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M/s Loyalty Solutions and Research Pvt. Ltd. (LSRPL)

Appellate Authority for Advance Ruling — Haryana

HAAAR/2018-19/01 dated 23.10.18

Q Questions Before the Authority

= Whether the value of points forfeited, on which money has been paid by the issuer of points on account of
failure of the End Customers to redeem the Payback Points within their validity period would amount to
consideration for 'actionable claim' other than lottery, gambling or betting and therefore would not qualify as
'supply' of either 'goods' or 'services' in terms of Section 7 read with Schedule 11l of the CGST Act, HGST Act or
IGST Act and therefore would be outside the scope and levy of GST?

= Whether the value of points forfeited of the Appellant on which the money has been paid by the issuer of points
on account of failure of the End Customers to redeem the Payback Points within their validity period can be
treated as 'supply’ of any other 'goods' or 'services' and consequently be chargeable to GST under the CGST,
HGST or IGST Act?

F  Facts

The applicant operates a loyalty program where partners issue 'Payback Points' to end-customers. Partners pay
the applicant an upfront fee for these points, which the applicant records as revenue. If points remain
unredeemed after a 36-month validity period, the applicant retains the underlying value of those points as income.

H" Ruling
Whether forfeited points constitute No, it is notan The authority held that post-expiry, the points are no longer
an actionable claim outside the actionable claim and is  actionable claims and the retained amount is consideration
scope of GST within the scope of for services

GST
Whether forfeited points are a Yes, it is a taxable The amount is considered revenue for management
taxable supply of services supply of services services provided to partners

The Appellate Authority upheld the original Advance Ruling, determining that the amount retained by the applicant
upon the expiry of unredeemed points constitutes consideration for services provided to the partners.
Consequently, this amount is subject to GST as a supply of services.

R Reasoning

The authority reasoned that the loyalty program is a service provided to partners, and the consideration for this
service includes both a fixed management fee and the variable component represented by the value of
unredeemed points. It held that once the validity period expires, the points cease to be actionable claims and the
retained funds become taxable revenue for the applicant. The decision turned on the interpretation of 'supply'
under Section 7 of the CGST Act and the definition of 'goods' and 'actionable claims' under the CGST Act and the
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Transfer of Property Act, 1882.

P | Provisions Relied On

Section 7 of the CGST Act Section 2(1) of the CGST Act
Section 2(52) of the CGST Act Section 3 of the Transfer of Property Act, 1882

Schedule Il of the CGST Act

I For the Practitioner

This ruling clarifies that unredeemed loyalty points retained by a program operator are treated as taxable
consideration for services rendered to partners rather than non-taxable actionable claims. Practitioners should
advise clients that such 'point expiry income' is liable to GST. It does not, however, provide a definitive test for all
loyalty models, as it relies heavily on the specific contractual arrangement where the applicant is the primary
manager of the program.

Source

Summary prepared from the published order, which is a scanned document. It is a reading aid and not the authority: where the
two differ, the order governs. Verify every provision against the original before relying on it.

Original order: www.gstcouncil.gov.in_-> haryana_haaar_2018-19 01 dtd 23.10.18.pdf
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