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e-lV
l)atc o1'application 2310912024

Clausc(s) of Scction 97(2)
o1' CGS'f/GGS'f Act,
20ll , urndcr which thc

(c), (0

qucstion(s) ralsg_d

I)ate ol'Pcrsonal I Iearing 8.4.2025 and 22.5.2025

Prescnt for the applicant Shri M.P.S. Sengar, Shri Itajcsh I)csai,, Shri

Sudhir Chavan and Ms. Pranati Prabhu

Ilricf facts:

M/s. Shotl Shipyard P Ltd. ,5,7 ,8,9,1 1 ,l 2,13,19,21 & 21 , Of[l]harucl'r

Dahaj Itoad, Kaladhara Itoad, Ilharuch, Gujarat 392 130 [ltrr shofl

'applicant' I is rcgistcrcd undcr GS'l' and thcir GS'l'lN is 24A'AI ICS65 54M 17,Y .

'l'hc applicant in his application has statcd as follows:

. thc applicant, rcccivcd a work ordcr no. 703002 datcd 21.5.2009. lrort
GSL' for construction of lIull of Ship and Towitrg;

o (iSI- dischargcd all thc paymcnts to thc applicaut cxccpl paymcnt in
rcspcct of onc invoice dalcd 20.5.2010, involving an amount of I{s. 1.39

crorc;
o ccntral cxr:isc duty was cxcrnpt on constrttction ol'hull ol' ship whilc

scrvicc tax involvcd on thc towing cherrgcs was paicl by thc applicanl:
. (iSL, held back thc amount of lts. I .39 crorcs on account of losscs rvl'rich

thcy claimcd to havc bccn incurrccl duc to r"nistakc tln thc
applicant, in rcspcct of somc othcr contract bctrvccn thc said p
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thc applicant had writtcn off thc said amount Ito bc rcccivcd from M/s.
GSLI in his books of account, in the I,'Y 2012-13;
corlscclucntly in 2074, thc applicant, initiatcd arbitration procccdings
through Arbitration casc No. 3/2004. 'l'hc saicl procccdings culminatcd
vidc award datcd 29.9.201 7, whcrcin thc arbitrator hcld that thc amount
of I{s. 1.39 crorc, was payablc to the applicant by GSL along with intcrcst.
'l'hc arbitrator lurthcr awardcd I{s. 1.75 as arbitration costs 1o thc
applicant;
(iSL, contcstcd thc award bcfore thc IIon'blc lligh Court, which dircclcd
thcm to dcposit 1hc principal amount in Scptcmbcr 2019 and bank
guarantcc fbr tl-rc intcrcst componcnt and arbitration cost awardcd by thc
arbitrator;
thc applicant rcccivcd thc principal amount in March 2020 and thc
intcrcst and the arbitration cost in the ycar 2024; though thc intercst
paid is upto Scptembcr2019, thc intcrcst beyond this period is to bc
rcccivcd in thc future;
thc applicant did not pay any tax on thc amount rcccived sincc thc work
in rcspcct ol which thc amount was rcceivcd was complctcd in pre-GS'l'
cra.

a

a

a

't
J 'l'hc applicant furthcr stated as ficllows:

intcrcst rcccivcd lts. 1 ,17,93,8031- & cost of arbitration rcccivcd is Its. 1,75,0001;
supply has takcn placc in prc-GS'l' rcgimc; thc goods in the instant mattcr was
clcarccl in 2001);

