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THE HIGH COURT OF MADHYA PRADESH
MP No.546/2019
National Insurance Company Ltd. Vs. Smt. Ram Khiloni alias
Khiloni and others

Gwalior, Dated :24/06/2019

Shri R.V. Sharma, Advocate for petitioner.

Ms. Meena Singhal, Advocate for respondents no.1 to 5.

This petition under Article 227 of the Constitution of India has
been filed against the order dated 1-11-2018 passed by 6™ Additional
Motor Accident Claims Tribunal, Gwalior in Execution Claim Case
No.107/2018, by which the Insurance Company has been directed to
pay the amount of interest, which has been deducted by way of TDS.
2. The necessary facts for the disposal of the present petition in
short are that the respondents no.1 to 5 had filed a claim petition
under Section 166 of Motor Vehicles Act, and 6th Motor Accident
Claims Tribunal by impugned award, held that the driver, owner as
well as the Insurance Company are jointly and severally liable to pay
compensation with interest payable from the date of claim petition.

3. The Insurance Company calculated the interest amount and
deposited the entire compensation amount as well as the interest
amount after deducting TDS on interest.

4. The respondents no.l to 5 objected to it and the Executing
Claims Tribunal by impugned order has decided the objection in
favour of the claimants and held that if the interest amount is spread

over to the number of years from the date of filing of the claim, then



2
THE HIGH COURT OF MADHYA PRADESH
MP No.546/2019
National Insurance Company Ltd. Vs. Smt. Ram Khiloni alias
Khiloni and others

in none of the financial year, the interest more than Rs.50,000/- had
accrued, therefore, the Insurance Company has wrongly deducted the
TDS on interest and thus, has directed the petitioner to deposit the
amount of TDS, so deducted on the interest paid by it.

5. Challenging the order passed by the Executing Claims
Tribunal, it is submitted by the Counsel for the petitioner, that in
view of Section 145-B of Income Tax Act, the interest received by an
assessee on any compensation or on enhanced compensation, as the
case may be, shall be deemed to be the income of the previous year in
which it is received. It is further submitted that the petitioner has
rightly deducted the TDS on the interest which has been paid to the
claimants and if the claimants are of the view, that excess tax has
been deducted, then they can claim refund from the Income Tax
Department. To buttress his contentions, the Counsel for the
petitioner has relied upon the judgment passed by the High Court of
Gujarat in the case of United India Insurance Co. Ltd., Vs.
Mitaben Dharmeshbhai Shah and others, reported in 2004 ACJ
1996, Order passed by a co-ordinate Bench of this Court in the case
of National Insurance Company Ltd., Vs. Sunita and others
passed in W.P. No. 939/2005 on 16-1-2006, United India Insurance

Company Ltd. Vs. Janki Devi and others reported in 2009 ACJ
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1937, Judgment passed by High Court of Karnataka in the case of
Oriental Insurance Co. Ltd. Vs. Chennabasavaiah and others
reported in 2016 ACJ 78, Judgment passed by High Court of Kerala
in the case of National Insurance Co. Ltd. Vs. Subhas N.
Chandrabose and others reported in 2014 ACJ 1497, and a co-
ordinate bench of this Court in the case of New India Assurance Co.
Ltd. VS. Beerval Rawat and others passed on 6-10-2018 in W.P.
No. 3837/2016.

6. Per contra, it 1s submitted by the Counsel for the respondents
no.1 to 5 that the interest paid to the claimants is to be spread over in
number of years from the date of filing of the claim and the TDS
should be deducted only when the spread over interest for a particular
year exceeds Rs.50,000/-. To buttress her contentions, the Counsel
for the respondents no.1 to 5 has relied upon the judgment passed by
a co-ordinate bench of this Court in the case of United India
Insurance Co. Ltd. Vs. Ramlal and others passed on 23-11-2010 in

C.R. No. 274 of 2008.

7. Considered the submissions made by the Counsel for the
parties.
8. Section 145-B of Income Tax Act, reads as under :

145-B. Taxability of certain income.— (1)
Notwithstanding anything to the contrary
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contained in Section 145, the interest received by
an assessee on any compensation or on enhanced
compensation, as the case may be, shall be
deemed to be the income of the previous year in
which it is received.

