POINT OF TAXATION
3.1   INTRODUCTION
Point of taxation means the point in time when a service shall be deemed to have been provided. Point of Taxation Rules, 2011 determine the point of taxation.
As per these rules, point of taxation is –
· the time when the invoice for the service provided or agreed to be provided is issued;
· if invoice is not issued within prescribed time period (30 days except for specified financial sector where it is 45 days) of completion of provision of service , then the date of completion of service;
· the date of receipt of payment where payment is received before issuance of invoice or completion of service.
Therefore, liability to pay service tax will arise on issuance of invoice or date of completion of service if invoice is not issued within prescribed period of completion or on receipt of payment, whichever is earlier.

3.2. DETERMINATION OF POINT OF TAXATION-GENERAL RULE [RULE 3]
For the purposes of these rules, unless otherwise provided, ‘point of taxation’ shall be -
(a) the time when the invoice for the service provided/ agreed to be provided is issued.

However, in case the invoice is not issued within the time period specified in rule 4A of the Service Tax Rules, 1994 (30 or 45 days, as the case may be) of the completion of the provision of the service, the point of taxation shall be date of such completion.

(b) in a case, where the person providing the service, receives a payment before the time specified in clause (a), the time, when he receives such payment, to the extent of such payment.

For the purposes of clauses (a) and (b), -
(i) in case of continuous supply of service where the provision of the whole or part of the service is determined periodically on the completion of an event in terms of a contract, which requires the receiver of service to make any payment to service provider, the date of completion of each such event as specified in the contract shall be deemed to be the date of completion of provision of service;
(ii) wherever the provider of taxable service receives a payment up to Rs 1,000 in excess of the amount indicated in the invoice, the point of taxation to the extent of such excess amount, at the option of the provider of taxable service, shall be determined in accordance with the provisions of clause (a) [Proviso to rule 3].
Point of taxation in case of advance received by service provider
For the purpose of this rule, wherever any advance by whatever name known, is received by the service provider towards the provision of taxable service, the point of taxation shall be the date of receipt of each such advance.
	Sl No
	In Case
	Point of taxation would be

	1
	the   invoice   is   issued   within   the prescribed period of 30 days* from the date  of  completion  of  provision  of service
	(a) Date of invoice
         or
(b) Date of payment
whichever is earlier

	2
	the  invoice  is  not  issued  within  the prescribed period of 30 days* from the date  of  completion  of  provision  of service
	(c) Date of completion of service
         or
(d) Date of payment
whichever is earlier


	Case
	In case where
	Point of Taxation

	I
	Invoice is issued within 30 days* from the completion   of   service   and   payment   is received after invoice
	Date of invoice

	II
	Invoice is issued within  30 days* from the completion   of   service,   but   payment   is received before invoice
	Date on which payment is received.

	III
	Invoice is not issued within 30 days frm the completion of Service   and   payment   is received after completion of service
	Date of completion of service

	IV
	Invoice is not issued within 30 days* from the completion   of   service.   However,   part payment is received before the completion of service and remaining payment is received after the completion of service.
	FOR THE PYMNT  RECEIVED
	POT    IS

	
	
	Before the date of completion of service
	The   date   on which payment is received.

	
	
	after the date of completion of service
	The date of completion of service


*45 days in case of in case of banking and other financial institutions including NBFCs.
(i) Date of completion of service in cases other than continuous supply of services :