invoicc was raiscd in prc-GS'l'rcgimc;
ccnlral cxcisc ou construction olhull of ship was cxcmptcd vide notification No.
6311995 whilc scrvicc tax involvcd on towing chargcs has alrcarly bccn paid;
in tcrms of scction 12 o1'CGS'I'Act, 2017,liability to pay tax arises at thc time
of supply; that thcrc was no supply under GSl'sincc it had alrcacly takcn placc in
prc-GS'l' rcgimc;
thc rcmclval having happcncd in prc-GS'l' rcgime, thc addition in valuc of supply
by way ol intcrcst lor dclaycd paymcnt in tcrms of scctio n 12(6) clocs not pcrtain
to valuc of supply undcr GS'l';
that scction 12 is not applicahle to the principal amountl
tlrat scclion 142(10) is of no rclcvancc sincc goods wcre clcarcd prior to
introduction of GSl' rcgimc;
scclion 142(1 1)(a) applics to transaction leviablc to VAl' whilc 142(1 l Xb)
applics 1o transaction liablc to S'l'; that both clauses start with a non-obslantc
clausc; that thcy ovcrridc scclions 72 and 13, rcspcctivcly; that if any transaction
is lcviablc 1o VA'I'/S1', GSl' cannot bc leviccl on thc samc; that thc matcrial
portiot-t o1' thc transaction is covcrcd u/s 142(1 I )(a) & thc servicc portion is
covcrcd r-r/s 142(l lXb);
tlrat thcy likc 1o rcly on the casc of National 'l'obacco Co I.td2, Yazir Sultan
'l'obacco Ltd3;
tlrat sincc bill/invoicc was raiscd in thc prc-GS'I'rcgimc, in tcrms of scctio n 13(2),
ibid, no (iS'l'is applicablc irrcspcctivc oIwhcthcr thc paymcnt is rcccived undcr
(iS'l';

that thcrc was no contract or agrcement with GSL for claiming damagcs or
pcnaltics lbr dclayed paymcnt;
thc amount awardcd is not for provision of additional supply of goods or receipt
of damagcs lor brcach of contract; that it is not an amount payable on account of
clamagcs for brcach of contract or considcralion lbr tolcration of an act;
that thcy would likc to rcly on thc ruling of Continental Iinginecring
Corporationa;
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that the cost of arbitration of Its. 1.75 lacs is awardcd u/s 31z\ of thc Arbitration
Act, 1996; that it docs n<lt rcprcscnt supply of goods/scrviccs;

that thc contract cxplicitly docs not contain any clausc for pcnalty or

compcnsation for dclay in paymcnts.

4. In view of the foregoing, the applicant has raiscd thc lollowing

questions seeking a ruling, viz

fil Whcthcr in the lacts & circumstanccs of the case, applicant is liablc to pay GS'l'

on the "interest awarded undcr arbitration" & "costs awardcd undcr arbitratit)n" as

rcceivcd by the applicant?

liil If the answcr to qucstion No. 1 is affirmativc, kindly clarify whcthcr any supply

is involvcd & what will bc thc timc of dctcrmination of such supply involvccl, if any,

and the ratc of tax applicablc thcrcon?

5. Personal hearing was granted on 8.4.2025 whcrcin Shri Shri M.P.S.

Sengar, Shri Itajesh I)csai, Shri Sudhir Chavan and Shri S.K.l(.1(rishnan

appearcd on bchalf of thc applicant and rcitcratcd thc facts as statcd in thc

application.

5. I In pursuance to the transler of Member (Ccntre), frcsh personal

hcaring was hcld on22.5.2025, wherein Shri M.P.S. Scngar, Shri Itajcsh I)csai

,Ms. pranati Prabhu and Shri Sudhir Chavan, appcarcd on bchalf of thc

applicant and reiteratcd the submission. It was funhcr statcd that intcrcst is

pertaining to supply which is alrcady donc and is covercd undcr Cclntincntal

ruling of AAI{ & that as far as arbitration cost is conccrncd, in terms o[ thc

circular no. I78 no GS'l' is payablc. 'l'hcy also rclicd Lrpon thc appcllatc' ordcr

of GAAAIT in the case of GSPC5.

llevenue's submission :

6. Assistant Cornmissioner, CGS'| , Division-Vll, IJharuch.

Vadodara-Il Commissioneratc, vide their lettcr No. V/MisclCorr.l30-02lDiv-

v[/BI{t-Il2O2l-22, dated 24.12.2024 submitted thc following commcnls vr7;

a) The payment of interest due to deluy in puyment of tlte contract:

of GSl'i.e. the'l'ribunul rendered its orders on 25-09-2017 ancl therefitre this

supply is liable to tax on reverse chrtrge basis uncler (;.S'7',

5 AppcIlate Ordcr no. GLJJ/(iAAAR/n ppeaU2025l02datcd 22.1 .2025
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o.f.interest or late fee or penalty.for delayed payment of any consideration for
any supply is includable in the value oJ'such supply;

down under section l2(6) or I3(6) which says that the time of supply to the

extenl it relales to an addition in the value of supply by way of interest, late

/be or penalty /br delayed payment o./'arry consideration shall be the date on

which the supplier receives such addition in value,.

interest .fbr delayed payments is taxable under GST' Law since the amount is

received only during the GST'regime.

h) Costs awarded under Arhitration:

28th.lune. 2017 as amended /iom tinte to time, services supplied by an

arbitral lribunal lo a business entitlt is liable to tax under lleverse Charge

Ailechanism (RCM) and the business entity located in the taxable territory is
liable to pay tax on the said supply.

