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What is reverse chargWhat is reverse charg

Defination of RCM is given u/s 2(98

Reverse charge means "liability to 
goods or services or both instead o
services or both under sub‐sectionservices or both under sub section
or under sub‐section (3) or subsect
Integrated Goods and Services Tax 

In simple words, Reverse charge m
liable to pay tax instead of supplier

ge?ge?

8):

pay tax by the recipient of supply o
of the supplier of such goods or 
n (3) or sub‐section (4) of section 9,n (3) or sub section (4) of section 9, 
tion(4) of section 5 of the 
Act ".

means, where the recipient/ buyer is
r /seller.



Why reverse charge?Why reverse charge?

Th i t i b hi d thi l i tThe intension behind this rule is to
tax umbrella. It also aims to shifts t
individuals with limited resources t
resources.

E.g. ola service receiver and driver

??

b i i d t i t tho bring unorganised sector into the 
the burden of tax compliance from 
to large companies with enough g p g

s.



s person liable to payp p y
to get register under 
Y All h i d tYes. All persons who are required t
have to register for GST irrespectiv

section 24 casts a compulsion on tsection 24 casts a compulsion on t
under RCM to get registered.

y under RCM requirey q
GST?
t t d hto pay tax under reverse charge 
ve of the threshold limit.

he person liable to pay the taxhe person liable to pay the tax 



Types of reverse chayp
dealing with RCM:
T f hTypes of reverse charge:‐

A) on goods

)B) on services

Sections dealing with RCM.

Section 9(3) & 9(4) are the two‐im
hi h di b t thwhich discusses about the paymen

rge and sections g

portant provision/sections of GST 
t f t d h b int of tax under reverse charge basis



section 9(3) & sectio( )
As per section 9(3)‐

The reverse charges are applicable onThe reverse charges are applicable on
government has, after the recommen

So, this section operates only when th
services to be covered under RCM.

and it operate independent of sectio

h i ( ) f h iThe Section 9(4) of the CGST Act is re

"The central tax in respect of the supp
by a supplier who is not registered toby a supplier, who is not registered, to
such person on reverse charge basis a
this Act shall apply to such recipient a
t i l ti t th l f htax in relation to the supply of such g

on 9 (4)( )

nly on those transaction which thenly on those transaction which the 
ndation of council, has notified.

he government notifies certain goods/

on 9(4).

d b lproduce as below:

ply of taxable goods or services or both
o a registered person shall be paid byo a registered person shall be paid by 
as the recipient and all the provisions o
as if he is the person liable for paying t

d i b th"oods or services or both".



Section 9(4) continuSection 9(4)- continu
Supplier/seller Receipient/ 

Registered person Registered p

Registered person Unregistered

Unregistered person Unregistered

Unregistered person Registered p

ee
buyer RCM 

erson No

d person No

d person No

erson Yes. 



GST on Reverse Cha
applicable on all trans
Registered and UnregRegistered and Unreg

. There must be some supply of 
2 Supply must be of taxable good2. Supply must be of taxable good
3. The supplier of goods or servic
4. The recipient of goods or servicp g
person 14
Thus, to trigger the liability of reci
ax on reverse charge basis, all th

above must be
atisfied cumulativelyatisfied cumulatively.

arge basis is not 
saction between 
gistered person:gistered person:
goods or services
ds or servicesds or services

ces is an unregistered person
ces must be a registered g

ipient of goods or service to pay 
he four conditions specified 



erse charge on goods: (
17)
ariff item Description of supply Supplier ofariff item, 
ub‐heading, 
eading or 
hapter

Description of supply 
of Goods

Supplier of

hapter

801/0802 Cashew nuts, not 
shelled or peeled

Agriculturi
p

404 90 10 Bidi wrapper leaves 
(tendu)

Agriculturi

401 Tobacco leaves Agriculturig

004 to 5006 Any person who 
manufactures silk yarn 

Any person
silk yarn fro

from raw silk or silk 
worm cocoons for 
supply of silk yarn

worm coco
yarn

S l f l S GSupply of lottery State Gove
Territory o

notification no. 
f goods Recipient of supplyf goods Recipient of supply

st Any registered person

st Any registered person

st Any registered persony g p

n who manufactures 
om raw silk or silk 

Any registered person

oons for supply of silk 

i di ib llernment, Union 
r any local authority 

Lottery distributor or sell
agent.



verse charge on Serv
Provider Service Receiver

Casual Taxable person, body co
Transport Agency

p , y
society, factory, any person reg
Act.

ry Agent Banking Company, NBFC or any
for of a company or a 

rporate
A company or a body corporat

vidual advocate or firm 
cates , An arbitral Any business entity.cates , An arbitral  Any business entity.

ver or Rent a cab 
r ( if service provided  Any person
mmerce operator)

rance agent Any person carrying on insuran

vices notification no 13/2017 dated 28/06/20

GST to be paid by
orporate, partnership firm, any p , p p , y
gistered under CGST, SGST, UTGST  Service recipient.

y financial institution. Service recipient.

e Service recipient.

