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pROCEEDINGS
[under Section 101 of the Central Goods and Services Tax Act, 2017 and the Maharashtra

Goods and Services Tax Act, 2017}

At the outset, We would like to-make it clear that the provisions af both the CGAT Act
and the MGST Act are the same excent for certain provisions. Therefore, unless a mention is
specifically made o such dissimilar provisions, @ reference ta the CG5T At wiould also mean
3 reference to Lhe same provisions undear the MGST Act.

The present appe 41 has been filed under Section 100 af the Central Goods and
aruices Tax Act; 2017 and the Maharashira Goods and Services Tax act, 2017 [hereinafter
coferrad to as "the CGST ALt and MGST et} by Bajaj Finance Limited{herein after referred
to as the "Ap pellant”) against the Advance Ruling Mo, G5T-ARA-22/2018- 19,/8-85 dated
06.08.2012.



BRIEF FACTS OF THE CASE

The Appellant is a non-banking financial company and is jnter alia engaged In
providing various types of loans to the customers such as auto lpans, loans against
the property, persanal loans, consumer durable goods leans, ete.

The Appellant, inter ofis, enters into agreements with borrowers/customers for
providing loans to them. The loan agreements provide for repayment of the
outstanding dues/Equated Monthly Installments (EMI) through chegue! Electronic
Clearing System ('ECS’'}S Mational Automated Clearing House ("NACH") ar any other
electronic or clearing mandate. The llustrative copies of lean agreement entered
into between the Appellant and the custamers have Been enclozed with the Appeal.
The installment of a loan 15 computed taking into consideration the amount of loan,
rate of interest, duration for a loan etc. Generally, EMI paid by the customer i5 a
fixed amount paid at a specified date. EMI includes the amount of interest and the
principal amount.

In case of delay in repayment of EMI by the customers. the Appellant collects
penal/default interest (hereinafter referred to as ‘penal interest’} as an additional
interest for the number of days of delay as per terms of the agreements executed
with the custemers. The penal interest is calculated at a fixed percentage on the
overdue loan amounts of the customer. The percentage of penal interest varies fram
custamer to customer, and generally ranges between 2% to 4% per month
depending on the product.The illustrative copies of customer account statement
reflecting the penal interest collected by the Appellant have been enclosed with the
Appeal. Further, the sample working of the penal interest is also enclosed herawith.
The relevant extract of dauses of a sample auto loan agreement in respect of penal
interest is reproduced below for ease of reference:

"I, DEFINITIONS AND ABBREVIATIONS:

r. "Penal Charges" shall mean and include overdue charges an nen-poyment

af installment an the die dote.

If, TERMS OF THE LOAN;

3. The Borrower agrees ond confirms that:



fiv) BFL is entitled to levy penolty 03 follows on defowlt:
{a) for continuing non-payment of amount due, @ penalty not
exceeding 3% per manth an gmount due calculated on pro-rata basis

from due date till actually paid as per clause B of the schedule,

schedule forming part of Auto Logn agreément:
{8} Penal Charges far bounce up to RS. 350/- per default / per month &
late payment penalty not exceeding 3% on amount due.”
The amount of penal interest cellectad from the customers are accounted by the
Appellant in ts core aceaunting platform Le. gaP under General Ledger Code
60000150,
Under the GST law, the Appellant is of the view that penal interest eollected from the
custamer is in the nature of additional interest, and therefore, the same is not
subjected to GST lewy. However, considering the ambiguity o0 taxability under the
GST law, as an abundant caution, the Appellant had filed an application for Advance
Ruling before the bAaharashtra Autharity for Advance Ruling (herginafier referred 10
the ‘Ld, AAR") an 0%.05,2018, on the Tollowing questions:
T Whether the Penal Interest is 10 be treated os interest for the DUrpose
of exemption under Sr. No. 27 of atification No. 12/2017-Central Tax
{Rate) dated 28.06.2017, 5r. No. 27 of Maharashtra State Netification
No. 12/2017-5tate Tox {Rote} dated 2g.05.2017, and 5r. No. 28 of
Motification No. Elfzﬂl?-fnregrmed Tox (Rote) dated 28,06 20177
i) If the answer to the ghove is negative, whether the activity of
collecting penal interast by the Appeillarnt would amount ta 4d raxubie

supply under the G5T regime?”

The ARAR passed the Crder Mo, GE.Tv.ﬁ.RA-EL"IE]lE-lEl,FE-ld dated 06.08.2018
(hereinafter referred o as ‘impugned order ), holding that the penal interest
charged by the Appellant amaunts o supply of services under 5r. Mo. Sl of

gchadule 11 to the cEsT Act, and 15 sherefore fliable 10 5T,



Aggrieved by the impugned order dated D6.08.2018, the Appellant has filed this
appeal, inter alig, on the following grounds which are urged without prejudice to each
ather,

GR D5 OF APP

1, The impugned AAR order is a non-speaking order and is liable to be set aside on

this ground alone.

(i) Without prejudice to the submissions that the penal interest Is an additional
interest on loan, such penal interest is liable to be includad in the value of
main supply under Section 15(2){d) of the CGST Act, and therefore, any
treatment given to the main supply shall be given to the penal interest, and
hence, shall be exempt from GST.

fii} In any case, the penal interest charged by the Appellant is in the nature of
penalty or liguidated damages for breach of cantract, which does not amount
to consideration for any contract, and therefore, there cannot be any supply
of service.

{iif)  Penal Interest collected by the Appellant for the breach of contract by the
customer, is not covered under the ambit of clause {e} of Entry 5 of Schedule
Il to the CGST Act. The said clause can be made applicable only when there is
an agreement to the cbligation to tolerate an act or situation, and the word
‘obligation’ implies a duty or a liability on the person making the obligation,
with a corresponding right to the other person to enfarce such obligation
However, in the present case, there is no obligation upon the Appeliant to
tolerate an act of non-payment or delayed payment by the barrower. The
payment of penal interest neither obligates the Appellant not to take any
legal action against the barrower, nar the borrower gains any right to sue the
Appellant for any legal action taken by the Appellant. Therefore, the penal
interest payable by the borrower on breach of its contractual obligation
cannot be treated as a payment for any obligation on the Appellant towards

the borrower.



(i) Even internationally, the damages recelved by way of compensation for
termination or breach of a contract are not treated as a supply and therefore

not subjected to GST/VAT lewy.

_ 1tis submitted that the above submissions are very crucial to determine whether the

penal interest collected by the Appellant is liable to GST. However, the impugned
AAR order ls completely silent an the above submissions and fails to provide any
reasons/observations for not aceepting the same.
While passing the impugned AAR order, the Ld. AAR was under an obligation to
consider each and every submission of the Appellant and record the reasons for
acceptance ar rejection of every submissian of the Appellant, in oroer to establish
the linkage between the facts, and grant sanctity to the order. In this regard, reliance
i+ placed on the following judgements of the Apex Court;
» State of Orissa v. Dhaniramluhar, {2004) 5 SCC 568
= Oryx Fisheries Pvt, Ltd. v. Union of India, 2011 (266) E.LT. 422 (s.C.)
« Asstt. Commr., Commercial Tax Department v, Shukla 8 Brothers, 2010-
TIOL-131-5C-CT
« Commissioner of CGST & Central Excise v. M/s Development Credit Bank
Ltd., 2018-TIOL-2313-HC-MUM-CX
It is an undisputed fact that the Appellant is an NBFC which is engaged in providing
various types of loans to the customers such as auto loans, loan against property,
persanal loan, consumer durable goods fean, ete. Further, It is also undisputed that
interest on loans have been kept outside the levy of GST, under Serial Mo. 27 of the
Motification No. 12/2017-Central Tax (Rate} dated 28.06.2017. The relevant portion

of the said Exemption Motification is reproduced herein below:

5t

M.
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27 | Heading 9971 Services by way of — | il | il

(o) extending deposits, loans or
adverces in so  far o5 the

consideration Is represented by way aof |

iterest ar discount

fother than interest iavolved in credit

card services):

In view of the above, it is submitted that tervices of providing loans are exempt, in so
far as the consideration of the sald services s represented by way of interest, It is
therefore submitted that any amount which Is charged as interest is not taxable,

In the above background, it is important te understand whether the penal interest
charged/collected by the Appeliant in the present case, qualifies as “interest”. The
same has been explained in the submissicns made herein below,

Meaning of the term ‘interest’

The term ‘interest’ has been defined under clause (zk} of para 2 of the above said
Exemption Motification, which reads as under-

2k} “interest” means interest payable in any manner in respect of any

moneys borrowed or debt incurred (including a deposit. claim or other similar

right or obligation} but does rot include any service fee or other charge in
respect of the moneys borrowed or debt incurred or in respect af any credit

facility which hos not been utilised;”

The above definition clearly states that interest’ means interest payable in any

manner in respect of any moneys borrowed or debt incurred. This would not anly
include the normal interest charged on loan instalments, but alsa include the interest
tharged for the delayed payment of such foan instalments.

Further, the term 'Interest' has been discussed at length by various Courts holding
that interest is the return or compensation for the use or retention by one persan, of
a sum of money belenging ta or owed to anether.In this regard, reliance i placed on

the Supreme Court judgment in the tase of Central Bank of India v. Ravindra, 2002

(24



(1) SCC 367, wherein the Hon'ble Supreme Court dealing with the nature of

‘interest’, has held as under;

“Block’s Low Dictiongey (Fth Edn) defines “Interest” [nfer alin as the

compensation fived by ogreement or allowed by low for the use or detention

of money, or for the loss of money by ane who is entitled to its use; especioll

the omaunt owed to a leader ln return far the wse of Hhe borrowed money.