'i thal lhe consideration received by arbitral T'ribunal is taxable on reverse

charge basis under CGST and SGST' Act @)9% each and the service tari/f code

is 998215

I)iscussion and findinos

7 . At thc outsct, wc would likc to statc that thc provisions of both thc

CGS'I' Ac1 and the GGS'I' Act arc the samc except fior ccrtain provisions.
'l'hcrclbrc, unlcss a mcntion is spccifically macle to such dissimilar provisions,

a rclcrcncc to thc CGS'I' Act would also mean a rcference to the same provisions

undcr thc GGS'I' Act.

8. Wc havc considcrcd the submissions madc by the applicant in their

application lbr advancc ruling as wcll as thc submissions madc during thc

coursc of pcrsonal hcaring. We have also considered the issue involved, the

rclcvant lacts & thc applicant's submission/intcrprctation of law in respect of
clucstion on which thc advancc ruling is sought.

9. Ilclorc advcrling to thc submissions made by the applicant, we would

likc to rcproducc thc rclcvant provisions for ease of reference:

O CI]NTITAL GOODS AND SEITvIcES TAX, 20lg

Section 12. Ttme of Supply of Goods.-
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(l) The liability to pay tax on goods shall arise at the time o.f supply, as

determined in accordance with the provisions o.f this section.
(2) The time of supply of goods shall be the earlier of the .follov,ing dates,

namely:-
(a) the date of issue oJ'invoice by the supplier or the last date on v,hich he i,s

required, under t Sx***1 to issue the invoice with respect to l.hesci:liun 3l
supply: or
(b) the date on which the supplier receives the payntent with restrtect lo the

supply:
Provided that where the supplier of taxable goods receives an atnottnt

up to one thousand rupees in excess o.f the amount indicated in the tax

invoice, the time of supply to the extent of such excess amount shall,

at the option o.f the said supplier, be the date of issue o.f int,oice in

respect of such excess amount.

Explanation 1.- For the purposes of clauses (a) and (b), "'supply"

shall be deemed to have been made to the extent it is covered by the

invoice or, as the case. may be, the payment.

Explanution 2.- For the purposes of clause (b), "the date on v'hich the

sttpplier receives the payment" shall be the date on v'hich the payrnent

is entered in his books of account or the date on which the payntent is

credited to his bank account, y,hichever is earlier.
(3) In case of supplies in respect o.f v,hich tax is paid or liable to be paid on

reverse charge basis, the time o/'supply shall be the earliest tt the .follow'ing
dates, namely:-

(a) the date d the receipt of'goods; or
(b) the clate qf payment as enlered in the books of' accottnt of the

recipient or the clate on which the payntent is debited in his bank

account, v,hichever is earlier; or
(c) the date immediately following thirty tlay,s ./iorn the date o.f isstte of
invoice or (tny other document, by u,hatever name called. in lieu

thereof by the suPPlier:
Proviclecl that where it is not possible to delermine tlte tinte of
supply under clause (a) or clause (b) or clause (c), the time o.f

supply shall be the date of entry in the books ofaccount rt'the

recipient oJ'supplY.

ft) In case o.f suppty o.fvouchers by a supplier, the time o./'supply 'shall be-

(a) the iate o/- issue of voucher, if the supply is identi.fiabla at that

point: or
(b) the clate of redemption of voucher, in all other coses.

(5) Where it is not po,ssible to detertnine the rime o.f supply under the

provisiols oJ'sub-section (2) or sub-section (3) or sub-section (1), the lime of

supply shall-
(a) in o cose y,ltere a periodical return has to be filed, be tha date ttn

v,hich such return is to be.filed; or
(b) in any other case, be the date on v,hich lhe tax is paid.

