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I N THE SUPREME COURT OF | NDI A
Cl VI L APPELLATE JURI SDI CTI ON

Cl VI L APPEAL NO. 7053 OF 2011

COWMR. CF C. E. CUSTOM5 & SER TAX ... APPELL

VERSUS

M S FEDERAL BANK LI M TED ... RESPON

W TH
Cvil Appeal No.7054/2011
G vil Appeal No.7055/2011
Cvil Appeal No.7056/2011
Cvil Appeal No.7057/2011
Givil Appeal Nos. 7058-7060/2011
Cvil Appeal No. 7061/2011

Cvil Appeal No.1535 of 2016
(Arising out of SLP(C) No. 36974/2012)

Cvil Appeal No.613/2013

ORDER

Leave granted in SLP.

Heard M. K. Radhakrishnan, |earned senior counsel
for the appellant and M. MP. Vinod, M. Kunal Verma and
M. MP. Devanath, |earned counsel for the respondents.

In the lead matter, i.e., Gvil Appeal No.7053 of

2011, t he appel | ant is aggri eved by t he j udgnent

order dated 27.07.2009 passed by the Hi gh Court of Kerala

at Ernakulamin Central Excise Appeal No.13/2009 whereby

t he appeal has been di smi ssed. The ot her conn

matters have al so been decided on the basis of ratio |aid



down in the aforesaid judgnment under appeal
The nmoot question of law falling for determination is
whet her the services provided by the respondent - Bank
such as coll ection of t el ephone bills,
i nsurance prem umon behalf of the client conpanies are
Iiable to service t ax under t he categ
auxiliary service" as defined under Section 65(19) of the
Fi nance Act, 1994 (hereinafter referred to as "the Act").
The Hi gh Court has agreed with the Tribunal and has
di sm ssed the appeal by the appellant by hol di ng that
Section 65(12) of the Act covers all charging services
rendered by the Banks and hence, by express provisions in
the sane very section, cash managenent services stood
excluded fromthe purview of service tax.
such exclusion, the authorities cannot |evy service tax
by indirect nethod of charging the sanme service under the
head "busi ness auxiliary service"
Si nce t he nmeani ng and significance
managenent service", the termnot defined under the Act,
was not very clear, the H gh Court has taken note of

clarification contained in the Crcular issued by the

Central Board of Exci se and Cust ons
01. 06. 2007. The r el evant part of t hat
letter is as follows:
3
" At present cash managenent is

specifically excluded fromthe scope of

this service. Specific exclusion of cash
managenent is bei ng omtted.
Consequently, cash managenent services

will be leviable to service tax under this

servi ce. Cash managenent services
i ncl udes services of col l ection of
recei vabl es, execution of payment ,

managenent of liquidity and providing
custom zed Managenent |Information System
(MS) reports, provided by banks to
clients such as corporate clients."

M. Radhakri shnan, | ear ned seni or

collection

ory "busi ness

On account of

of

of "cash

( CBEC) dat ed

clarification

counsel for

t he



appel | ant has pl aced bef ore us certain wite-ups
expl ai ni ng the concept and neani ng of cash nanagenent
servi ces. One of the wite-ups appears to be an extract
from t he Resear ch Jour nal of Management Sci ences
Vol . 3(12), 15-17, December (2014).

A perusal of the wite-ups supports the concept and
meani ng of cash managemnent services appeari ng in t he
clarification letter of the CBEC dated 01.06. 2007

It is not in di spute t hat under Cl ause (12) of
Section 65, there was a specific nention in sub-clause
(v) to the effect that the banking and other financial
servi ces nmeans asset managenent i ncl udi ng portfolio
managenent, all fornms of fund managenent, pension fund

managenent, custodial, depository and trust services, but

does not i ncl ude cash managemnent . Subsequent | y, t he
| egal position has been altered and t he above not ed
4

excl usi on of cash managenent services has been dropped
with effect from 01l. 06. 2007. Thi s amendnent in Cl ause
(12) has been noted by the High Court in the inpugned
j udgnent al so.

The Hi gh Court has given detail ed consideration to
Cl ause (19) of Section 65 whi ch defi nes "busi ness
auxiliary service". It has t hereafter hel d t hat
sub-clause (vii) of Clause (19) refers to only a service
whi ch is i nci dent al or auxiliary to any activity
speci fied in sub- cl auses (i) to (vi), but t hose
activities in turn do not specifically relate to banking
and ot her financial services. Rat her such banki ng and
ot her fi nanci al services are specifically covered by
cl ause (12) of Section 65.

In that view of the matter, the H gh Court held that
Clause (12) of Section 65 covers all charging services

rendered by the Banks. The High Court is further of the



vi ew t hat when cash managenent services stood excl uded
fromthe purview of service tax at the hands of the Bank
until 31.05.2007, the authorities cannot |evy service tax
on an activity whi ch is essentially cash
service, by taking aid of other general charging heads,
such as business auxiliary service.
Havi ng consi dered the various provisions in the Act,

we are in agreenent with the views expressed by the High
5

Court even for a further reason that Section 65A of the

Act, whil e deal i ng with classification
services, has clarified in sub-section (2) that "when for

any reason, a t axabl e service is
classifiable under t wo or nor e sub- cl auses

(105) of Section 65, classification shall be effected as

fol | ows:
(a) t he sub-cl ause which provides the nost specific
description shal | be preferred

providing a nore general description

(b) composite services consisting of a conbination
of different services which cannot be classified in

t he manner speci fied in cl ause
classified as if they consisted of a service which
gives themtheir essential character, insofar as this

criterion is applicable;

(c) when a service cannot be classified

manner specified in cl ause (a) or
shall be classified under the sub-clause which occurs
first anong t he sub- cl auses whi ch

consi deration."

It is not abl e t hat cl ause (105)

sub- cl auses enumner at i ng vari ous "taxabl e

managenent
of t axabl e
pri ma f aci e,
of cl ause

sub- cl auses

shal | be

in t he

cl ause (b), it
equal ly merit
has severa

service" by



reference to its description. Clearly, the stand of the
Hi gh Court is support ed by t he af oresai d statutory
provi sion also and requires no interference.

For the said reasons, the appeals preferred by the
Revenue nust fail. They are dismissed accordingly. No

order as to costs.

............................. J.
(SH VA KI RTI SI NGH)
............................. J.
( R BANUVATHI )
NEW DELHI
FEBRUARY 18, 2016
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Date : 18/02/2016 These matters were called on for hearing today.

CORAM :
HON BLE MR, JUSTI CE SHI VA KI RTI S| NGH



HON BLE MRS. JUSTI CE R. BANUMATHI

For Appel |l ant(s) M K. Radhakrishna, Sr. Adv.

M Raj i v Nanda, Adv.

Vs Rashm Mal hotra, Adv.

M. B. Krishna Prasad, ACOR

Ms. Shweta Garg, Adv.
For Respondent (s) M. M P. Vinod, AOR
M. Atul Shankar Vinod, Adv.
M
Vs
Pr

Kunal Verma, AOR
. Yugandhara Jha, Adv.
asanna Mbhan, Adv.
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M. M P. Devanath, ACR
M. Vivek Sharma, Adv.
M . Abhi shek Anand, Adv.

UPON hearing the counsel the Court made the follow ng
ORDER

Leave granted in SLP.

The appeal s are di smi ssed in terns of t he si gned
order. No costs.
( SANJAY KUMVAR- | ) (JASW NDER KAUR)

AR- CUM PS COURT MASTER