According fo Stroud’s Judiciol Dictionary of Weords ond Phroses (5th Edn.)

iaterest means, inter alia, compensation paid by the borrower to the lender

for deprivotion of the use of the maney. In S2cy., Irrigation, Deptt. Govt. of

Orissa v. G.C. Roy the Constitution Bench apined thot o person deprived of the
use of maney to which ke Is legitimotely entitled has a rvight to be
compensated for the deprivation, coll it by any name. It may be colled
interest, compensotion or damages.....this {5 the principle of Section 34 of the
Civil Procedure Code. fn Sham LafNarule (Dr.} v. CIT this Court held thot
interest is paid for the deprivation of the use of the money, The essence af
interest in the opinion of Lord Wright in Riches v, Westminster Sonk Ltd. Al ER
at p. 472 s thot it is o payment which becormes due because the creditor has
net hod his monep at the due dote. It may he regarded either as representing
the profit he might have mode if he hod the use of the money, or, conversely,
the loss he suffered becouse he hod not that use. The general idea is thot he is
entitled to compensation for the deprivation; the money due to the ereditor
wos not poid, or in other words, was withheld from him by the debtor after
the time when poyment should hove been made in breach of his legal rights,
ond interest wos o compensation whether the compensation was liguidated
undger an agreement or statute. A Division Bench of the Righ Court of Punjab
speaking through Tek Chand 1. in CIT v. Or. Sham laiNerula thus orticulated

the concept of interest (AIR p. 414, parg 8.

“The words ‘interest’ and ‘tompensation’ are sometimes used Interchangeably

and on other occasions they have distinct connototion, ‘Interest’ In general

T T

of o sum of maney belonging to or owed to another. In its narrow sense,




10.

finterest’ is understood to mean the amount which one has contracted to

poy for use of borrowed money..... In whatever caotegory ‘interest’ in o
parficulor case may be put, it is a consideration paid either for the use o

mone or forbegrance in demanding it after it has fallen due, and thus, it

is o charge for the use or forbearance of meney. in this sense, it is g
compensation ollowed by law or fixed by parties, or permitted by custom or
use of money, belonging to another, or for the delay in paving

money after it has become payable”. it is the appeal against this decision of

the Punfab High Court which was dismissed by the Supreme Court in Dr. Sham

LafNarwlp coge,”

Reliance is also placed on the judgrment of the Hon'ble Madras High Court in the case
of EdupugantiPitchayya and Ors. v. GonuguntiaVenkata Ranga Row, AIR 1944 {Mad)
243, whereinthe issue under consideration was whether any amount paid over and
above the principal amount could be treated as interest. tn this regard, the Hon'ble

Madras High Court interpreted the word interest as undes:

" Haolsbury's Lows of Englond, Vol. 23, Section 253 defines interest os

follows:Interest when considered in relation to money denotes the return or

cansideration or compensation for the use or retention by one party of a

surm of money or ather property belonging to ancther,

........ The definitiun of interest in the English Money-lenders’ Act after

excluding certain chorges, says:

But save as aforesaid, Interest includes any amount, by whatsoever name

colled, In excess of the “principal paid or payable to a maney-lender in
censideration of or otherwise in respect of a loan.

The word interest has a bosic meaning of edvantoge or prafit. When esed

with réference fo o loagn, interest meons the prafit or advantoge af the
creditor which he gets by giving to onather the use of his money, If the
contract stipulotes that for the use of the creditor's money @ certoln grofit
shall be payable to the creditor, that prafitis interest, by whotever name it is

called, or if it is called by no neme at all. Applying Act 4 of 1938 Io the present

B



contract it Is clear that the principal is Rs.2500. The only payment was on
apen payment of As.150 made on 23" July 1831, The whole of the interest as
on 1" October 1937 is cancelled and the creditor is entitled to Re.2350 with
Interest at 5.25 per cent per annum fram 1" October 1937, The Appellonts are

entitied ro their costs here and in the Court below.”

Similarly, in the case of V. Srinivasachariar W,

ConjeevaramHodgsonpetDharamarakshakaNidhi Limited, 1940 AIR [Mad)

937, the Hon'ble Madraz High Caurt held as under;

e i s I proceed therefore to such an examination and ! find that towards
the sum of Rs. 1,500 borrowed in February, 1527, a sum of Rs. 1,396-3-3 has
been eredited as part repayment. The suit is for the belance, namely, Rs. 807-
13-2 and the accounts have been closed shortly befare the filing of the suit in
Merch, 1832, The result then i that for o debt of Rs. 1,500 incurred in
February, 1927, a total sum of Rs. 1,396-3-3 plus Rs. 807-13-2, thaot s, Rs.
2,204-0-5 hos to be repaid and this repayment is refated to o period of just
over five years. Of this sum, Rs. 1,500 of course represents the prineipal ond
the remaining Rs. 704 represents what s cloimable in addition to the
principal, It Is argued for the respondent that this moy not be interest in the
strict sense of the word becouse of the pravision refating to the monthly
payment of subscriptions. But when we probe into the heart of the transaction
it seems to me clear that s in ell respects analogows to the payment of

interest. When money is borrowed gnd o larger sum Is to be repaid the

excess over the princlpal must in my opinion be treated as interest.

Therefare, In this matter the sum of Rs. 704 represents the inierest charged
under the terms of this bond on o debt af Rs, 1,500 for a period of just over
five years. Arithmetical colculation will show that this interest represents a
rate af slightly more thon 9 per cent, per annum, It seems to me therefore
that with respect to the present eloim as the interest works out of more than
9 per cent, per annum the respondent cannol successfufly argue that Section

1Y 2)ifi) opplies.™



11.

12,

From the above judgments, it comes out clearly that any conslderation received in
lieu of money Is nothing but interest only. Further, interest when considered in
relation to money denotes the return or consideration or compensation for the use
or retention by one party of a sum of money of other property belonging to another,
and any amount repaid over and above the principal sum of money is interest only,

It is relevant to note that the position in the GST regime is similar to the position in
the pre-GST regime. Therefore, reference is also made to para 4.14.2 of the Revised
Education Guide on Taxatian of Services dated 20.06.2012 issued by the CBEC, which
describes interest as the time value of money. The relevant portion of the same is

reproduced herein below;

“4.14.2 What are the "services by way of extending deposits, fogns or
advances in so far as the consideration is represented by waoy of interest or

discount™?

The negative list entry covers ony such service wherein moneys due are
alfowed to be used or retafned on payment of interest or on @ discount, The
words used ore 'deposits, loans or odvonces” and bave to be taken in the
generic sense. They would cover any facility by which an amount of maney is
lent or oilowed to be used or retained on payment of what Is commonly
called the time value of money which could be in the form of an interest ora

discount. This entry would rot cover javestments by way of equity ar any

other manner where the investor is entitled to a share of profit,
Mustrations of such services are -

* Froviding a lean or overdraft facility or o credit limit fociiity in considerotion

for payment of interest,

¢ Mortgages or loans with o collateral security to the extent that the
consideration for advancing such loans or advances are represented by way of

interest,

10



13.

14,

On conjunctive perusal of the above, it can be understood that “interest” represents
the time value of money, and any amount received in lieu of usage ar retention by
cne perion of a sum of money belonging to another is nothing but interest only.

In the present case, the Appellant is primarily engaged in the business of
lending/financing. As a consideration for lending/financing, the Appellant charges
nterest from the customers at a particular rate, far the period for which such loan is
granted. The principal and interest amount on such loan is repaid by the customers
by way of equated monthly installments (hereinafter referred to as ‘EMI") over the
tenure of loan. Accordingly, while computing the EMI, the Appellant charges and
factors pro-rata interest payable on each due date, on the underlying assumption
that the customers weuld not default in payment of the EMI on the due dates
However, in case of any default, the Appellant charges additional interest far the
number of days of default, This interest is commanly known as penal/default
interest. The sample working of computing the penal interest was enclosed. For ease
of reference, the following illustration is made to explain the manner of charging

penal interest:

5. No. Particulars Amount

A ERAl Amount Rs. 10,000/

B EMI Due Date 10™ of every month
5 Due Diate for the month of June 2018 10™ June 2018

8] Interast factorad in EMI upto due date  Rs. 3,000/

E Actual Date of Payment 30" June 2018

F Period of Delay/Default 20 days

G Penal Interest rate 2% p.m,

H Penal Interest for the period of delay  Rs, 133/-

{Rs.10000 * 2% * 20730}

11



15.

16.

17,

18,

19.

The manner of computing Penal Interest, as explained in the above illustration,
substantiates that the Penal Interest collected by the Appellant is an additional
interest for the delay in payment of loan instalment beyond the due date, It is
nothing but the consideration for the usage or retention of maney (i.e. overdue loan
instalment} by the borrowers for additional time beyond the stipulated time period
{i.e. the due date].

In other words, Penal Interest reflects the time value of maney. To explain further, it
is submitted that where the Appellant grants loan to a customer for a specified
duration of time, they earn interest on such loan, which represents consideration for
use of money for that specified period of time: Similarly, when the customer delays
the paymert of instalment of loan beyond the due date as provided in the
gereement, the Appellant levies additional mmterest [which 15 termed as Penal
Interest) for use of the money beyond the stipulated period of time by the
barrowers. Therefore, penal interest is nothing but interest only,

It is further submitted that there is no distinction in law for 'principal interest’ and
‘penal interest’. The definition of the term ‘interest” given in clause 2k} of para 2 of

the Exemption Notification covers interest pavable in any manner; and therefore,

even the penal interest is coverad within the scope of ‘interest” for the purposes of
the GST law, and hence, the same shall be exempt from GST.

