Noo STCCGAAAARDLZ023

APPELLATE AUTHORITY FOR ADVANCE RULING
CHHATTISGARH '

3% 4™ FLOOR, VANIJIYIK KAR (GST) BHAWAN, SECTOR-19
NAVA RAIPUR ATAL NAGAR. (C.G.) 492002 :

PROCEEDINGS OF THE APPELLATE AUTHORITY FOR ADVANCE
RULING U/s 101 OF THE CHHATTISGARH GOODS AND SERVICES
TAXACT 1007

BEFORE THE BENCIT OF

) Shri Chandra Prakash Gosal. Member

(
(2) Shri Rajat Bansal Member

1
2
Order No. /STC/ICG/AAAR 012023 Dated2g. /04 2024

Name & Address of the Ms Brimdavan Agratech Private Linuted, DSU

~Appellant Uit No-3Is. Second Flooe, DEE South Court
I, Pl bl wemnitt oS ot SN e it 1 0nET
| GSTINUser TD AT IR

II Order of AAR under Appeal STC AAR D0 Je2Ddaied T Rld i
Cbefore AAAR

PROCTTDINC

[Under Seetion 101 of the Central Goods & Services Tax Act, 2017 and
Chhattisparh Goods & Services Fav Act, 2017)

. At the outset, we would Like to make 1t cloar
Central Goods & Services Tax Act, 2017 (here-n-atter referred to as the
“CGST Act”) & the Chhattisgarh Goods & Services Tax Act, 2017 (here-in-
after referred 1o as the “SGST Act” or "CGGST Act™) are mirror inviges of cach
other except for certain specific provisions. Therefore
is made, a reference to the CGST Act would mean a reference to the sinula
provisions under the CGGST Act and vice versa Further, the expression OGS
Act’ would be a common reference to both CGST Actand CGGS

thit the provisions of the

Cunless @ specific mention

At
2 The present appeal dated 21 03.2023

has been Dled under Section 100 ot
the CGGST Act, 2017.
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[Under Section 101 of the Central Goods & Services Tax Act, 2017 and
Chhattisgarh Goads & Services Fav Act, 2017)

i At the outset, we would hike to mahe il clear that the provisions of the
Central Goods & Semvices Tax Act. 20017 (here-n-aiter referred tooas the

“CGST Act’) & the Chhattisgarh Goods & Services Tax Act, 2017 (here-1n-
afier referred to as the “SGST Act” or "CGGST Act™) ure mirror images of cach
other except for certain specific provisions. Therefore
is made, a reference to the CGST Act would mean a reference to the sl
provisions under the CGGST Act and vice versa Further, the expresston “GST

Act’ would be a common reterence to both CGST Neraund €GGST Act

Cunless a specific menuon

2 The present appeal dated 21 03 2023 has been filed under Seetion 100 ot
the CGGST Act, 2017.
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3, Brief Facts of the case:-

3.1 The Appellant is a private limited com

| The . pany which 1s planning to start
manufacturing and sale of a product namely pellets of blended fortified rice
flour which is also commonly known as “Fortified Rice Kernels” (hereinafter
referred as “product”™/ “FRK™) in the common trade parlance.

3.2‘ Accordingly, the appellanthad applicd for advance ruling on 23.11.2022
before AAR, Chhattisgarh on the following issues:-

(i) What is the HSN classification of Fortified Rice Kernels (FRK)?
(n)  Whatis the apphcable rate of GST on supply of the said Products?
4,

AAR Ruling :-

The Authority of Advance Ruling (heramalier referred as "AAR™) vide Order
No. STC/AAR/I0/2022 dated 20 022023 held as under

“Fortified Rice Kernels (FRKN) proposed 1o be mmanutactured by the applicant
M/s. Brindavan Agrotech Private Limited. DSC Uit no. 3187, Second Floor,
DLFE Sowth Cowrt Building, Sakee Sowh Dethe FIOGLT an wnregistered umi
fiaving  User [0- 222200000]00ART mersts  classification
subheading 19049000, attractuny GNT w iy
I1GST) as the case may be

wncer  chapter
SQEECICESEE 908 SCS T or (487

5. Grounds of Appeal :-
S.1  Aggrieved by the Order of AAR, the appellant has filed this appeal dated

21.03.2023 under Secction 100 of the CGGST Act, 2017, on the following
grounds:-

(i) It can be concluded from the chapter notes under Chapter 10 of
Customs Tariff Act and explanatory notes as issued by

th s
Ly

v World Customs
Organization, milling of rice up 1o the stage of processing of paddy to obtain
& 1 = [ i ¥ L’ f P,

rice 18 covered under Chapter 10 and the said milled rice shall be classitiable
under CTH 1006. Further, the product obiained by any further specitied
processing, carried out on such milled rice 1s classifiable under Chapter 11,

