legal services to any business entity located in taxable territory
5A. Service by a director of a company to the said company (applicable only where employer employee relationship is not there between director and company)
6. Support services provided by Government or local authority [excluding renting of immovable property and services specified in section 66D(a)(i)/(ii)/(iii)] to any business entity located in a taxable territory
7. (a). Renting of a motor vehicle designed to carry passengers on abated value to any person who is not engaged in a similar line of business (provided by an individual, HUF, Firm, AOP located in a taxable territory to a body corporate located in taxable territory)
(b)*. Renting of a motor vehicle designed to carry passengers on non abated value to any person who is not engaged in a similar line of business (provided by an individual, HUF, Firm, AOP located in a taxable territory to a body corporate located in taxable territory)
8. *Supply of manpower for any purpose or security services (provided by an individual, HUF, Firm, AOP located in a taxable territory to a body corporate located in taxable territory) 
9. *Services portion in execution of work contract (provided by an individual, HUF, Firm, AOP located in a taxable territory to a body corporate located in taxable territory)
10. Services provided by an person located in a non-taxable territory to a person situated in taxable territory
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           Notes – The following points should also be noted-
1. Person liable to pay freight and located in a taxable territory is deemed as recipient of service      
           in case of GTA service
2. Option of choosing valuation method in case of works contract- Tax service recipient has the  
           option of choosing the valuation method as per his/its choice independently. It may be 
           different from the valuation method adopted by the service provider of service.
3. Cases not covered by the above table- In those cases which are not covered by the above 
           table, the service provider is responsible for payment of service tax.
4. Status of service provider and recipient- In case no 7, 8 and 9  above reverse charge will be applicable only if the service provider is an individual, HUF, Firm or AOP and the service recipient should be a body corporate and both of them should be located in taxable territory. If service provider is company, the reverse charge mechanism is not applicable and, consequently, service provider will be responsible for payment of service tax.
5. Invoice issued by service provider – If reverse charge mechanism is applicable, the invoice  
           issued by service provider should include only that portion of service tax which is to be paid by 
           service provider.
6. If a case is covered by Reverse charge mechanism exemption of Rs 1000000.00 will not 
           available to the service receiver.
7.  Tax credit of input service to the recipient of service- Amount paid by challan here is available as Cenvat Credit to the service recipient because it is input service for him. It may be noted here that the amount payable by him could not be adjusted against the Cenvat Credit already available with him.
8. Point of taxation in the case of reserve charge mechanism in the case of service recipient is 
           the date of payment. 
9. Abatement and reverse charge mechanism –The liability of the service provider and service 
           recipient are different and independent of each other. The service recipient can independently  
           decide to avail .