However, the Ld. AAR in the impugned AAR order has held that the penal interest is
not interest on loans. In this regard, the Ld. AAR has recorded a finding that the
penal interest has been termed as ‘penalty’ in the loan agreements entered into by
the Appellant.

It is submitted in this regard that the additional interest for the period of default has
been variedly termed in the loan agreements as ‘penal interest’ / 'default interest’ /
‘late payment penalty’, however, the same does not change its nature from being
‘interest’ only. It &5 a settled principle in law that the nomenclature alone would not
getermine the nature of transaction, In this regard, reliance is placed on the decision
of the Hon'ble Supreme Court in the case of Maped India Limited reported at 1986
{23) ELT 8 {5C), wherein it was held as under:

"G, ... Now it is true thot this eamount ollowed to the dealers hos been

referred to in the agreement as commission but the label given by the

12



parties cannot be determinative because it is, for the court to decide

whether the amount is trade discount or not, whatever be the name glven

tojt. .."
20, Reliance is also placed on Hindustan Gas & Industries Ltd. v. CCE, reported at 1991

(54) E.L.T. 383 {Tri.), wherein the Hon'ble Tribunal observed as under:
“14. .. We further observe that it was anly becouse the margins aliowed to
the agents were considered as commissions, the deductions weie disoliowed
Where the appellonts do not retain the title to the goods and actually sell
them, be it to Commission Agents discounts, should be admissible. We hove

noted the Id. odvocate’s arqument that it is the real substonce of the

transaction that matters and not the nomencioture given to g particular
type of discount,”

21.  Itis therefore submitted that the mere fact that the additional interest for the pericd

of default has been termed as penalty, will not alter the nature of such transaction.

22.  Itis further submitted that the amount of overdue loan instalment on default would
be ‘virtually treated as @ new loan transaction under the same contract’. and the
penal interest so charged on the overdue loan instalment would be treated as
interest far such loan amount. In the above (lustration, the defaulted loan
instaiment / EMI of Rs. 10,000/~ is, in effect, an additional loan given to the
custemer, for which penal interest is charged at a specified rate, for the period
starting from the date of default till the date of payment of such defaulted EMI, ia,
from 10th June 2018 to 30th June 2018. Hence, in any case, the penal interest
charged by the Appellant would be treated as interest only.

23, However, the Ld. AAR in the impugned order held that penal Interest cannot be
construed as additional interest. In this regard, the Ld. AAR recarded a finding that
normally, interest is calculated on the entire tenure of loan given and not on manthly
basis, therefore, it cannot be said that the penal interest is for the perigd of delay
not included in the EMIfinstalment amount. The Ld. AAR further recorded 2 finding
that rate of interest of loan and the penal interest is different, and in general course
of business, the interest charges are fixed at a certain rate, however, the penal

interest has been defined in the loan agresment to be “not exceeding 3% per

13



24,

manth™. The Ld. AAR further recarded a finding that the penal interest which is
termed as additional interest is alsa levied an the interest component of the EMI

The above findings are based on an incorrect understanding of the facts of the
present case. In this regard, it is relevant to note that the Ld, AAR has not disputed
that the interest which is factored in EM| fits into the meaning and scope of interest
of loans, therefore, the rate at which such interest is payable is not relevant to
determine the nature of such transaction. The Ld. AAR has failed to understand the
coemmercial reality of the finarcial transactions. It is submitted in this regard, that
there are many ways of determination of the rate of interest, which includes flat
interest rate, reducing balance rate, ote. However, in any case, the interest is, in
effect, the consideration for the usage of money for a certain period of time.
therefore, even if the interest s computed st flat rate, (i.e. interest for the entire
tenure divided by the number of instalments), the same is charged only for the
period of usage of maney, Further, the rate of interest on loans, amongst other
factors, Is @ matter of negotiation between the lender and the custormer, hut the
Same in no manner affects the nature of such interest, For instance, whether a lpan
l= given for 10% flat rate of interest or 15% reducing rate of interest, would not alter
the nature of the interest on such laan Theralore, the Ld, AAR has erred in recording
the finding that since interest js tomputed for the entire period of loan, the penal
Interest cannot be treated to be the interest for the period of default.

It Is further submitted that the mere fact that the rate of interest and penal interest
is different does not alter the nature of the transaction. It is submitted in this regard
that the rate at which penal interest is charged from the customers is a matter of
discretion of the lender, and depends on various factors such as the customer eredit
histary, credit worthiness, past payment records, etc. Therefore, the mere difference
in the rate of normal interest and panal interest cannot be taken as a factor for
distinguishing the nature of interest and penal interest. Further, though the loan
agreements entered by the Appellant with customers in certain cases define the
penal interest as "pot exceeding 3% per manth”, however, the customer account
statements: clearly evidence that the penal interest is charged at a fixed rate.

Thetefare, the findings of the Ld. AAR in this regard are erronecus

14



26.

27,

It is further submitted that the manner of computing penal Interest clearly
substantiates that it is nothing but time value of moeney which is interest only. It is
undisputad that penal interest is charged only upon default of payment of the EMI,
and it is also undisputed that the same s calculated at a specified rate an the
defaulted EM| for the period starting from the date of default till the date of
payment of such EMI, Further, such interest for the peried beyond the due date is
not factored in the EMI and is therefore charged separately as penal interest. These
facts clearly establish that the penal interest charged by the Appellant is nothing bist
an additional interest for the period of delay in making payment of the EMI. Further,
the Ld. AAR himself has admitted that penal interest is |levied on the interest
compenent of the EMI. This also substantiates that the defaulted EMI {principal and
interest) virtually amounts to a new loan, In as much as penal interest Is charged on
the defaulted EMI {which Is inclusive of interest] for the period of default. Hance, the
penal interest shall be treated as interest only, and therefore, the above mentioned
findings of the Ld. AAR are erroneaus and bad in law.
In view of the above discussions, it is submitted that Penal Interest collected by the
Appellant is additional interest only, therefore, any treatment given to the main
cansideration, e, interest on loans, shall also be equally applicable ta the penal
interest, Hence, the penal interest shall be exempted from payment of G5T under
the Exemption Netification.
In this regard, reference is also made to UK VAT Notice 701/49: Finance issued
under the UK VAT law, whergin the charges levied for deferment of payment beyond
the time of supply have been treated as consideration for an exermpt supply of credit.
The relevant portion-of the said UK VAT Notice is extracted herein below:

"4.5 Deferred payments-You may allow customers bo defer poyment but
make an extra charge for allowing them to do so. If the charge relates to periods
before and up to the time of the supply {see VAT Notice 700¢ the VAT Guide) it is not o

charge for credit, but is further consideration for the supply af the goods or services,

Alternatively, where you agree to defer payment beyond the time of supply and
make on additional charge for doing so, such o charge will be consideration for an
exempt supply of credit.”

15



28,

31,

32.

It is submitted that even internationally, the charges for deferment of payment are
treated as consideration for exempt supply of credit, It is submitted that thaugh the
foreign case laws are not binding, but they have persuasive value for deciding the
matters similar to them. Therefore, the penal interest charged in the present case for
deferment of the loan instalment should be treated as a consideration for gxempt

supply of loan, and hence, shall not be leviable ta GST.

In any case, penal interest is liable to be included in the value of main supply under

section 15(2)(d) of the CGST Act, and therefore, any treatment given to the main
supply shall be given to the penal interest, and hance, shall be exempt from GST.
Without prejudice to the above, it is submitted that in view of clause [d) of sub-

section (2} of Section 15 of the CGST Act, the penal interest being an interest/penalty
for delayed payment of any consideration for a supply would be included in the value
of that supply, which is interest. The said provision is extracted herein belaw for
reference:

"15. Value of taxable supply.

(2] The value af supply shall include—

{d) interest or lgte  fee ar penaity for deloved poyment of any

consideration for any supply"”

In view of the above provision, any interest or late fee or penalty charged/levied or

collected for delayed payment of any consideration for a supply, shall ke includible in
the value of the said supply.

It is relevant to note that sub-section (2) of Section 15 of the CGST Act ks applicable
for determination of value of ‘any supply', bath fer taxable as well as exempt supply.
Therefare, even if the main supply is exempt by way of any exemption notification,

still, the provisions of Section 15(2) shall be applicable to determine the value of such

“gxempt supply. It would be incorrect to say that the provisions of Section 15(2) are

not applicable for exempt supplies, In as much as, the valuation of exempt supplies is

16
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34,

35,

equally important as that of taxable supplies, as the guantum of reversal of input tax
credit under Section 17(2) of the CGST Act is determined on the basis of the value of
exempt supplies, Hence, the provisions af Section 15(2} are applicable to deterrnine
the value of exempt supplies as well.

In view of Section 15[21(d) of the Act, the penal interest levied for delayed payment
of loan dues/EMI, being an interest/penalty for delayed payment of consideration, is
to be included in the value of loans, which is nothing but interest only. Therefore, the
penal interest so levied by the Appellant would be treated al par with interest,
andany trestment given ta the main consideration [i.e. interest] shall also be equally
applicable to such amount (2. penal interest). Hence, the penal interest would be
exempt from GST under Serial No. 27 of the Notification No. 12/2017-Central Tax
(Rate} dated 28.05.2017.

In any case, the penal interest charged by the Appellant is in the nature of penalty

or liguidated damages for breach of contract, which does not amount to

consideration for any contract, and therefore, there cannot be any supply of

service.