(i)  Further, if rice flour uscd in fortification process contains starch more
than 45%; ash content less than 1.6 % and if the rice flour passes through a
woven metal wire cloth sieve with an aperture of 315 microns, then, in light of
the Chapter Note 2(A) and 2(B) of Custom Tarnift Act, Rice Flour (1.e., product
of Rice) falls under Chapter 11 under CTH 1102. The test lab report from the
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authorised laboraigr] d :

SN H c FICR CU]]“[”\(: Ihr” our 2 . e gl fC] ante

i i ) met the parameters o apter
hcadmg 1102, L product met para p

(11 ; . ; _ g

i ol auantity of vitmning and mincerals which are to be added in rice flour
0 prep: TR e _ ‘ : oL

el SSAT Regulations is very small and is merely 0.37% in

[ Case, as per test reports. Therefore, in our view, Rice flour with added

ninerals AMamine - iti il |
m L.l\‘if. and vitamins in small quantities arc the product from milling of Rice
classifiable under Chapter Heading 1102,

gl\‘) C}mpler hc:ldmg 1103 covers the cereal pellets Explanatory Notes [as
1ssued by World Customs Organization] provides s under —

“Pellets are products fiom milling of cereals af this Chapter which have bheen
agglomerated eithe) directly by compression or by tie addition of a binder in a
Proportion not exceeding 3% by weight (See Note | 1o Section 11} The heading
does not cover pelletised residues derived from the milling of cereals (Chapter
23 : :

In our case, the extruder machine uses only 0.5% or less binder for converting
Rice into FRK. In light of the above, the pellets of blended Fortified Rice Flour
which are also commonly known as ‘Fortified Rice Kemel (FRK)' fall under
Chapter Heading 1103 Customs lanff Act

(v) It is to note that the entire process of manufacturing FRK as detailed
above is well covered within the parameters provided under the headings & sub-
headings of Chapter 11, Further, Chapter Note 4 to Chapter 19 also is very clear
& unambiguous terms provides that for the purposes of heading 1904, the
expression otherwise prepared would mean processed beyond the parameters
provided under Chapter 11. It is further subnutted that explanatory notes to
Chapter Heading 19.04 [as issued by World Customs Organisation] clearly
provides that this heading does not cover cereal grains merely worked or treated
by the processes specificd in Chapter 10 or Chapter 11, Hence. FRK being
worked or treated by the processes specified in Chapter 11 and not beyond the
said specified process of Chapter 11, cannot not be at all classifiable under
Chapter Heading 1904.
(vi) Thus, pellets of blended fortified rice flour which are commonly known
as Fortified Rice Kemels (FRK) fulling under Chapter Heading 1103 are stibject
to GST as under:
(a)  Taxable at the rate of 5% GST under Entry Number 56 of Schedule | of
‘\:'Oliﬁcation No. 1/2017-Central Tax (Rate), dated 28.06.2017, it pre-packaged
and labcelled, or
(b)  Exempted under Entry Number 75 o’ Notification No. 2/2017- Central
F&x (Rate), dated 28.06.2017, if not pre-packaged and labelied.

S P AN R St

5 : Page 30 9




Na. STC/IOGIANAANRID 2D
it the said cubmussions ot the

(vii) The Ld. Authority has completely nuled ou . \
i carried out by the

Appeliant by a merc bald statement that the processes
1

Appellant are a post milhng activity and theretore will not
Chapter 11. 1t is to note that the Ld. Authonity nas not given any cogent reasarn
P

be included m

as to why the processes carmed out by the Appeliant arc ditferent from those

provided under the said Chapter 11,

(vii) The Ld. Authory has relied upon the recommendation made m the 43

GST Council Meeting wherein the Council had inter a2 recommended the
lowering of rate of GST from 18- ta S, an FRK supphied tor schemes like
ICDS, cte. Tt is submaitied that I h
Council meeting has only considered the proposai of fitment commiticee fer
1o 1tis to pote that there was no

e GST Council i the Agenda for the 45

reduction of tax rate and accepied the sa

discussion whatsocver pertamming o feation of the sand productn the
meeting or the agends for the sand s

that the O] Council

e 10 cannol by constdered

o M o v LA NSO with respect o

i TSN et on £ vk + i 5 + 3
l].t SHCHTION OF thi e s e Hig l E Aoty on

the sid - GST Connen mechny & s apenda Reats Sodeeledanet in the prosent
case

0. Personal Hearmg:-

| s i . PR s e e SR V 1 1
61 Reeepig satly the eatbo : mabiiral Qusbice: ol sarniad
personal hearng in the sastes s erastel s appellant on M LS