(2) Any claim for escalation of price in a contract
or export incentives shall be deemed to be the
income of the previous year in which reasonable
certainty of its realisation is achieved.

(3) The income referred to in sub-clause (xviii)
of clause (24) of Section 2 shall be deemed to be
the income of the previous year in which it is
received, if not charged to income-tax in any
earlier previous year.

9. Section 194-A(3)(ix) and (ix-a) of Income Tax Act would
apply, for deduction of Tax at source in case if interest paid on the
compensation amount awarded by the Motor Accidents Claims
Tribunal, exceeds Rs.50,000/-. Section 194-A (3)(ix) (ix-a) of Income
Tax Act reads as under :

194-A. Interest other than “Interest on
Securities”.— (1) Any person, not being an
individual or a Hindu undivided family, who is
responsible for paying to a resident any income
by way of interest other than income by way of
“Interest on Securities”, shall, at the time of
credit of such income to the account of the payee
or at the time of payment thereof in cash or by
issue of a cheque or draft or by any other mode,
whichever is earlier, deduct income tax thereon at
the rates in force:

Provided that an individual or a Hindu
undivided family, whose total sales, gross
receipts or turnover from the business or
profession carried on by him exceed the
monetary limits specified under clause (a) or
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clause (b) of Section 44-AB during the financial
year immediately preceding the financial year in
which such interest is credited or paid, shall be
liable to deduct income tax under this section.
Explanation.—For the purposes of this
section, where any income by way of
interest as aforesaid is credited to any
account, whether called “Interest payable
account” or “Suspense account” or by any
other name, in the books of account of the
person liable to pay such income, such
crediting shall be deemed to be credit of
such income to the account of the payee and
the provisions of this section shall apply
accordingly.
(2) omitted
(3) The provisions of sub-section (1) shall not
apply—
(ix) to such income credited by way of interest on
the compensation amount awarded by the Motor
Accidents Claims Tribunal;
(ix-a) to such income paid by way of interest on
the compensation amount awarded by the Motor
Accidents Claims Tribunal where the amount of
such income or, as the case may be, the aggregate
of the amounts of such income paid during the
financial year does not exceed fifty thousand
rupees;

10. If Section 194-A(3)(ix)(ix-a) and Section 145-B of Income
Tax Act are read conjointly, then it would be clear that the interest
received by an assessee on any compensation or on enhanced
compensation, as the case may be, shall be deemed to be the income
of the previous year in which it is received and if the total interest

exceeds Rs.50,000/-, then the Insurance Company has to deduct the
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TDS.
11.  Further, a person would become entitled for the compensation
amount, only after the award is passed and before that, it cannot be
said that the claimant is entitled for any compensation or interest.
12.  The Counsel for the respondents no.1 to 5 has relied upon the
judgment passed by the co-ordinate bench of this Court in the case of
Ramlal and others and submitted that the interest paid by the
Insurance Company has to be spread over in number of years from
the date of filing of the claim petition.
13.  Considered the submissions made by the Counsel for the
respondents no. 1 to 5.
14. It 1s well established principle of law, that the provision of
exemption has to be construed strictly and in case of any ambiguity,
the benefit must go to the revenue.
15. The Supreme Court in the case of Novopan India Ltd. Vs.
CCE & C, reported in 1994 Supp (3) SCC 606 has held as under :
16. We are, however, of the opinion that, on
principle, the decision of this Court in
Mangalore Chemicals — and in Union of India
v. Wood Papers referred to therein — represents
the correct view of law. The principle that in case
of ambiguity, a taxing statute should be
construed in favour of the assessee — assuming