Without prejudice ta the above submissions, in any case, if the penal interest is not
treated as interest on loan, then, the same shall be treated either as penalty or as
liquidated damages for the default committed by the customers, which s not
leviable to tax in GST law.

Under the G5ST regime, the taxable event is the “supply’ of goods or services, The
scope of the term 'supply’ Is provided under Section 7 of the CGST Act, which is
reproduced herain below for reference:

“T. (1) For the purposes of this Act, the expression "supply” includes—

fa) oll forms of supply of goods or services or both such as sale,
transfer, barter, exchange, licence, rental, lease ar disposal mode or
ogreed to be mode for o consideration by o person fn the course or

furtherance of business;

{o) import of services for a consideration whether or nol it the course

or furtherance of business,
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37.

28,

39,

{c) the octivities specified in Schedule |, made or agreed to be made

without a consideration; and

{d) the octivities to be treated as supply of goods or supply of services

as referred to in Schedule 11"

On perusal of the above provision, it can be seen that clause {a), (b) and {c) define
the scope of supply, whereas, clause (d) classifies certain activities specified in
Schedule Il as supply of goods or supply of services. Clause {2) covers all kinds of
supply of goods or services made or agreed to be made for a consideration by a
person in the course or furtherance of business. Clause (k) specifically includes
import of services for a consideration, whether or not in the course or furtherance of
business. Clause (c] expands the scope of supply by including activities specified in
Schedule |, made or agreed to be made without consideration.

It is therefare subrmitted that for an activity ta be treated as 5up|?h.-' under the GST
taw, It has to be carried out for 2 consideration, except those activities specified in
schedule | for which consideration is not necessary. In other words, any activity
undertaken without consideration, except those activities specified in Schedule |,
shall not be treated as ‘supply’, and accordingly, will not be levisble 1o G5T

It is submitted that the present case of penal intersst collected by the Appeflant s
neither a case of import, nar, is covered in the list of activities specified in Schedule |,
Therefore, clause (b} and clause (c) of Section 7{1} of the CGST Act are riot applicable
in the present case. Further, as submitted above, clause {d] is only for the purpose of
determination whether a particular activity is a supply of goods or supply of services
Therefare, it is relevant to first determine whether a particular activity is covered
within the scope of dause (a), (b) or [¢) of Section 7{1) of the CGST Act. In any case,
the penal interest collected by the Appellant is also not covered under clause (d), as
explained in detail In the submissions made below.

In this background, it is necessary to understand whether the penal interest collected
by the Appeliant constitute a supply far consideration under clause (3} of Section
J10 In this regard, it is relevant to refer to the definition of the term ‘consideration’

gnen in Section 2(31) the CGST Act as under:
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"31)  ‘consideration” in refation to the supply of qoods or services or both

includes—

fal any poyment maode or to be mode, whether in money or
otherwize, in respect of, in response to, or for the inducement
of, the supply of poods or seérvices or both, whether by the
recipient ar by any other person but shall not include any
subsidy given by the Centrol Government or o Stote
Government;

(b} the moretary value of any act or forbearance, in respect of, in
response o, or far the inducement of, the supply of goods or
services or bath, whether by the recipient or by any other
person but shall not include any subsidy given by the Central
Gavernment or a State Gavernment:”

Since the above definition is an inclusive one, the meaning of the term
‘consideration’ has to be understood (rem various external aids, including the natural
meaning given in various dictionaries, meaning given ta the term in rulings by various
forums, etc.
It is submitted in this regard that the concept of consideration has been derived from
the Latin phrase "guid pro que”™ which means “something in return for somathing™. It
is a well settled principle that “where there is no consideration, there |s no contract”,
Reference in this regard is also made to the definition of the term ‘consideration”
provided tn Section 2(d) of the Indian Contract Act, 1872, which reads as under:
“When, at the desire of the promisor, the promisee ar any ather persaon hos
done or abstained from doing, or does or abstalns from doing, or promises to
do or to ebstain from doing, semething, such act or obstinence or promise Is

called o consideration for the promise.”

Furthermore, it is submitted that various dictionaries define the term ‘consideration’
a5 follows:

BLACK'S LAW DICTIONARY
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45.

6.

Consideration means something which is of velue in the eye of low, moving
from the plaintiff, either of benefit to the plaintiff or of detriment to the
defendant,

WEBSTER DICTIONARY

samething of value given or done in exchonge for something of volue given or
dare by another, in order to moke binding contract; inducement for o

eonatroct,

Fram the above discussed meaning of the term ‘consideration’, it can be gaid that
consideration would nece ssarily mean “guid pro qua”, lLe. something inreturn, Itisa
benefit which must be bargained for betwsen the parties, and is essential reason for
@ party entering into.a contract, Further, the consideration foF an activity must be at
the desire of the other persan,

However, damages for the breach of contract cannot be treated as a consideration
for any activity. It is submitted that upon breach of contract, the aggrieved party is
entitled to claim compensation for breach of contract. Such compensation is a legal
and statutory right provided under Section 73 and 74 of the Indian Contract Act,
1872, and even without any specific clause in the contract far the damages or
compensation payable upon the breach of contract, the party suffering such breach
nas the statutory right to claim damages or compensation from the party who has
broken the contract.

The provisions of Section 73 and 74 are extracted herein below for reference:

“73. Compensation for loss or domage caused by breach of contract. -

When a controct has been broken, the porty who suffers by such breach is

entitled to receive, from the party who has broken the contract, compensation

for any loss or domage caused to him therety, which naturclly arose In the

uztial course of things from such breach, or which the porties knew, when they

made the cantract, to be likely to result from the breach a f it

74. Compensation for breach of contract where penalty stipulated for, =



q7.

43,

50.

When o controct has been broken, if @ sum is nomed in the contract as the
omount o be poid in cose of such breoch, or if the contract contolns any other

stipufation by way of penalty, the party complaining of the breach is entitled,

whether or not getual domage or foss is proved to hove been coused thereby,

e receive from the porty who hgs broken the controct recsomoble

campensation ngt exceeding the amount so named or, as the cose oy be,

the penalty stipuiated for,

Explanation. = A stipufation for increased interest fram the dote of defoult

may be a stipulation by way of penalty.”

Both, Section 73 and 74, provide for reasonable compensation, but, Section 74 is
narrower in scope and limits the compensation to the extent provided for, or
stipulated in the contract.

It s submitted that the damages in Section 74 may either be in the nature of
liquidated damages or penalty. if the sum stipulated in the contract Is a genuine pre-
estimate of damages likely to flow from the breach, it is called liguidated damages. If
it Is not a genulne pre-estimate of the loss, but an amount intended to secure
performance of the contract, it may be penalty, The guestion whether a particular
stipulation in a contract, is in the nature of penalty has to be determined by the
court against the background af various relevant Factors, such as the character of the
transaction and its special nature.

It is relevant to note that the Explanation to Section 74 (supra), clearly states that a

stipulation for increased interest from the date of default may be a stipulation Ly
way of penalty.

In the present case, the Appellant lends money to the customers with one of the

canditions in the loan agreement that the custamers shall make timely repayment of
foan instalments on the due dates as per the repayment schedule, and In case of any
cefault, the Appeliant shall be entitled to charge penal/default interest far the period
of default at the specified rate. Therefore, upan default in payment of the
instalments, the Appellant shall be entitled to receive damages stipulated in the

tontract in accordance with Section 74 of the Indian Contract Act, 1872,
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The Explanation to Section 74 (supra) directly covers the case of penal interest,
wherein, higher rate of interest is charged from the customers from the date of
default, so as to deter the customers from making such default in future. Therefore,
looking from this angle, the penal interest charged by the Appellant may be treated
as penalty for the breach of the contract. In any case, if it is held to be not panalty,
then, the same shall be treated as liguidated damages.

Therefare, in view of the above discussions, It Is submitted that the penal Intarest
eharged in the present case shall be treated either as penaity or figuidated damages
Infact, the Ld. AAR has also accepted the submissions that the penal interest is in the
nature of penalty. Therefare, in this background, it is relevant to understand whether
the amounts recovered in the nature of damages or pe nalty amounts to supply. The
same has been explained in the submissions made herein below,

It is submitted that payment of liquidated damages or panalty is nat 2 consideration
for any supply, as they are merely damages for the breach of contract, It is submitted
In this regard that the stipulation for payment of damages upon breach of contract
does not constitute a separate contract; it is a part of the ariginal contract only. The
payment of damages arises on account of breach of the primary contract, and it
would be an incorrect interpretation to say that such payment is a consideratian for
any ather contract.

Without prejudice to the submission made in Para 8.13 above, in the present CAse,
there is only one contract between the Appellant and the borrower, which is the
agreement for loan, for which consideration is payable by the barrower in the form
of interest. The penal interest is payable by the barrower, only upon tha breach of
conditions of the same contract, and therefore, such payment doas not constitute a
second contract. Therefore, the payment of penal interest by the barrewer cannot
be treated as 3 consideration either for the primary contract of loan, or for any other
cankract.

In view of the submissions, it is submitted that the penal interest ic merely damages
for the breach of contract, and therefore, the same cannot be treated as 3
consideration. Hence, in the absence of any consideration, the penal interest
collected by the Appelfant do not amount to 2 supply under Section 7 of the CGST

Act, and therefore, the same shall not be leviable to GST
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The Ld. AAR has fallad to consider the sbove subrmissions, and has proceeded on the
presumption that the penal interest |5 cansideration far the toleration of the default
committed by the borrowers. However, as explained above, the penal interest is
naothing but damages for the breach of contract committed by the borrowers, and
such damages do not constitute consideration for any supply. Further, the said
breach does not constitute toleration of act, as explained in detail in the submissions
made in below.