(6) The time of supply to the extent it relates to an addition in the value o.f

supply by way of interest, late .fee or penalty .for delayed payment q/-any

consideration shall be the date on which the supplier receive,s such additictrt

in value.

Section 13. Time of Supply of Services.-
(t)'l'he liability to pay tax on services shall arise at the lime of strpply, ct,s deterntinecl

in accordance wilh the provisions of this section.

(2) T'he time oJ supply of'sert,ices shall he the earliest o.f the.fitlkruing dale.s, numely:-

(a) the date o.f issue of invoice by the supplier, i/'the invoice is is,sttecl v,ithin lhe

period prescribed untle, t 
I **** I section 3 I or the dule o.[ receipt o,/' ltoynt

v,hichever i,s earlier: or
(b) the date o.f'prottision o.f'service, i/ the invoic:e is nol i,s,suecl vvithin the

prescribed under t 1**** f ,section 3I or the dale of receiltl q/ payntenl, vth
*

-+
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(c) the clate on u,hich the recipienl shows the receipl o/'services in his books of accounl,
in a case vthere lhe prottisions oJ'clause (a) or cluuse (b) do not; apply

Provicled lhal v,here the supplier o.f taxable service receives an amount up to one
thou.sand rupees in excess of the amounl indicated in the tax invoice, the lime of
snpply to the extenl o.f such excess amount shall, al the option of the saicl supplier,
be lhe date oJ-is.sue o/'invoice relating to such excess amount.
lixplanation .-Iior the purposes oJ'clauses (a) and (b)-
(i) lhe supply shall be deemed to have been made to the extent it is covered b1t

lhe invoice or, as lhe case may be, the payment;
(ii) "the dale of receipt o/'payment" shall be the date on which the payment is
entered in the books o.f'account of the supplier or the date onwhich the payment
is credited to his bank accotrnt, whichever is earlier.

(3) In case o/'supplie,s in respecl of which tax is paid or liable to be paid on reverse
charge bu.sis, the time qf supply shall be the earlier of the.following dates, namely;-

(u) the clate o/ payment a,s enlered in the books o.[account oJ'the recipient or the
dcrte on which lhe puyment is dehited in his bank account, whichever is earlier;
or
(b) the date immediately./ollowing sixty days./iom the date of isstte of invoice or
any other docuntent, by whalever name called, in lieu thereof 2 

[by the supplier,
in cuses where invoice is required to be issued by the supplier; orl;tlk) the clate o/'isstte o.f inttoice by the recipient, in cases where invoice is to be
issued by the recipient;f

I)rovided that where it i.s not possible to determine the time of supply under
clause (a) or clause (b) 3 

I or clause (c) l, the time of sttpply shall Oi ilru date of
entry in the boolcy o.f account of the recipient of supply;
Provided./Ltrther that in case of supply by associated enterprises, where the
supplier oIservice is located outside India, the time o.f supply shatl be the date
o.f entry in the books o.f'accottnt qf the recipient o,f supply or the jate of
payment, whichever is earlier.

(a) In co,\e of'supply of'vouchers by a supplier, the time of suppty shall be-
(a) the date of issue of'voucher, if lhe supply is identi/iable at that point,. or
(b) the clcrte of'reclemption o.f voucher, in all other cases.

(5) Where it is nol possible to determine lhe time o/'supply unrJer the provisions o/'sub-
section (2) or sub-section (3) or sub-section (4), the time of supply shalt-

(a) in a case where a periodical return has to be /iled, be the date on which such
return is to be.filed; or
(b) in any orher case, be the date on which the tax is paid.

(6) l'he time oJ'supply to the extent it relates to an addition in the value o./ supply by
uta! of interest, late .fee or penalty for delayed payment of any consideration shall be
the date on which the supplier receives such addition in value.