that the said principle is good and sound — does
not apply to the construction of an exception or
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an exempting provision; they have to be
construed strictly. A person invoking an
exception or an exemption provision to relieve
him of the tax liability must establish clearly that
he is covered by the said provision. In case of
doubt or ambiguity, benefit of it must go to the
State. This is for the reason explained in
Mangalore Chemicals and other decisions, viz.,
each such exception/exemption increases the tax
burden on other members of the community
correspondingly. Once, of course, the provision
is found applicable to him, full effect must be
given to it. As observed by a Constitution Bench
of this Court in Hansraj Gordhandas v. H.H.
Dave that such a notification has to be
interpreted in the light of the words employed by
it and not on any other basis. This was so held in
the context of the principle that in a taxing
statute, there is no room for any intendment, that
regard must be had to the clear meaning of the
words and that the matter should be governed
wholly by the language of the notification, i.e.,
by the plain terms of the exemption.

The Supreme Court in the case of State of Jharkhand Vs.

Tata Cummins Ltd. reported in (2006) 4 SCC 57 has held as under :

16. Before analysing the above policy read with
the notifications, it is important to bear in mind
the connotation of the word “tax”. A tax is a
payment for raising general revenue. It is a
burden. It is based on the principle of ability or
capacity to pay. It is a manifestation of the taxing
power of the State. An exemption from payment
of tax under an enactment is an exemption from
the tax liability. Therefore, every such exemption
notification has to be read strictly..........

16. The Counsel for the respondents no.1 to 5, could not point out
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any provision requiring the Insurance Company to deduct the TDS
after spreading over the interest in number of years from the date of
filing of the claim petition.

17. In the case of Ramlal (Supra) reliance was placed on a
judgment passed by the Supreme Court in the case of Smt. Rama Bai
Vs. CIT reported in (1990) 84 CTR (SC) 164 and K.S. Krishna
Rao Vs. CIT reported in (1990) 84 CTR (SC) 144. Both the above
mentioned judgments have been passed in the case of award of
interest in the Land Acquisition Matters. However, the cases of Land
Acquisition cannot be equated with Motor Accident Claim Cases. In
the cases of Land Acquisition, an owner becomes entitled for
compensation from the date of taking over of possession of land
whereas in the case of Motor Accident Claim Cases, a claimant
becomes entitled for compensation, only after the award is passed
after adjudication of his entitlement. An award under the Motor
Vehicles Act can be passed only when it is proved by the claimants
that the deceased/injured was not negligent, and the driver of the
vehicle was driving the vehicle in a rash and negligent manner, and
further the deceased had died in a vehicular accident, whereas in the
case of compensation under the Land Acquisition Act, an owner

becomes entitled to receive the compensation, immediately after his
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land is acquired and possession is taken. Even otherwise, the
Supreme Court in the case of CIT Belgaum Urban Development
Authority Vs. CIT reported in (2017) 13 SCC 759 has held as
under:

9. The respondent does not dispute the payment
of Rs 1,96,780 as payment of interest for belated
payment of compensation in respect of land
acquired and the fact that the said interest paid
for belated payment of compensation is liable to
income tax is not disputed. However, the
question is as to whether the tax in respect of the
said payment has to be deducted at source under
Section 194-A of the Act? It has been clearly laid
down in the decision cited by the learned counsel
appearing for the appellants in Bikram Singh
case that the said payment which is exigible to
income tax regarding interest payable for the
belated payment of compensation is covered
under Section 194-A and has to be deducted at
source. In the said case, the Land Acquisition
Officer had deducted at source the tax payable in
respect of the interest under Section 194-A of the
Act regarding interest payable for belated
payment of compensation in the land acquired
and the said action on the part of the Land
Acquisition Officer was challenged before the
High Court of Punjab and Haryana. The writ
petition was dismissed holding that the deduction
of the payment of interest at source under
Section 194-A by the Land Acquisition Collector
was valid and perfectly justified. Being
aggrieved by the same, Civil Appeal No. 12500
of 1996 was filed before the Hon’ble Supreme
Court and the Hon’ble Supreme Court has clearly
laid down in para 10 of the said judgment as
follows (p. 557 of ITR): (Bikram Singh case,
SCC pp. 247-48, para 10)
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“10. But the question is whether the interest
on delayed payment on the acquisition of
the immovable property under the
Acquisition Act would not be exigible to
income tax? It is seen that this Court has
consistently taken the view that it is a
revenue receipt. The amended definition of
“interest” was not intended to exclude the
revenue receipt of interest on delayed
payment of compensation from taxability.
Once it 1s construed to be a revenue receipt,
necessarily, unless there is an exemption
under the appropriate provisions of the Act,
the revenue receipt is exigible to tax. The
amendment is only to bring within its tax
net, income received from the transaction
covered under the definition of interest. It
would mean that the interest received as
income on the delayed payment of the
compensation determined under Section 28
or 31 of the Acquisition Act is a taxable
event. Therefore, we hold that 1t 1s a
revenue receipt exigible to tax under
Section 4 of the Income Tax Act. Section
194-A of the Act has no application for the
purpose of this case as it encompasses
deduction of the income tax at the source.
However, the appellants are entitled to
spread over the income for the period for
which payment came to be made so as to
compute the income for assessing tax for
the relevant accounting year.”
10. It is clear from the principle laid down by
the Hon’ble Supreme Court as narrated in para 10
of the judgment in Bikram Singh case as cited
above, that the Hon’ble Supreme Court has
clearly laid down that interest payable for belated
payment of compensation for the land acquired is
exigible to tax and the Land Acquisition Officer
was justified in deducting the tax under Section
194-A of the Act for the said payment also. There
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1s no merit in the contention of the learned
counsel appearing for the respondent that the
Hon’ble Supreme Court has laid down in the said
case that, though the Hon’ble Supreme Court has
held that it is a revenue receipt exigible to tax
under Section 4 of the Act, Section 194-A of the
Act has no application for the payment of interest
applicable as it is clear that the said principle has
not been laid down by the Hon’ble Supreme
Court in para 10 of the judgment as narrated
above. What has been laid down by the Hon’ble
Supreme Court is that the interest payable for
belated payment of compensation for the land
acquired is exigible to tax and the Hon’ble
Supreme Court has confirmed the deduction of
tax towards payment of interest under Section
194-A of the Act and has further observed,
“Section 194-A of the Act has no application for
the purpose of this case”. In view of the fact that
the Land Acquisition Officer had already
deducted the amount under Section 194-A of the
Act, mere fact that the assessee can spread over
the income for a period in which payment came
to be made would not by itself be a ground to
exempt it from Section 194-A of the Act, as it is
always open for the assessee to claim refund of
the amount, if tax is deducted in excess or paid in
excess. There is also no merit in the contention of
the learned counsel appearing for the respondent
that in view of the circular, instruction issued by
the Government of Karnataka, no deduction has
been made at source in view of the principle laid
down by the Hon’ble Supreme Court in Bikram
Singh case, as circular cannot override the
principle laid down by the Hon’ble Supreme
Court.

18. It is not out of place to mention here that in the case of Bikram

Singh Vs. Land Acquisition Officer, reported in (1997) 10 SCC
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243, the judgments passed by the Supreme Court in the case of Smt.
Ramabai (Supra) and K.S. Krishna Rao (Supra) were taken into
consideration.

19. It is next contended by the Counsel for the respondents no.1 to
5, that since, the Claims Tribunal has apportioned the compensation
amount amongst the claimants, and since, the interest payable to each
of the claimant is ascertainable, therefore, the Insurance Company
was not right in deducting the TDS on the entire interest. To buttress
her contentions, the Counsel for the respondents no.1 to 5 has relied
upon the judgment passed by a co-ordinate bench of this Court in the
case of National Insurance Company Limited Vs. Smt.
Draupadibai reported in 2011(1) MPLJ 251.