Penal interest collected by the Appellant for the breach of contract by the

customer, is not covered under the ambit of clause [e) of Entry 5 of Schedule Il to
the CGST Act.

As submitted abowve, clause (d) of Section 7{1) of the CGST Act states that the
activities specified in Schedule Il shall be treated as supply of goods or supply of
services. Without prejudice to the above submissions, that the penal interest
eallected by the Appellant do not amount to consideration for any supply, it s
submitted that even such amount dozs not fall under the ambit of activities specified
in Schedule It to the CGST Act,
The Ld. AAR in the impugned AAR order has held that the default cammitted by the
berrowers by way of delay in payment of EMI/ instaliment iz being tolerated by the
Appellant and is therefore covered under clause [e) of Entry 5 of Schedule |l to the
CGOST Act.
Far the sake of referance, the abave said entry is reproduced herein below:

5. Supply of services

The following shali be trected os supply of services, namely:

{e) ggreeing to the obiigation o refroin from an act, or Lo tolerate on oct

or o situotion, or to deon act; and”
It 15 submitted that the Ld. AAR has misinterpreted the above clause to allege that
any act of tolerating would fall under the ambit of the sald clause. The correct
interpretation of the law would be to read the abowe said clause as under:
(i}  agreeing to the obligation to refrain from an act:

(i}  agreeing to the ohligation to tolerate an act or situation:
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{lil}  agreeing to the abligation to do an act,
It is submitted that the expression “agreeing to the obligation” is a prefix te all the
three entries, viz. ‘to refroin from an act!, to tolerate on act or a situation’. end “to
do an act’, Therefore, to attract the above said tlause, there must be an agreement
to the obligation in respect of any of the three entries. In other words, the act af
tolerance reguires the wilful agreement of certaln situations wherein the party
agrees to suffer or restrain from doing semething for some pre-fixed consideration.
In the prasent case, there is no agreament between the Appellant and the borrower
to tolerate the default committed by the borrowers. The only agreement between
the Appellant and the borrower is in respect of agreement for loan, for which
consideration is payable by the borrower in the form of interest. Tha penal interest is
payable by the barrower, anly upan the breach of such contract, and therefare, such
payment does not constitute a second contract.
However, the Ld, AAR has erroneously recorded various findings in the impugned
AAR order that the loan agreements entered into by the Appellant with the
customers provide that in case of any breach as mentioned In agreement, the
Appellant would tolerate the same subject to receipt of consideration in the form of
penal interest in return,
The above findings of the Ld. AAR are completely erroneous, in as much as none of
the clauses in the loan agreements entered into by the Appellant with the customers
provide that in case of any breach, the Appellant would tolerate the same subject to
receipt of consideration in the form of penal interest in return, As submitted in the
ground above, the penal interest is only in the nature of liguidated damages or
penaity payable by the borrowers for the breach of the terms of tha lean agreement.
Such penal interest does not amount ta consideratian for any supply
It is further submitted that the above said clause 5(e} of Schedule Il uses the word
‘obligation’. Therefore, it is important to understand the meaning of the said term to
give correct interpretation to the entry. The said term has not been defined in the
GST law, therefore, reference & being made to the meaning given to it in other

statutes, and its dictionary maaning, as under:

* Section 2{a} of the Specific Relief Act, 1963:
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"Obligation™ Includes every duty enforceéable by low,

Commentary on Section 2{a) of the Specific Relief Act, 19563, by Pollock

EMulla, ot Pg. No. 1837 of Valume i, 14" Edition, reads as under;

“Clause (a): Obligation

An obligaotion is a bond or tie, which constrains o person to do or

suffer something; it implies o right in_another person to which it _is

correlated, and it restricts the freedom of the obligee with reference to

definite acts and forbearances; but in order ta be enforcéable, if must be an

obligation recognised by taw; and naf merely o moral, social ar rehgious one.
An obligation may not be g legaf one, where it connat be reduced te o money

virlwe; leqal obligation includes every duty enforceable by low so that when

a fegal duty is imposed on the person in respect to another, the other is

invested with a corresponding legal right. This definition is used in its wider

juristic sense as covening duties ansing ex contracty or éx delicto, and may

cover any other enforceoble duty under any statute.”

Black’s Low Dictionary:

“Ohbligation, (n.)

1.A leqal or moral duty to do or not do something. & The ward hos many

wide and varied meanings. It moy refer te onything that a person is bound to
do or forbear from doing, whether the duly is imposed by law, controct,

promise, social relotions, courtesy, kindness, ar marality.

2. A foimal, binding agreement or acknowledgement of a liability to pay o

certain amownt or to do a certoin thing for a particular person or set of

persons; esp., o duty arising by contrect.

3. Ciil law. A legal relgtionship in which one person, the obligor, s bound to

render o performance in fovor of another, the obllgee ™

Oxford Dictionary:

“obligation »n
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1. @n act or course of action to which a person _is morally or legoity bound. =

the condition of being so bound.
2. a debt of gratitude for o service or favour.”

In view of the above, it Is submitted that the word "chligation’ can be understood to
be an act or course of action to which a person is morally or legally bound. it is a
bend ar tie, which constrains a person to do or suffer something and it im plies a right
In ancther person to which it Is correlated, As defined in the apecific Ralief Act, 1963,
‘ebligation’ includes every duty enforceable by law, so that when a legal dury is
imposed on the person in respect to ancther, the other |5 invested with a

corresponding legal right. Therefore, an obligation comes into existence, only when

there s a duty or 3 liability on_the person making the obligation, with a
corresponding right to the ather person to enforce such ohligation.
However, in the present case there 15 no obligation upon the Appellant to tolerate

n act of non-payment or delayed paymen the borrower, in as much as, neither

the Appellant has any duty or liability towards the borrower, nor the barrawer has
any right on the Appellant. The payment of penal interest neither obligates the

Appellant not to take any lepal action against the borrower, nor the barrower gains
any right to sue the Appellant for any legal action taken by the Appellant. On the

contrary, the borrower is under the contractusl obligation to make timely repayment

of the loan Lo the Appellant, and upan the breach of such obligation, tha Appellant Iz
legally entitled to recover damages for such breach and also sue the borrower for
such breach,

It is further submitted that a sum which is payable in pursuance of 3 contractual

obligation is different from a sum payable en a breach of contractual oblipation.

Therefare, the penal interest payable by the borrower on breach of its contractual

obligation cannot be trested as 3 payment for any obligation on the Appellant

towards the borrower,

In view of the above discussion, it is submitted that in the absence of an agreement

By the Appellant to any ebligation to tolerate an act of nen-payment or delayed
payment of loan installments by the borrowers, the mere recavery of penal interest
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T3,
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for breach of the cantract does not constitute a supply of service by the Appellant to

the borrower,

It is therefore submitted that the findings of the Ld. AAR that the Appellant has
tolerated the act of default of the borrower which falls under clause 5{e) of Schedule
I, is based on an incorrect interpretation of the law, without considering the
meaning of the expression ‘agreeing ra an obligetion’ used in the said provision.
Hence, the impugned AAR arder holding that the penal interest is consideration for
talerating by the Appellant is bad in law and i3 liable 1o be ot asde.

Even Internationally, the damages for breach of contract are not taxed.

It is further submitted that internationally, the damages recelved by way of
compensation for termination or breach of a contract are not treated as a supply and
therafore not subjected to GST/VAT lewy.
In Australian Law, the GST is levied on supply under ‘4 New Tax System (Goods and
Services Tax) Act, 1999°, The term ‘supply’ is defined under Section {10} of the said
Act, Clause (g} of sub-section (2} is porimateriathe provisions of clause {e) of Entry 5
of Schedule Il to the CGET Act, which reads as under;

"8-10 Meaning of Supply

(1) A supply Is any form of suppiy Whalseever,

(2] Without limiting subsectian (1), supply includes ony of these:

(g} an entry into, or release from, an ebligation:
{1 to do anything; or
fii) to refrain from on oct; or

{ifif  totolerate on oct or situation.”

In the above context, reference is made to GSTR 2001/4, issued by the Australian Tax
Office [ATO), explains the GST treatment of court orders and out-oficourt
settiements. In the said ruling at Para 73, it has been clarified that the damages are
the maost common form of remedy arising out of the termination or breach of
contract. The damage, loss or injury, being the substance of the dispute, cannot in
itself be characterized as a supply made by the aggrieved party, This is becausa the
damage, loss or Injury iIn itself does not constitute a supply under the provision of
Australian 5T,
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It is pertinent to bear ir mind that the definition of “supply” under the Australian
G5T legistation Includes within its ambit "an obligation to tolerate an act” Thus,
when the aforesaid GSTR namely GSTR 2001/4 states that payment of liguidated
damages is not towards any supply, It is reasenable to conclude that the GSTR has
also considered the clause "an obligation to tolerate an act”. In other words, the
GSTR impliedly concludes that the acceptance of liguidated damages does not
amount Lo talerating an act and hence would not fall within the ambit of "supply™ for
the purposes of GST.

similarly, reference is alse made to GSTR 2003/11, pertaining to ‘payment on early
termination of a lease of goods’, It has been clarified therein that a payment received
to compensate the lessor for damage or loss flowing from early termination as a
result of a default by the lessee js not consideration for a supply, even though the
lessor brings the lease to an end by exercising the right to terminate the lease. The
Ruling further provides that in such cases, there will be no taxable supply because a
payment for genuine damages, which is not consideration for any earlier ar current
supply, cannot be said to be made in connection with any supply. The lessor merely
exercises his right to terminate and the payment is In the nature of damages for the
lessea’s breach of the lpase which gave rise to the lessor's right to terminate. Thus, in
the above Ruling issued under Australian GST, it has been clarified that mere
payment of an amount under a damages claim is not a ‘supply’ and hence, GST is not
payable on such supplies.

