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Dear Professional Colleague,

Services by Senior Advocates to Business Entities brought under Reverse Charge

Vide the Union Budget, 2016, Service tax on Senior Advocates providing services to a
Business Entity was brought under ‘Forward charge’ w.e.f. April 1, 2016. However, Service
tax on services provided by individual Advocates and firm of Advocates (other than Senior
Advocates) to Business Entity continued to be under ‘Reverse charge’.

Such amendment created hue and cry amongst the Senior Advocates, who approached the
Hon’ble High Court of Gujarat, Calcutta, Allahabad & Delhi and also got the stay, on
operation of stated amendment.

Now, the Central Government has issued 3 notifications dated June 6, 2016 in this regard to
provide as under:

Notification No. 32/2016 – ST dated June 6, 2016 (“Notification No. 32”): Exempts legal
services provided by Senior Advocates to Business Entities with a turnover up to Rs. 10
Lakhs in preceding Financial Year

The Central Government vide Notification No. 32 has substituted Entry No. 6(c) of the Mega
Exemption Notification No. 25/2012-ST dated June 20, 2012 (“the Mega Exemption
Notification”), to exempt the services provided by a Senior Advocate by way of legal services
to:

 Any person other than a Business Entity; or

 A Business Entity with a turnover up to Rs. 10 Lakhs in the preceding Financial Year.

Erstwhile Entry No. 6(c) of the Mega
Exemption Notification

Substituted Entry No. 6(c) of the Mega
Exemption Notification

6. Services provided by:

(c) a senior advocate by way of legal
services to a person other than a person
ordinarily carrying out any activity relating
to industry, commerce or any other business
or profession

6. Services provided by:

(c) a senior advocate by way of legal services
to-

(i) any person other than a business entity;
or

(ii) a business entity with a turnover up to
rupees ten lakh in the preceding financial
year;

Notification No. 33/2016–ST dated June 6, 2016 (“Notification No. 33”): Services by Senior
Advocates to Business Entities would be taxable under Reverse Charge
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The Central Government vide Notification No. 33 has amended Rule 2(1)(d) of the Service
Tax Rules, 1994 (“the Service Tax Rules”), to bring the services provided by Senior Advocates
under Reverse Charge Mechanism. It is further provided that in case of representational
services by Senior Advocates, where the contract for provision of such service has been
entered through another Advocate/ Firm of Advocates, and the Senior Advocate is providing
such services, the recipient of such services, i.e. the Business Entity who is litigant/
applicant/ petitioner, would be liable to pay Service tax.

Relevant sub-clauses of Erstwhile Rule
2(1)(d) of the Service Tax Rules

Relevant sub-clauses of Rule 2(1)(d) of the
Service Tax Rules, as substituted/inserted

(D) in relation to service provided or agreed
to be provided by,-

(I)………, or

(II) a firm of advocates or an individual
advocate other than a senior advocate by
way of legal services

(D) in relation to service provided or agreed
to be provided by,-

(I)………, or

(II) an individual advocate or a firm of
advocates by way of legal services other
than representational services by senior
advocates
After item (D), the following item is
inserted, namely:-

"(DD) in relation to service provided or
agreed to be provided by a senior advocate
by way of representational services before
any court, tribunal or authority, directly or
indirectly, to any business entity located in
the taxable territory, including where
contract for provision of such service has
been entered through another advocate or a
firm of advocates, and the senior advocate
is providing such services, the recipient of
such services, which is the business entity
who is litigant, applicant, or petitioner, as
the case may be"

Notification No. 34/2016–ST dated June 6, 2016 (“Notification No. 34”): 100% liability on
service recipient to pay Service tax on services of Senior Advocates

The Central Government vide Notification No. 34 has amended the Reverse Charge
Notification No. 30/3012-ST dated June 20, 2012 (“the Reverse Charge Notification”) to
include the above mentioned changes in Paragraph I thereunder. Further, in Paragragh II, in
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the Table, S. No. 5 has also been substituted to stipulate payment of tax by the recipient of
the services provided by Senior Advocates under Full Reverse Charge i.e. 100% to be paid by
the service recipient:

Erstwhile S. No. 5 of the Reverse Charge
Notification

Substituted S. No. 5 of the Reverse Charge
Notification

In respect of services provided or agreed to
be provided by a firm of advocates or an
individual advocate other than a senior
advocate by way of legal services

In respect of services provided or agreed to
be provided by an individual advocate or
firm of advocates by way of legal services,
directly or indirectly"

Furthermore, after Explanation II, Explanation III has been inserted to provide that the
Business Entity located in the taxable territory who is litigant, applicant or petitioner, as the
case may be, shall be treated as the person who receives the legal services for the purpose
of the Reverse Charge Notification.

Our Comments:

Bringing back the services of Senior Advocates under Reverse Charge must have brought a
sign of relief amongst the Senior Advocates. However, the language used in the Notifications
falls short of absolute clarity as to the real status of the services other than Representation
services provided/ agreed to be provided by the Senior Advocates either directly to clients
being a Business Entity or to another advocate or firms of advocates using the services for
ultimate benefits of the clients.

Further, the above mentioned Notifications are effective from June 6, 2016, which again
poses a question on liability to pay Service tax on the services provided by Senior Advocates
during the period from April 1, 2016 to June 5, 2016, when Forward Charge levy on Senior
Advocates was effective but stay was granted by the various Hon’ble High Courts. It would
be prudent if the Board issues some clarification in this regard.

To access full Notifications please click on the given link: http://www.a2ztaxcorp.com/wp-
content/uploads/2016/06/Senior-Advocate-Notifications.pdf

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" (1st Edition)
A2Z TAXCORP LLP

Tax and Law Practitioners

Delhi:

Flat No. 34B, Ground Floor,

Pocket – 1, MayurVihar Phase-1

Delhi – 110091 (India)

Tel: +91 11 22757595/ 42427056

Allahabad:

B2-3/4-31 Sarojani Apartments

Sarojani Naidu Marg

Allahabad - 211001

Chandigarh:

H. No. 908, Sector 12-A,

Panchkula, Haryana - 134115

Email: bimaljain@hotmail.com

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

YouTube: https://www.youtube.com/channel/UCp0tT5ShjB4KHJRSlPc3t5w

We can now also be contacted at below mentioned address:
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Bengaluru Office:

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

Bengaluru, Karnataka-560070

Email: bengaluru@a2ztaxcorp
.com

Kolkata Office

10 Bow Street, 2nd Floor,
Near Central Metro Station,
Besides Calcutta Motor
Dealers Association,

Kolkata, West Bengal-
700012

Email: kolkata@a2ztaxcorp.
com

Dhanbad Office:

2nd Floor, Shree Laxmi
Complex,

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.