Accordingly. Shri Broeh vt Duaecna S Paswan Aroy, Chantered
Accountant & Smt Kavita, Chartered Aocoantsnt the authorized representative
of the appellant appeared and tenenied thee conteation as subsmitted i they
application dated 21 03 J02° Puarme e pesaral hearnyd tollowing questions

were asked 1n order to understand

Questions asked by members Replies gisen by the appellant
When did the appellant started working ! Not vetan Chhatusearh
' i 3 U :
| Are you working 1 any other SLALC i Yes o Dtter Pradesh but under

difterent name and management.

What classitication and 12x raie arc¢ »ad (lassitication 1103

using there in Uuar Pradesh’

G ihIsSUbECtl e U ;
Did you af\p-i_\' for any Advance Ruling in N0

‘L: }-)I'} e e et 2 e

Are you going to be sole manufacturer of
Fortified Rice Kernels in Chhattisgarh?

“Probably, Yes. There is nobody

Paged of9




No. 87 CICGANARITL /2021
else in our knowledge.
- Whom will you supply your product? _._*i__\.l;“c'_"i\_:'i‘f]” supply it to the'
| Government.
6.2 Further, the appellant has also submitted a video of manufacturing

process of FRK and a Centific

) ate issued by Manufacturer of Machinery vide
email dated 23.02.2024.

7. Discussion and Findings: -

7.1 Accordingly, after careful consideration of the case, ruling of the AAR,
relevant rules, regulations and notifications there-under, various statutory
guidelines having bearing en the issue in hand, raised by the appellant, we
proceed to decide the case in accordance with the law. Further, in the present
case we are not deciding any wider question but restricting our conclusion to the
facts and circumstances which were filed for our consideration in the
application.

7.2 Now, therefore. we have carefully gone through the submissions made by
the appellant in his application as well as the submissions made at the time of
personal hearing. The appellant has requested to sct aside the order of the
advance ruling on dated 21.02.2023 and to classify FRK under Chapter Heading
1103

7.3 As repards to the classification, we would hke to firstly go through the
Note 2 of Chapter 11 of the Customs Tariff Act which read as under:-

this Chapter if they have, by weight on the dry product

() a starch content (determined -”_1 the “‘i-'-«'ff.*'ft'f.’f Ewers polarimetric miethod;

; . T B g iy
exceeding that indicated in column (2); and

b) an ash content (after deduction of any added minerals) not exceeding that
indicated in column (3)
Otherwise, they fall in heading 2302 However, germ of cereals, whole, rolled,
z z e 1. I. ol . = frr
flaked or ground, is always classified in heading 1104
(B) Products jalling in (his Chapter under the above provisions shall be
*('?sviﬁed in h;’uu’mg 1101 or 1102 if the percentage passing through a woven
Crods, K 3 . ; : : } . . I
”-{;r-‘ri wire cloth sieve with the aperture indicated in colimn (4) or (5) is not
L4 - o - | X . = i
less, by weight, than that shown against the cereal concerned.
Ly, 2 1l

Otherwise, they fall in heading 1103 or 1104

fPape Sof 9
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7.4 On perusal of the above said Note 2

ﬁﬂ product should be from the milling of thfmd L F‘ulﬂl e conditiong™

Furthe, the Chapter heading of Chapter 11 el reags. a6 - pradhr .

milling industiy: mal;: smrc’f:m' f'nm;n?t:rr’j ]{ lt?df ‘:f’“ds aw

g : ; Wheat gluten”.

7.5 Rice Milling

husking, sualdlc;i}”;s ﬁ??ﬁ?ﬁ“ neludes processes like paddy cleaning, paddy de-

colour sorting, ete 1’1?11: }1 .HC&. W!_mcm‘ng'_ 2o J-’Ohsm“g‘ rice grading, nce

o : ) ‘qdml‘& t u: maim aim of milling is to remove the rice from the

Bl L admission of fact by the applel:ml that FRK is a product
1¢ traditional rice and to be used for blending in traditional rice.