Further, reference is made to 65T Determination No. 2005/6 which has been issued
to answer the question as to whather a club, association, trade union, society or co-
operative (referred to as “association” in the Determination} makes a supply when it
imposes a3 non-statutory fine ar penalty on a member for a breach of the
assoclation’s membershio rules. The sald GSTD clarifies that there is no supply made
by an association when it imposes a fine or penalty on its member for a breach of its
memberchip rules, and the payment of the fine or peralty is therefore not a
cansideration for a supply and hence not feviable to GST. It has been clarified in the

above G5TD that if the true nature of fine or penalty is a punishment and/or to act as
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a deterrent, it does not accord with that nature to suggest that there is a supply to
the member in return for its payment.

Reference is also made to the New Zealand case 565 (1996) 17 NZTC 7408, wherein
it has been held that an assaciation, in accepting the payment of fine or penalty,
does not enter into an obfigation with the particular member to tolerate the
misconduct, but rather is fulfilling its obligation to all members te enforce the rules.
The member does not gain rights additional to those which are already enjoyed by
virtu= of being a member. That is, upon payment of the fine or penalty, the member
continues to enjoy the same rights and privileges and it follows that the association is
required to continue to provide the benefits of membership. In this sensa, it cannot
be said that the association 'makes’ a supply where it already has a pre-existing
abligation 1o continue to provide the benefits of membership

Reference is further made to the decision of the European Court of Justice in the
case of SocieteThermale v. Ministere de 'Economie [2007] 5.T.1 1866, Celex No.
BO5J0277, wherein the Issue was whether a sum paid as deposit in a contract related
to the supply of hotel services was subject to tax or nat. The Court held that where
the client exercises the cancellation option available to him and that sum was
retained by the hatelier as a fixed canceilation charge paid as compensation for the
loss suffered and which has no direct connection with the supply of any service for
consideration, it was not subject to tax.

Further, in a decision of the Court of Appeal (UK} in case of M/s.Vehicle Control
senvices Limited reported at (2013) EWCA Civ 186, it has been cbserved that
payrnent in the form of damages/penalty for parking in wrong places/wrong manner
i5 not a consideration for service as the same arises out of breach of contract with
the parking manager.

In view of the above discussed rulings, the Appellant would like ta submit that the
very purpose of liguidated damages [ penalty is to restitute or make good, the loss
incurred by a person because of a default, nen-compliance, etc. of the cther person.
Such liquidated damages/penalty may be in relation to somea ather supply of service
or goads which would have a separate consideration and would be subject te certain
terms and conditions between the borrower and the Appellant. When such terms

and conditions are not fulfiled, the defaulting party is cbligated te make good the
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loss by paying liguidated damages. Such liquidated damages/penalty cannot itsell
become consideration for continuing with the main supply of service/poods by
terming the same as towards tolerating the acts of the defaulting party.

Thus, liguidated damages/penalty are meraly for making good the loss suffered by a
contracting party due to breach of terms of the contract by other contracting pa rey.
There is no additional benefit given under the main contract of supply of service, in
return for the liquidated damages/penalty.

The ratio laid down in the above discussed rulings shall be equally applicable for
determining the taxability of penal interest in the present case, a3 the pravisions of
Entry S{e) of Schedule |l to the CGST Act are similar to the GST/VAT laws of other
countries, and the scope of ‘supply’ in such laws is wide enough to cover an
obligation to tolerate an act or situation,

Hence, by applying the above rulings, it can be concluded that the penal interest
collected by the Appellant in the present case, being penalty/liquidated damages for
breach of contract, are not taxable, as the same does not amount to consideration

for any supply.

Personal Hearln

A personal Hearing in the matter was conducted on 07.03.2019, wherein Shri Sandeep
Sachdeva, Advocate, representztive of the Appellant, reiterated their written
submissions. Shri Harshalkotale, Dy. Commissioner of State tax, appearng as
Jurisdictional officer, refterated the submissions, which had been made eariier befare

the Advance Ruling Authority
Discussion and Findings

We have gone through the record, the facts of the case and have also taken on record
the written and oral submissions made by the appellant as well as by the depariment,
We have also pone through the impugned order issued by the Advance Ruling
Authority, according to which the guantum of penal charges / penalty defined in the

loan agreement is being collected by the Appellant for the reason that the customers

“chave defayed the payment of EMI and the Appellant has tolerated the said act of the

defay in payment in lieu of such penal charges / penalty, thereby, such act of the
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Appellant falls under 5r. MNo. S{e) of Schadule |l to the CG5T Act. According to the said
order of the Advance Ruling Authority, the penal / penalty collected by the appellant is
also not covered in exemption under Sr. No. 27 of the Natification No. 12/2017-
Central Tax [Rate) dated 28.06.2017 as it is over and ahove the interest amount
recelved by the appellant on account of extending deposits, loans, advances in so far
as the consideration is represented by way of interast or discount. Thus, the Autharity
for Advance Ruling held it as a supply as per Sr. No. 5(e) of Schedule Il to the CGST Act.
The Authority for Advance Ruling also relied on the loan agreements between the
Appellant and the customers, which define the penal charges as overdue charges for
nan-payment en due dates. The definition nowhere mentions that the said charges are
additional interest costs to be incurred by the customers, The clauses of the loan
agreement show that the Appellant itself is treating the Penal Charges collected by it
as “Penalty”. The contention of the appellant that the amount of overdue loan
installments amounts to a new loan transaction, is also held as fallacious and devaid of
merits, as the rate aof interest of loan advanced and the rate at which the penal
charges are collected on the <o called new loan amount {i.e. the defaulted EMI) are

different.

On perusal of the abava, the issue before us, to decide, Is whether the penal charges /
penalty collected by the Appellant from their borrower customers who have defaulted
EMI and delayed the payment of EMI, is for tolerating any act as envisaged under the
entry 5 (e] of the schedule 1l to the CGST Act, 2017, er is in the nature of additional
interest, and therefore, covered under the entry 27 of the Notification Mo, 12/2017-

Central Tax (Rate) dated 28.06.2017 and not subjected to GST lewy.

To decide this issue, we have closely examined the copies of the agreements placed
before us and we find certain clauses are necessary in order to determine the nature
of charges collected by appellant for delay in payment of EMIL The relevant extract of
clauses of a sample aute loan agreement in respect of penal charges is reproduced

below for ease of reference:



1. Definitions ond abbrevigtions:
g. "Defoult Interest” meons interest levied by BFL from the due date till

povment on happening of any event of Default as set out in clouse 3 [iv) of this

OOreement,
g. “Pengl Chorges” mean gnd include over-due charges on non-povment of
instaliment on the due date.

3. The Borrower agrees ond canfirms that!
(v} BFL is entitled to levy pennlty as follows on default:

{b) far continuing non-payment of amount due, o penalty not exceeding 3% per
month on amownt due calculated on pro-rota basis from due date till actually

paid as per clouse B of the schedule,

16. In respect of ony deloyed payments, without prejudice to oll other rights of BFL under
this ogreements.
.. OFL shall be entitled to recover o sum described in ‘A&B’of the schedule

SCHEDULE FORMING PART OF AUTO LOAN AGREEMENT

A

8. Penal Charges o. Bounce Charges ...
b. _For continwing of non-popment of omound due;, o

penalty not exceeding 3% per month on amount due

colculated an pro-rate bhasis from due date NI actually

poid ns per clawse B af the schedule.

From the nomenclature adopted by appellant, it is evident that the agreement
between appellant and customers has clearly defined the terms therein-and the terms
‘Default Interest’, ‘Penal Charges' and "Bounce Charges’ are defined separately and
therefore are exclusive of each other. A further reference to the clause 16 and
SE}:IEdLﬂE' referred therein shows that the appellant recovers the charges for delay in
pa:.,;"ment of EMI and for centinuing of non-payment as a penalty not exceeding 3% per
month on amount due calculated on pro-rata basis from due date till date of actual
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payment. In clause 3 {iv] of the agreement also the appellant mentioned that he is
entitled to recover the penalty as above in the evant of default and delay in payment
of EMI. Thus, it is evident that although the agreement between appellant and
customer has defined separately the terms 'Default Interest’, ‘Penal Charges' and
‘Bounce Charges’, but they are exclusive and what appellant recovered or recovers
from his customer is only the penalty for delayed payment of EMI under the term
‘Penal Charges’. Therefare, we are aleo of the opinian that the penalty recovered by
the appellant does not get covered by the term ‘penal interest’ as used by the

appellant in his grounds of appeal, as per seit is not interest but it is penalty / penal

charges.

80. Though, it Is an undisputed fact that the Appellant is an NBFC which is engaped in
providing various types of loans to the customers the interest on loans have been kept
outside the levy of GST, under Serial No. 27 of the Natification No. 12/2017-Central
Tax (Rate] dated 2B.06.2017. The above said entry 27 of Motification is reproduced
herein balow:

st Chapter, Section, | Description of Services . Rate | condition

No. | Heoding, Group or | {per cent.)

|

Service Code I

(Tariff)
1) |2 3} = (4) (3)
27 | Heading 8571 Services by way of— Pl Nl
fa) extending deposits, loons or

advances in so  for as  the
censideration is represented by woy of
interest or discownt

[other than interest involved in credit

cord services);

I view of the above, it is evident that services of providing loans are exempt, in so far

a5 the consideration of the said services is reprasented by way of interest, The term
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91.