CBEC vide Circular No. 144/13/2011- ST dated 18.07.2011 has clarified that the test for the determination whether a service has been completed would be the completion of all the related activities that place the service provider in a situation to be able to issue an invoice.. However, it has been clarified that such activities do not include flimsy or irrelevant grounds for delay in issuance of invoice.
(ii) Date of completion of service in case of continuous supply of services: The Board has elucidated that the above interpretation also applies to determination of the date of completion of provision of service in case of “continuous supply of service”.
Further, in case of continuous supply of service where the provision of the whole or part of the service is determined periodically on the completion of an event in terms of a contract, which requires the receiver of service to make any payment to service provider, the date of completion of each such event as specified in the contract shall be deemed to be the date of completion of provision of service.
Point of taxation in case where payment upto ` 1,000 received in excess of the invoiced amount: Wherever the provider of taxable service receives a payment up to ` 1,000 in excess of the amount indicated in the invoice, the point of taxation to the extent of such excess amount, at the option of the provider of taxable service, shall be determined on the basis of invoice or completion of service, as the case may be, rather than payment.
Purpose of the aforesaid provision:-As a measure of added facilitation, an option has been provided to determine the point of taxation in respect of small advances up to ` 1000, in excess of the amount indicated in the invoice, on the basis of invoice or completion of service rather than payment. Such provision is expected to address the accounting problems faced by service providers in telecommunications, credit card businesses who regularly receive minor excess payments from their customers.
3.3 Determination of point of taxation in case of change in effective rate of tax [Rule 4]
Notwithstanding anything contained in rule 3, the point of taxation in cases where there is a change in effective rate of tax in respect of a service, shall be determined in the manner laid down in the following table namely:-

	In case a taxable service has been provided
	Invoice has been
issued
	Payment received for the invoice
	point of taxation shall be

	(i) BEFORE the change in effective rate of tax.
	AFTER the change in effective rate of tax
	AFTER the change in effective rate of tax
	(a) Date of  issuance of Invoice
or

(b) date of receipt of payment

Whichever is earlier

	
	PRIOR to the change in effective rate of tax
	AFTER the change in effective rate of tax
	Date of  issuance of Invoice



	
	AFTER the change in effective rate of tax
	PRIOR to the change in effective rate of tax
	Date of receipt of payment



	(ii) AFTER the change in effective rate of tax.
	PRIOR to the change in effective rate of tax
	AFTER the change in effective rate of tax
	Date of receipt of payment



	
	PRIOR to the change in effective rate of tax
	PRIOR to the change in effective rate of tax
	(c) Date of  issuance of Invoice

or

(d) date of receipt of payment

Whichever is earlier

	
	AFTER the change in effective rate of tax
	PRIOR to the change in effective rate of tax
	Date of  issuance of Invoice




3.4
PAYMENT OF TAX IN CASES OF NEW SERVICES [RULE 5]
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; (even if the service is provided after the same has become taxable)
(b) no tax shall be payable if the payment has been received before the service becomes taxable and invoice has been issued within 14 days of the date when the service is taxed for the first time.

3.5 Determination of point of taxation in case of person liable to pay service tax under reverse charge or in case of associated enterprises [Rule 7]
(i) Point of taxation in case of services taxed under reverse charge mechanism 1: In respect of the persons liable to pay service tax under reverse charge mechanism, the point of taxation shall be the date on which payment is made subject to the condition that the payment is made within a period of three months of the date of invoice.
In  other  words,  point  of  taxation  in  respect  of services taxed under reverse charge will be the payment date or the first day that occurs  immediately  after  a  period  of  three  months  from  the  date  of  invoice, whichever is earlier.
(ii) Point of taxation in case of import of services by “associated enterprises” In case of “associated enterprises”, where the person providing the service is located outside India, the point of taxation shall be:-
(a) the date of debit in the books of account of the person receiving the service or
(b) date of making the payment whichever is earlier.
3.6 Determination of point of taxation in case of copyrights, etc. [Rule 8]
Rule 8 applies where in case of royalties and payments pertaining to copyrights, trademarks, designs or patents, the whole amount of the consideration for the provision of service is not ascertainable at the time when service was performed In such a case, the service shall be treated as having been provided each time when: -
(a) a payment in respect of such use/benefit is received by the provider in respect thereof or
(b) an invoice is issued by the provider whichever is earlier.
3.7
Determination of point of taxation in other cases [Rule 8A]
Rule 8A is the residual rule to determine the point of taxation by way of best judgment to handle situations where the tax-payer is unable to furnish one or more of the details needed i.e. date of payment or date of invoice or both to determine point of taxation. 