20. Considered the submissions made by the Counsel for the
respondents no. 1 to 5/claimants.

21. This Court has gone through the award passed by the Claims

Tribunal, which reads as under:

(1) SFIEEHIOT, IMAGHIV Pl FIdda: YoId Yqd wU ¥ &fayfed o afn
6,55,000 /— ®W (B: oG Y- BOIR wUd) Ud I AP W qrar f&Aid 1.
01.2017 ¥ 6 U A &1 &R el falids T TSl 37T BN |

(2) I8 & SMagHIU gRT BIg 3fARA afdyfd & IR g1 &1 = & ar |
39 3rdre &1 I H g fham oI |

@) afayfd ¥ frezor 4 Spm f6d SH @R mEd F. 1 B30
yfarerd 13 TG 3MMdEd b, 2 UG 4 DI 20—20 HiIIrd I3 TAT fTdgdh HhHTP—3
g 5 BT 15—15 faera 1 gg= &1 o |
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(4) JMMASH . 1 B YT B drell IR H A 50 ufererd IR W SR F@d @rar
@ AEIH ¥ TG A B S TAT A9 AR 5 9Y b oy Arafy @i H S
DI S TJAT Iad AR W e arel ARG AT BT A 90 G D
qegd ¥ AT S| SMAGd P, 2 BN UK B alell IR 3 a9 b fory der
3MdSd . 4 DI YT & dTell T 5 a9 & ford fodl Ifigepd o6 # dmafa

QT H ST BT oITd |

(5) eMde® . 3 DI A= arell T H | 50 Hfoerd IR SS9 S §9d @l &
HAEIH ¥ TS YA DI G AT AT AR 3 a9 & oy A @ H S B
S T A R W ASTT a1l FA1RS 16l BT A god T & AedH
A fbar Sd qA1 SAEED B 5 Bl UK B ATl IR WD gD B AP
forddl Idiadpa dep A ArElY W@ H ST Bl ST |

(6) SFTITHITT Y& & AT AT MASHII BT alg II I8 Hil |

(7) AfEFaT Yob TAIOT BN UR 3frdT FRATAR S 91 &9 81 Sirel o |
SWIFITTAR & dTfTdT IR Bl 1 |
W dle W Sfhd far 13|

I qIeRR |
fadT® : 28.04.2018
(S )
Yorq HIcR gHeHl qrd]
TTfeTIR, HOYO

22. Thus, it is clear that the Insurance Company has been directed
to deposit the lump sum compensation amount along with interest
and only after the amount with interest is deposited by the Insurance
Company, the said amount was to be apportioned amongst the
claimants. The Insurance Company was not directed to calculate the
compensation amount with interest as per the share determined by the
Claims Tribunal. Under these circumstances, this Court is of the
considered opinion, that the Insurance Company did not commit any

mistake in deducting the TDS on the entire interest. However, each
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of the claimant would be entitled to claim refund from the Income
Tax Department, in case, if he/she is of the view that excessive tax
has been deducted. The co-ordinate bench of this Court in the case of

Smt. Draupadibai (Supra) has held as under :

13. It is however, made clear that the aforesaid
interpretation of section 194A of the 1961 Act
applies only in cases were the compensation
amount has been apportioned and the interest
payable to each of the claimants is ascertainable
but the position may be different when no such
apportionment is done by the Tribunal in the
award and interest payable to each claimant
separately is not ascertainable at the time of
depositing the interest amount before the
Tribunal.

Underline applied

23. Thus, this Court is of the considered opinion, that the
Insurance Company is liable to deduct TDS on the interest paid by it
as per the provisions of Section 194-A (3)(ix)(ix-a) of the Income Tax
Act, and if the assessee is of the view, that the tax has been deducted
in excess, then he can always claim refund of the same from the
Income Tax Department.

24.  Accordingly, this Court is of the considered opinion that the
Executing Claims Tribunal, committed material illegality by holding
that the Insurance Company is not liable to deduct the TDS.

25. Resultantly, the order dated 1-11-2018 passed by 6™ Additional



15
THE HIGH COURT OF MADHYA PRADESH
MP No.546/2019
National Insurance Company Ltd. Vs. Smt. Ram Khiloni alias
Khiloni and others

Motor Accident Claims Tribunal, Gwalior in Execution Claim Case
No. 107/2018 is hereby set aside.
26. The petition succeeds and is hereby Allowed.

(G.S. Ahluwalia)
Arun*® Judge

]53@ ARUN KUMAR MISHRA
2019.06.26 10:52:06 +05'30'
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