9.

‘Interest’ has been defined under clause (zk} of para 2 of the above said Notification,

which reads as under:

“[zk) “Interest” means interest povable in any monner in respect of ooy _moneys

borrowed or debt [ncurred (including o depasit, elaim or other similar right or
obligation) but does pot include any service fee or other charges in respect of the

moneys borrowed or debt incurred or in respect of any credit facility which bas not

been utilised:”

We have observed that when the term "means" is used while defining an expression, it
gives a restrictive meaning to the expression defined. There = no doubt that the
definition is not inclusive of specifically mentioned therein service fees or other
charges. The agreed amount payable by the borrower for defay in payment of EMI
cannot be characterized as ‘interest payable in any manner’. The penalty / penal
charges recovered by the appellant for delay in payment of EMI are thaugh in respect
of money borrowed by the customers, get covered by the term other charges used in
the sald definition. This further proves that the intention of the legislature is to
exempt only that ‘Interast’ which is covered under term “interest’ defined in clause 2
{zk]. In view of the above background, the penalty / penal charges charged/collectad
by the appellant does not qualify as "interest”, thereby do not gualify for exemption

under entry 27of the Notification No. 12/2017-Central Tax (Rate) dated 28.06.2017,

The appeilant while relying on various judgments contended that any consideration
received in lieu of or for the use or retention of a sum of money or ather property
belonging to another is nothing but interest only. And, interest when considered in
relation to money denotes the return or consideration ar compensation, and any
amount repaid over and above the principal sum of money is interest only. In this
connection, we are of view that the term 'interest’ is defined in the notification and
the settled position ef law in this regard is that it is open to the Legislature to define
words and, if the Legislature has defined it, one cannot go by the meaning in common
parlance or what may be called as its “naturzl meaning”. In case the term has not heen
defined in the Act, then It can be construed in its common parlance as it is understood.
Further, Hon. Apex Court of India in many cases held that different statutes may use

the same term for different purposes. Atarmor a word may be interpreted in

14



53,

a4,

the statute jtself for fulfilling the purport and object mentioned therein whereas in
another statute it may be defined differently. Interpretation of a term in one statute,
however, cannat be done with reference to its definition contained in another. In view
of this,the reliance placed by appellant is sald to be is misplaced. On the other hand,
we hawve to strictly abide by the meaning given to it by the Legislature, as in the
present case. The definition provided in cdause 2 {zk} of the notification

defines interest only to mean interest in_respect of any moneys borrowed or debt

Incurred but does nat include ony other charges in respect of the moneys borrowed or

debt incurred. Hence, we cannot give it an extended meaning a: cantended by the
appeilant.

A perusal of the method of calculation fumished by appellant shows that it is
calculated on the entire due amount of EMI, induding intérest already included
therein EMI. But, as claimed the interest cannat be levied on interest, but only penalty
can be levied on the interest not paid within the due date prescribed for it. The real
substance of the transaction is that the payment of penalty / penal charges is on
account of the failure of the customer to adhere to the canditions of repayment of
EMI as stipulated in the Agreement. Thus, the nomenclature provided in the
agreement is not the enly deciding factor to construe it as penalty / penal charges, bul
the nature of it as defined in agreement is impartant- the nature being that the
appellant is entitled to recover and the borrower agreed to pay it. One of the
important test to determine whether the lewy Is penal in natureis tosee whether it is
far the non-compliance of provisions and if any criminal lability or prosecution is
provided, the levy is surely penal in nature, The said tesl is surely passed by the
penalty / penal charges in the present case as consequences provided therein
agreement for non-compliance of it may be prosecutlon under the Negotiable
Instruments Act. Hence, the penalty levied by the appellant cannot be termed as

‘additional interest’ but are penal charges.

The Appellant have also relied upon the various overseas rulings, viz. UK VAT Motice
701/49, GSTR 2001/4, GSTR 2001/4, GSTR 2003/11, G5T Determination No. 2005/6,
1o substantiate their contention that the charges for deferment of payment are

treated as consideration Tor exempt supply of credit. As regards these intermational
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96.

ruling pronounced in overseas countries, we are of the view that the aferementioned
rulings cited by the Appellant are not binding on us. We have interpreted the entire
Issue on the basis of the provisians laid out in the CGST Act, 2017,

The Appellant have, inter-alia, contended on the Bround that, in view of clause {d} of
sub-section (2) of Section 15 of the LGST Act, any interest or late fee or penalty
charged/levied or collected for delayed payment of any consideration for a supply,
shall be includible in the value of the ssid supply. Therefore, the penal charges /
penalty so levied by the Appellant would be treated at par with interest, andany
treatment given to the main conswderation {ie, interest) shall also be equally
applicable to such amount (i.e. penal interest). Hence, the penal interest would be
exempt from GST under Serial No, 27 of the Motification No. 12/2017-Central Tax
(Rate) dated 28.06.2017. In this regard we are of view that what is exempted vide
above netification is the interest as construed under definition provided in the said
notification. By abiding to the correct interpretation of term ‘interest’ as discussed
herein above, the penal charges / penalty being not construed as interest, will not
qualify for such exemption The provisions of clause {d) of sub-section (2] of Section 15
of the CGST Act would apply in these cases whare interest is not defined separately
anywhere else in a specific contaxt. A ‘eparate carving oul of the waord 'interest’ In the
netification in the context of this case sets it apart from drawing o general meaning

from Section 15.

Having rejected the above contention aof the appellant, the true nature of the 155ue has
to be seen now in the light of the entry 5 {e} of the schedule 11 to the CGST Act, 2017.
Therefore, we will go through the entry 5 {e) of the schadule || to the CGST Act, 2017,

which has been reproduced herein und er;

“le) agreeing ta the ohiigation to refrain from an oct, or to talerate on act or a
situagtion, or to do on acr”
In the instant case, the Appellant enters into foan agreement with the borrower. On
perusal of the sample agreement, it is observed that it cantain: specific clauses
namely ‘Events of Defaults’ and ‘Remiedies in case of Defaults'. The relevant portion
of these clauses from sample auto loan agreement are reproduced herein balow:

3'5.-&&:1:; of Defauits:

o

36



g7.

A defoult shall be deemed to hove been committed if the borrower does nat comply

with its obligotion covenants contained in this agreement, and also if;
a. Any defoull shall have occurred in payment of Manthly lnstallment gr any

port thereof and / or in payment of any omount due and payable to BFL in

ferm 5 ggreement ...

28, Remedies for Defauilt:

The following are without prejudice to the other s glso to gther rights and

remedies under low or in enguiry or under this agreement:

a. BFL bas full right to recall the entire loan and proceed against the borrower,
b. In cose of defouit by regson of POCs, ECS Mondate / ADM J any other

electronic or other clearing mandote transaction being dishonered, BFL shall

initiate legal proceeding under section 138 of the Negotiable lnstrument Acl
1881 for dishonor of cheques Gsued by borrower or under Poyment and
Settelement System Act, 2007,

c. BEL shall be entitled to toke possession of the product without prejudice to
any other remedy avallable with BFL ...

Fram the above referred clause 25 of the agreement it is clear that the default in
payment of EMIs is hereby deemed to be default under the provisions of agreement
entered between appellant and customers. From the above referred clause 26, on any
default or breach of the agreement the remedies available with the appellant are
gither te recall loan or cancellation of agreement, initiation of legal proceedings under
Nepotiahle Instruments Act or as the case may be under Payments and Settlement Act,
taking possession of the produet, etc. However, the appellant instead of taking
recaurse to the remedial provisians in the agreementitself is telerating the act or the
situation of delay in payment of EMI by customers, by impasing / recovering penalty a5
envisaged under the terms of the agreement. Hence, such an activity of tolerance of
situation of delay in payment of EMI is adequately covered in the second expression
provided therein above said clause 5 {e] of Schedule Il Such a tolerance of an activity
of delay in payment is against the agreed consideration and it is in the form of penal
Fl?ffges. / penalty as discussed herein before para 4. It is agreed between appellant
anﬂ borrewer/ customer that in case any delay has occurred, the Appellant is entitled

to recover the penal charges fpenalty from such defaulting borrowers. Thus, from the
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language of the abovementioned clause, it is adequately clear that there is mutual
dgreement between the Appellant and the borrower. Thus, here it can be said that the
Appellant have tolerated an act or situation of default by the borrowers, for which
they are recovering some amaunt In the name of the penal charges / penalty, Hence,
such activity of tolerance is against consideration. As regards the contention of the
appellant that there is no separate agreement, we are of the view that though there is
no separate agreemaent between the Appellant and the barrower, for the said act of
tolerance of the delay by the borrower, there i clear provision lald cut at entry 3 {a) of
the above discussed agreement, in this regard, in the loan agreement itself which
clearly proposes the remedy available far the default by the borrower. Thus, this
argument of the Appellant is devoid of any rationale or merit, and hence is nat worth

cansidering.