sectiorr I 42. Miscella,teous transitional provisions.-
(10) Save as otherwise provided in this Chapter, the goods or services or both suppliey
on or a./ter lhe appointed day in pursuance qf a contract entered into prior to the
crltpointed day .shall be liable to tax under the provisions of this Act.
(11) (a) notvtithstancling anylhing contained in.section 12, no tax shatl be pcryable on
goocls under lhis Act lo lhe exlent the tax was leviable on the saifl goods under the
Value lclded T'ax Act of the State;
(b) notvvithslanding anything contained insection 13, no tax shctll be payable on
serttices under this lct to the extent the lax was leviable on the said services uncJer
Chapter V oJ-the liinance Act, 1994 (32 o.f 1994);
(c) uthere tax v,as paid on any supply both under the Value Added 7'ax Act and uncler
Chapter V o/ the liinance Act, 1994 (32 of t99a), tax shall be leviable unrler this Act
and the taxable person shall be entitled to take credit of value addefl tax or service tax
paid under the existing law to the extent o.f suppties made after the appointe4 day and
such credil shall be calculated in such manner as may be prescribed.

'l'hc primary qucstion posed belorc thc Authority is whether the GS

tcrcst awardcd under Arbitration' and 'costs awarded

10.
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Arbitration' receivcd by the applicant. l'hc facts are alrcady mcntioncd in

paragraph above & hence is not being rcpeatcd.

11. The applicant's averment is that no GS'l- is payable, on thc intcrcst of

Its. l,l7 ,93,803/- and the cost of Its. | ,7 5,000/- awarded via arbitration sincc

the matter pertains to legacy pcriod; that ccntral cxcisc duty on construction ol'

'Hull of Ship'was exempted; that servicc tax on 'towing' has already bccn paid

by the applicant; that thc supply has taken bcfore thc implemcntation of GS'l'

and the invoice has also been raised in the lcgacy pcriod; that scctions 12(6) &.

13(6) of the CGS'I'Act, 2017 is not applicablc.

lZ. T'he applicant has statcd that thcy havc dischargcd thc scrvicc tax.

'I'he applicant had in-fact writtcn off thc amount of Its. 1.39 crorc in his books

of accounts. Ilowcvcr, conscqucnt to thc applicant opting lor arbitratior-r

proccedings, they wcre awardcd the disputed amount, intcrcst thcrcon and thc'

arbitration cost.

13. We are mindful of the fact the amount of intcrcst rcccivcd is on

account o[ a commercial disputc. It is in this backgrouncl that wc' procccd

forward to examinc thc clairn of thc applicant that scctions l2(6) or 13(6) ol'thc

CGST Act, 2017 are not applicable in this case.

14. As per section 12 of thc CGS1' Act, 2017, thc timc of supply, in

respcct of goods is earlier of thc datc of issuc ol'invoicc or thc datc or] which

thc supplicr rcceives thc payrncnt. 'l'hc invoicc in this casc has alrcady bccn

issued. So, in this casc thcrc is no supply undcr GS'l'owing to thc Iact that, tl-rc

manufacture, clcarance, sale and thc datc of invoicc having Lakcn placc prc-

GS'f . 'l'his being so, thc applicability of scction I 2(6) docs not arisc.

15. Section 13 of thc CGS'I' Act, 2017., dcals with timc ol- supply in

rcspect ol servicc. As is alrcady rncntioned, thc invoicc having bccn issuccl

belore the advent of GS'l', thcrc is no supply undcr GS't', & likcwisc, scction

13(6) would not apply.

16. 'I'he app licant has furthcr statcd that no GS'l' is applicablc c ft

tcrms of section I 42(10), 1 42(l l Xa) and (b). On going through thc p

which is alrcady rcproduccd supra, wc agrcc with thc contcntio
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applicant morc so sincc thc matcrial portion and servicc portion of thc

transactions arc leviablc to VA'l' & Scrvicc I'ax consequent to which no tax is

payable under GS'f.

17. Now, as far as the award of Its. 1.75 lacs as arbitration cost is

concct'ncd, thc applicant statcs that it has bccn grantcd undcr scction 31A of thc

ol'thc Arbitration Act, 1996. 'l'hc applicant has Iurthcr statcd that thc

compcnsation is awardcd fur dclaycd payment of the agreed consideration

though thcrc was no contracl lorpayment of penalty or damagcs in the event or

clclay in payrncnt. 'l'hc applicant has lurther stated that the arbitration cost is

not cvcn covcrcd undcr Clausc 5(c) of thc Schcdulc II of the CGSI'Act, 2017.
'l'hc avcrment raiscd is that the goods/servicc were taxable during pre-GS I'

rcgimc; that thc amount awardcd is not lor provision of additional supply of
goods or rcccipt o1'darnagcs lor brcach of contracl; that thc interest is in respcct

o1'thc amount withhcld by Goa Shipyard Ltd; that it is not an amount payablc

on account ol damagcs lor breach of contracl or a considcration for tolcration

of an act; that thcrc was no contract or agrccmcnt betwcen the parties {br

clairning darnagcs or penalty for delayed payrncnt.

