(g) Circular No. 178/10/2022-GST, Dated: 3rd August, 2022
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F. No. 190354/176/2022-TRU to The Principal Chief Commissioners/Chief Commissioners/ Principal
Commissioners Commissioner of Centra Tax (All) / The Principal Director Generals/ Director
Generas (All) Madam/Sir, Subject: GST applicability on liquidated damages, compensation and penalty
arising out of breach of contract or other provisions of law — reg. In certain cases/instances, questions
have been raised regarding taxability of an activity or transaction as the supply of service of agreeing to
the obligation to refrain from an act or to tolerate an act or a situation, or to do an act. Applicability of
GST on payments in the nature of liquidated damage, compensation, penalty, cancellation charges, late
payment surcharge etc. arising out of breach of contract or otherwise and scope of the entry at para5 (€)
of Schedule Il of Central Goods and Services .......
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