The appellant further contended that it is relevant to first determine whether a
particular activity of the appellant is covered within the scope of clause (@), (b)or |c]) of
Section 7(1) of the CGST Act as the Clause (d)anly provide to treat said activity as
either supply of goods or as the case may be supply of services. The appellant has
made this submission with reference to the provisions of scope of sopply, the
appellant submitted that the clause (al, (b) and (c) of section 7 of CGST Act define the
scope of supply, whereas, clause [d) classifies certain activities cpecifled in Schedula 11

as supply of goods or supply of services. The said section is reproduced herein balow:

"inclides:-

fol all forms of supply of goods or services or both such os saie, transfer, barter,

gxchange, licence rentol, lease or disposal made or agreed to be mode for o
corsideration by o persan in the course or furtherance of business;

(b) import of services for o consideration whether ar not in the course or furtherance
of business;

{c] the activities specified in Schedule | rmode or anreed to be made without o
consideration; and

[althe activities to be treated os suonly of oods or supply of services s referred toan

iedule i
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100.

101.

From above said scheme of scope of supply it &5 evident that Clause (a8} covers all
kinds of supply of goads or services made ar agreed ta be made for a consideration
by a persan in the course or furtherance of business, The wording provided in Clause
{a} start with "all forms of supply such as .." It means that the form of supplies
enlisted there in as an example and it is inclusive of all other than those of enlistad
Clause (b) specifically includes impaort of services for a consideration, whather ar not
in the course or furtherance of business. Clause |c) expands the scope of supply by
including activities specified in Schedule |, made or agreed to be made without
consideration,
Whereas, Clause (d) of the section 7 {1) of the CGST Act is very clear and provides for
inclusion of activities enlisted in Schedule Il 1a be treated as supply of goods or as the
case may be supply of services in the scope of supplies. Schadule It of the CGST Act
provides the list of activities to be treated as supply of goods or services. The Clause
lal of section 7 (1) covers in its scope all forms of supplies for consideration,
irrespective of the fact that such activity is be treated as supply of goods or supply of
services by virtue of Clause (d) of said section 7 (1), Clause 5 [e] of the Schedule || of
the CG5T Act includes the activities to be treated as services and it covers the VEry
activity in the form of expression “to tolerate an act or a situation” and thereby an act
of tolerating delay in payment of EMI is brought inte ambit of supply by treating it as
supply of services. There shall not be confusion in the mind of anyane that legistature

intentionally breught this activity of tolerating an act in the scope of supply of tervices.

As explained herein above paras the appellamt received the consideration and
tolerated the act or situation of delay in payment of EML In view of these facts
the harmanious and purpasive interpretation of the above referred Clauses under sub-
section (1) of Section 7 of CGST Act is that they are dependent upon the other and
conjoint reading of Clause (d) and (2] of the section 7 (1) remave all clouts of doubt
and make it absolute clear that such an act af tolerating defay in payment of EMI |s

nothing but supply as mandated under Section 7 of the CGST Act,

the Appellant has repeatedly submitted that the penal interest recovered by them
from their borrower cannot be considered as consideration, as the same |s not

recelved by them for supplying any specific service ta the barrawers, It is rather in
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nature of damage or campensation for the loss incurred to them on account of the
delay by the borrower and the borrower is under the contractual abligation to pay the
said amount, As regards this contention of the Appellant, it is opined that as long as
the Appellant is tolerating the delay in payment by the barrower, this act of tolerance
would be construed as supply of service in terms of the provisian of Section 7 (1) (a) of
the CGST Act read with the entry 5 (2} of the Schedule Il to the CGST Act, 2017, The
bounce charges are recovered by the appeliant for tolerating the act of delay and it is
nothing but consideration. It is clearly frem the meaning of the “consideration”
provided under Section 2(31) that it includes the impugned charges. The definition is

reproduced herein:-

. "considergtion” in relation to the supply of goods or services or both includes—

fal gay poyment made or o be made, whether in money or gtherwise, in respect
of, in response to, or for the inducement of_the supply of goods or serwices or hoth,
whether by the recipient or by any other person but shail not include any subsidy

given by the Centrol Government or o State Government;

(bl the monetary value of any oct or forbearance, in respect of, in response to, or

for_the inducement of. the supply of goods pr services or both, whether by the

recigient or by any other person but sholl not include eny subsidy given by the Central

Government or o State Government:”

The consideration also includes the manetary value of any act or forbearance, in
respect af,in response to, er far the inducement of, the supply of goods or services
or both, Here, the bounce charges recovered by the Appellant from their borrower
can be canstrugd as the monetary value of the act of the tolerance from the side of
Appellant in the case of default by the borrower, Thus, this argument of the
Appellant is not tenable.

102. The appellant has also contended that the clause (e) of Entry 5 af Schedule Il to the
CGST Act can be made applicable only when thers is 2n agreement to the obligation to
tolerate an act or situation, and the word ‘chiigation’ implies 2 duty ar a liability on the
person making the obligation, with a corresponding right to the other person to
anforee such obligation, Howewver, there is o abligation upon the Appellant to

]
talerate the act of non-payment or delayed payment by the borrower. The payment
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ofpenal interest neither obligates the Appellant not to take any legal action against the
berrower, nor the does the borrower gain any right to sue the Appellant for any legal
action taken by the Appellant. In this respect the appellant in his grounds of appeal
has also submitted that the Ld. AAR has misinterpreted the above clause 5 (e} of
Schedule Il and interpretation of dlause 5 [e] submittod by Appellant in this regard is
that it shall be read as under: '

i) agreeing to the obligation to refrain from an act;

(if) agreeing to the obligation to tolerate an act or situation:

[iil}  agreeingtathe abligation to do an act.

Being, the expression “ogreeing to the chligation” is a prefix to all the three entries.
We believe that the here the appellant has tried to play with words and coined a new
theory of interpretation the law. In cammon parlance the prefix isa group of letters
placed before the root or stem of 3 word or part of a word that is placed at the
beginning of another word to cha nge its meaning. By this logic prefix cannot be said as
group of words as stated in submission by appellant. However, the construction of the
clause 5 (e] of the Schedule 1l is very clear in regards to separate expressions
mentioned therein and separated by semicalon. It is evident fram the construction of
the said entry that it contains three expressions and that all three expressions namely

“agreeing to the abiigation to refrain from on oct; or to tolerote on aef pr a situation,

or to do ap gct” are separated with semicelon followed oy ward *or”, It shows that

semicalan and “or” separates the above said three expressions showing that they are
nol inextricably connected. Therefare, the theory of interpretation colned out by the
appellant by conneeting group of words of first expression "ggreeing to obligation”

with rest of two expressions is not the corrpct legal interpretation,

The relevant extract of Hon, Supreme Court judgment in the case of PIL of Shri.
layantVerma Vs, Unlon of Indis, dated 16/02/2018 related to the expressions

separated by semicolon is as under:

“We ore afroid we cannot aaree for severol regsons,

Frstly, purely gremmatically, o _semicolon seporotes the two gxpressions showing

thot thev are not inextricably connected. ... Enfry 5. List W deals with seven

compietely different subjects, all banded together wnger Entry 5 and sepgrated by
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semicolons, making it elear that each subject matter is seporate ond distingt from

what follows each semi

The first expression “ggreeing to the obligation to refrgin from” s followed by

‘semicolon” and ward ‘o’ itsell indicates that the legislature intended to read these
expressions separately in a disjunctive manner. This has been discussed by the Hon,
High Court of Kerala in case of Mr. Vincent Mathew Vs, LIC of Indla dated
15/01/2013. The relevant portion of said judgment is as under:

_'T._..,-.ED'!.- what 5 mare refevant ond crucig! for the purpose of deciding the issue is

that each of the eoriier clouses viz., (o) to (bbb) ends up with semicolpn. It ic 1o be

noled thot semicolon () is o punctuation mark indicating a_greater degree of
separation than the 'comma’ and it is being used to seporate parts of @ sentence. it Is
also worthy to note that in addition to semicalon, the conjunction 'or’ is alsa used

immediately after semicolan. Thus, the very syntax of the proviso to Rule 44{1) of the

Act carrying different clauses would reveal that the clugtion temicolon’ and the

confunction ‘or' are used in_between the clouses carrying different efiqibility criterio
for renewal commission, not withaut any purpose. In foct, they would indicate that in

trath, they form a single sentence carrying different claises....”

Therefore, the correct interpretation of expressions separated by "semicolon”

followed by word "or” is that they are distinct and carry separate meaning. Thus, the
words mentioned in first expression are separate and have limited applicability to the
extent of first expression only. The second expression "to tolerate an act or situation”
is clearly distinct and separate. In view of this, the group of words “agreeing to the
obligation” from first expression of clause & (e} mandating for agreement and
cbligation are not applicable to the expression "to telerate an act or situation”, Hence,
it is concluded that the very activity of tolerating act or situation of delay in payment
of EMI is covered under clause S (e} of the Schedule | without such obligation as
cantended by the appellant,

In view of the above observations, we are of the opinion that the penal charges /
penaity recovered by the Appellant from their borrawers on account of the delay in
payment of EMI byborrowers are adequately covered under clause & te) of the
Schedule Il of the CGST Act, and will attract 35T,
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Thus, we pass the following order:

ORDER

We do not find any reason to interfere with the ruling pranounced by the Authority

for Advance ruling vide their crder No. GST-ARA-22/2018-19/8-85 dated 06,08, 2018.

—

(RAJIV JALOTA) (SUNGITA SHARMA)
MEMBER MEMBER

Copyto- 1. The Appellant
2. The AAR, Maharashtra
3. The Pr. Chief Commissioner, CGST and C.Ex., Mumbai
4. The Commissioner of State Tax, Maharashtra
5. The Jurisdictional Officer

&. The Web Manzger, WWW.GSTCOUNCILGOV.IN

7. Offlce copy.
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