Itl. Wc agrcc with thc contcntion of thc applicant. Circular No.

17811012022-GSl' datcd 3.8.2022, frelicd upon by the applicant], specifically

statcs [hat

7.1.6 I/ r, prryntent conslitules a consideration.fbr a sttpply, then it is laxoble
irre.spectitte q/ by u,hat nanle it is called; it must be rememberetJ that a
"consideralion" cannol be considered de hors on agreement/conlract between h,vo

persons v,herein one person does somethins./br another and that other pays the first
in relurn. I.f lhe payment i,v nterely an event in the course o.f the performance of the
ogreemenl and it does nol represent the 'object', as such, o/'the contract then it
cannol be considered 'consideration'. I,'or example, a contracl may provide that
paymenl by the recipienl oJ'goods or services shall be made before a certain rJate anrJ
.fhilwe to make pctyment by the due date shall attract late /be or penalty. A contract
fbr transporl o.f passengers may stipulate that the ticket amount shall be partly or
v,hollyfor.feited i/'the passenger does not show u1t. A contractfor package tour ntay
slipulate /orfeiture of sectu'ily deposit in the event of cancellation of tour by the
cuslomer. Sincilarly, a conlract ./br lease o.f'movable or immovable property may
stipulate thal the les,;ee shall nol terminate the lease be.fore a certain period and if he
tloes' so he v,ill huve lo pay cerlain amount as early lerminationfee or penalty. Some
banks sintilarly charge pre-payment penalty if the borrower wishes to repay the
loctn be/ore the muturity o/ the loan period. Such amounts paid/br acceptance oJ'
late paynlenl, early termination o/'lease or .fbr pre-payment of loan or the amoun
forfeited on cancellation o/'service by lhe custonler as contemplated by the r lJ,i

cr,s parl o./'contmercial lerms agreed to by the parties, constitute considerati
s'upplyo./'a.facilit1,, nctmely, o.f'acceptance o./'late payment, early term

*-
t''-

r:)!

,i..)Pagc 8 of9

n
r;Sk
ttt\\

+l F.(l,i i.41 :1 !-t I i:.r 1
&1 .1-
Lli i.-',\
,&.''.'l';.:

.&--+-- '-i



()

a lease agreement, o/' pre-payment of loan and o.f making arrangemenls

-fo, the inlended supply by the tour operator re,spectively. 'l'here.fbre, such

payments, even though they may be refbrued to as /ine or penalty, are actually
payments that amount to consideralion.for supply, and are ,subfecl to GSI', in cases

where such supply is taxable. Since these supplies are ancillary to lhe principal
supply for which the contract is signed, lhey shall be eligible t,o be asse,s,sed

as the principal supply, as discussed in detail in the laler paragraphs. l\lalw'ally,
such payments will nol be taxable i/' lhe principal supply is exempl.

In the present case, since wc have alrcady held that thc transactions pcrtain to

pre-GS'f period, thc question of the amounts lalling Lrndcr the arnbit of'GS'l'in

terms of clause 5(e) of Schedule II does not arisc. Ilven othcrwisc, thc work

contract dated 2l .5.2009 docs not contain any penalty or cortpcnsation clausc

lor dclay in payments madc by GSL and furthcr thcrc is no clausc for rccovcry

of interest on delayed paymcnt.

In view of the foregoing, we rule as under:

RULING
19.

li | 
'l'hc applicant is not liablc to pay GS'l' on thc "intcrcst awardcd undcr arbitratiot-t"

& "costs awarded under arbitration", rcccivcd by thcm in tcrms of paragraph 16 to lti
and 20.

liil Not applicablc, since thc answcr to clucstion No. I is in ncgativc.

\ \

hukla) (Vishal Malani)
Membcr (CGS'l')Membcr (SGS'f)

Place: Ahmcdabad
Date: 26- .06.2025
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