Further, as per tt ' '
tens ; s 8 par the applicant the process to fontify rice consists of three main
steps as mentioned under:-

sy
STCICGAANAROL2023

(a)  Conversion of rice into rice flour.
(b)  Blending of rice flour and Vitamins-Minerals premix.
(¢)

Extrusion of mixture in shape of rice to form pellets of blended fortified

rice flour having the same composition as of rice with addition of Vitamins-
Minerals premix.

7.6 In our view, the product at the end of first step, as mentioned above i
done by using milling process is covered under Chapter 11 of Customs Tanff
Act. Blending of Rice with vitamin-mineral premix and introduction of binder
and extrusion machine are the processes which fall beyond Chapter 11. The
Advance Ruling is appropriate in this regard and needs no interference

77 Before dwelling into the issue, the Nolification No. 39/2017- Central Tax
(Rate), dated 18.10.2017 has to be examuned carefully. For a clear perspective,
the same is reproduced as under:-

“In exercise of the powers conferred by sub-section (1) of section 9 of the
Central Goods and Services Tax Act, 2017 (12 of 2017), the Central
Government, on the recommendations of the Council, hereby notifies the central
tax rate of 2.5 per cent on intra-State sup

is spec;ﬁed in column (3) of the
heading, heading or Chapter,
corresponding entry in column (2
(4) of the Table below, namely:-

plies of goods, the description of which
Table below, falling under the tariff item, Stb-
as the case may be, as specified in the
), subject to the condition specified in colunmn

e e e LT
1

S| Tariff item, | Description of | Condition |
i ‘ | g i “ i |
| \; | ¢ rl = I.
0. | SuD
: : . Goods
! | heading, '. |
| . |
I-I heading or |
? S | 1
P “ St -\-.\_\ : 1 (:hi?,n."("?' T
4 3 P i ; . i e e e e B AL
| ."\?‘ n '] N page 6013
NP .
“‘m$
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N, 'ISTC"‘(-:(;"-M\AR_:'U!,'zngj
S (2 ] :
/ -_ ) | 13) (4)
1 10 or 9 N e ; S T
| or2l Food preparation lior

| : s When the supplier of such food |
put Iu;) M unit preparations produces a
;?0”50”?@?‘5‘ and ' certificate from an officer not
mtended  for  fiee below : -
Cdistribution {0
econonucally

the rank of the Depun
Secretary (o the Government of
India or the Deputy Secretary to
weaker sections of the State Government or the
i ;fhe society under a Deputy Secretary in the Union
| .i programime duly Territory concerned to the effect |
:! ! approved by the that such food preparations hm*eé

Central Government heen — distributed — free 10 the

1:| s any State ecanomically weaker sections of
! | Government the society under « programme |

I ; ' didy approved by the Central

| | Government  or  the  State

Government concerned, within a

period of five maonths from the

| | date of supply of such goods or |
; | wirhin such further period as the
| Jurisdictional commissioner of the
: E Cenmtral tax  or  jurisdictional |
comnussioner of the State tax, or
qurisdictional officer of the Union !
Territory Tax as the case maybe,
Cmay allow in this regard "

7 &  The above notificaton stands zmended vide Nottfication No. 11/202]-
Central Tax (Rate), dated 30.09.2021, effective from 01.10.2021. Thus,
01.10.2021 onwards, the table of Notificatior. No. 39/2017- Central Tax (Rate),
dated 18.10.2017 as amended is as follows :