Service recipient.Service recipient.

E‐commerce Oper

nce business Service recipient.



everse charge on Ser
06/2017 –continue

Provider Service Receiver

rson providing 
rship services

Anybody corporate or partne

n located in non‐taxable 
y to a person located in 
able territory

Importer

or music composer, 
rapher, artist, etc

Publisher, Music company, Pro

rson who is located in a  Any person located in the taxa
able territory

y p
online recipient (Business Rec

rvices notification 1no3/2017 date

GST to be pa

rship firm. Service recip

Service recip

oducer Service recip

able territory other than non‐assessee
S i i

y
cipient)

Service recip



Exception to RCM Goods Transpor
No RCM will apply if receipt transp
GTA:
1 i l l d1.agricultural produce
2.milk, salt and food grain including
3 organic manure3.organic manure
4.newspaper or magazines register
5.relief materials meant for victims
6.defence or military equipment
7.goods, where consideration char
on a consignment transported in a 
8.goods, where consideration char
goods for a single consignee does ngoods for a single consignee does n

rt Agency under GST
ort the following goods through a 

g flour, pulses and rice

red with the Registrar of Newspape
s of natural or man‐made disasters

ged for the transportation of goods
single carriage is less than Rs. 1,500
ged for transportation of all such 
not exceed Rs 750not exceed Rs. 750.



E- commerce operator

n case of services prov
perators, liability to pay
erviceservices. 
f the assessee has no p
xable area, then the re
ommerce operator willommerce operator will 
here is no representativp
o appoint one who will 

ided by e‐ commerce 
y tax lies on recipient o

physical presence in the
epresentative of such e
be liable to pay tax Ifbe liable to pay tax. If 
ve, then the assessee h
be liable to pay GST



Time of supply for gTime of supply for g

, the time of supply shall be the earlie
(a) the date of receipt of goods OR
(b) the date of payment OR(b) the date of payment OR
(c) the date immediately after THIRTY
invoice by the supplier (60 days for se
If it is not possible to determine the tIf it is not possible to determine the t
time of supply shall be the date of en
recipient.
For clause (b)‐ the date of payment shFor clause (b) the date of payment sh
1. The date on which the recipient en

OR 
2. The date on which the payment is 

goods 12(3)goods 12(3)

est of the following dates—

Y days from the date of issue of 
ervices)
time of supply under (a) (b) or (c) thetime of supply under (a), (b) or (c), the
ntry in the books of account of the 

hall be earlier of‐hall be earlier of
ntered the payment in his books 

debited from his bank account



me of supply for servi
erviceservices
se of reverse charge, the time of 
ing dates—g

he date of payment
OR

he date immediately after SIXTYhe date immediately after SIXTY
e supplier (30 days for goods)
not possible to determine the timnot possible to determine the tim

pply shall be the date of entry in
rvice.
ause (a)- the date of payment sh
e date on which the recipient ent
OROR 

e date on which the payment is d

ices- 13(3)

supply shall be the earliest of th

days from the date of issue of indays from the date of issue of in

me of supply under (a) or (b) theme of supply under (a) or (b), the
 the books of account of the rec

hall be earlier of-
ered the payment in his books 

debited from his bank account



Time of supply for sepp y
continue
Wh li i l t d t id IWhen supplier is located outside I

In case of ‘associated enterprises’,
located outside India the time of slocated outside India, the time of s

• the date of entry in the books o
• the date of paymentthe date of payment

‐whichever is earlier

rvices- 13(3)-( )

I diIndia

, where the supplier of service is 
supply shall besupply shall be‐
of account of the receiver OR



Input Tax Credit:Input Tax Credit:

The service recipient can avail Inpu
is paid under reverse charge on gop g g
condition is that the goods and ser
business or furtherance of busines
used to pay output tax which meaused to pay output tax, which mea
through cash under reverse charge

Invoice in case of reverse chargeInvoice in case of reverse charge

As per section 31(3)(f), person disc
charge under section 9(3) or 9(4) sg ( ) ( )
goods or services or both received
as per 31(3) (g) shall issue a payme
payment to the supplierpayment to the supplier.

ut Tax credit on the Tax amount that
ods and services. The only y
rvices are used or will be used for 
ss. Unfortunately, ITC cannot be 
ans that payment mode is onlyans that payment mode is only 
e.

charging GST liability under reverse 
shall issue an invoice in respect of p
 by him from the supplier. Further 
ent voucher at the time of making 



ellaneous Points for Attention:
e composite dealer falls under reverse cha
ible to claim an credit of ta paid Alongible to claim any credit of tax paid. Along 
al rates applicable to such supply and not
me.
advance payments are subject to Revers

ke Service Tax, there is no concept of part
00% tax on the supply.00% tax on the supply.
er the proposed Bill, GST compensation ce
which will be notified by the government 

arge mechanism then the dealer is 
ith the dealer is liable to pa ta atwith the dealer is liable to pay tax at 

t the rate applicable for composition 

e charge mechanism.
ial reverse charge. The recipient has to 

ess will be levied and collected at a 
at a later date.
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