| No. | item,

: - Goods
’ | sub-
| heading,
Cheading
i or ! .
| Chapter | . e R e
| - St vt e s e B (4] Sl
g 3
PR R e i e T T
: ‘ \ Pape 7¢f9
\'-.\‘ &Y
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L 1960 2] T i
= | ! = j { '1 ]t 1 o e = g i ]
, 00 Mterant s 1l :
_ |(; ){ od  preparations | When e supplicr of such goods
' pu ] : < . |
1 Pt prodiees o certificate from an
C ‘ e E s
i‘Onln.;l‘.t,t,\ and officer not helow the rank of the |
Lintende : . ' : > .
: 1 cd oy tree  Deputy Secretary (o the Government |
arstribut; :
| ibution o of ndia or the Deputy Secretary (o
| cco ically Y, e . ’
. -5 cceonomieally  weaker the Stare Government or the Deputy
i S¢¢ : e i : ; ) :
] | 2 lans ol the socicy) Scerctary in the Union Territory
| ; 5 tllmicr - programe  concerned to the effect that such
' ‘ uly approved by the gonds have heen distributed [free to
' ! 4% - e . . o
| Central Government or the ceonomically weaker sections of
any State Govermment. | the saciely under a programme duly
| | ; 3 by the Ceontral Government or the |
_ | L (b)  Fortified Rice 3 i d
i ] toh i ? State Government concerned, within
Lernel (Preminy S s
| f el a pertad of five mtonths front the date
supply for |ICDS or ey i e ithin |
. i " Sy SUC Os ok I
similar  scheme  duly . ““F::l / 50 } 2 : '
5 ; S HoH further VEILOC 18 e
! approved by  the S e e
.| I S / Jurisdictional commissioner of the
. i Central Government or -~ -~ ) = : -
| Central fax or jurisclictional
1 | | any Statc Government. . = <
[ conumissioner of the State tax, or
| | " _—
1 | : purisciictional officer of the Union
g ' Tervitory Tax as the cuse maybe,
; ! nunv atlow i this regard
N ) P
7.9 On perusal of the above, it can he clearly seen that the intention of the

Government is to keep FRK under Chapter 19 ot the Customs Tanff Act and
not under Chapter 11 as per the contention of the noticee. The recommendation
e in ihe 459 GST Council Mecting wherein the Council had inter alia
recommended the lowering of rate of GST from 18% 1o 5% on FRK supplied
for schemes like ICDS, etc, stands nfﬁn?mi by Lh}lc‘Nouﬂcation No. 11/2021-
C.T. (Rate), dated 30th September, 202] in Ihcl offictal Gazette wherein “*Tary)
item, sub- heading, heading or Chapter' has been clearly mentioned. Further,
once the Govemment, vide Notification, has clanitied the classitication there iy
no scope left for interpretation.

710 Further, to substantiate our view, the relevant extracts of Note 4 1o
Chapter 19 18 reproduced s below:-

4 For the purposes of hewding 1904, the expression “otherwise prepared”
Neans prepared or processed o an extent bevand that proveded for
me :

headings of. or Notes 1o, Chapter Worll”

in the

Bage Bof 9
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- i@ The above note compre
’ which are beyong tl

hensively puts the pr
heading 1904 Whil

el 0CESS or pre
ot Chapter 10 or 11 :

& Soopd Cparation of rice

. » 1o be included iy ¢ :
C 7 thy : o ‘ n Chapte

normal rice hue lg().mg Ihi()l!gf.l_ the submissions. is clearly cvident Ilhat
resulting ,umt_’IgO”e specitic mechanical and chemic:ﬂ rocessine
S & INto FRK . This preparation/ e

process of

mandated under Chapter 10 or 1 of GST Tariff

glazed, parboileqd or

l‘herefore, thoug
'L1S not rice graj

FRK is way beyond the scope

. . (1.c. husked, milled, polished,
roken) and ig appropriately classifiable under Chapter 9.

h EFRK is shaped in form of rice by the mechanized process but
N n terms of Chapter |1,

712 In view of above, we arrive
by the appellant has been
discussed above) and is
Chapter sub-heading 190

at the conclusion that the FRK manufactured
processed beyond the allowed limits of Chapter 11 (as
appropriately classifiable under Chapter 19 i.e. under
« 90 00 in terms of Chapter Note 4 of the said Chapter.

Rulings
We find no infirmity in the Order dated 2002 2022 passcd by the AAR
regarding classification of FRK. Further, the appellant 1s entitled to take the
bchcﬁt of Notification No. 39/2017- Central Tax (Rate), dated 18-10-2017, as
amended by Notification No. 11/2021- Central Tax (Rate), dated 30-9-2021.
subject to fulfilment of the conditions stipulated under the said Notification.

i * \‘. ) .
..I\A_J : }‘.Ji
Chandra Prakash Goyal Rajat Bansal
(Member) (Member)
Chhattisgarh Appellate Authority Chhattisgarh Appellate Authority
Order No. /STC/CG/AAAR/01/2023 Dated - . ,24../04/2024

Copy 1o :-

(1)  The appellant '

(2) The AAR, Chhattisgarh ; o : |

(3) The Chief Commissioner, CGST & Central Excise, Bhopal Zone, Bhopal
(4)  The Commissioner of State Tax, Chhattisgarh.
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