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M/s. Inox Air Products P Ltd.,
Block- 102, 106P,
Vermadi Road,
Vadodara,
Gu arat-391240.

\-, 24AAACrss69D rZQ

Office of the Assistant Commissioncr ol- Statc
'l'ax, llnit-45, Range- 12, I)ivision- 5,
Vadodara.
08.0s.2024

(d), ("), (g)

3.t.2025

Present for the applicant Shri Gopal Krishna Mundhra, Advocatc and
Shri Krunal Jadwani, Dy Managcr
Accounts

\^/ Ilrief facts:

M/s. Inox Air Products P Ltd., Block-102, 106P, Verrnadi I{oad,

Vadodara, Guj arat-391240 [fo. short - 'applicant'] is registcrcd undcr GS'l' and

thcir GSTIN is 24AAACI5 569DLZQ.

2. T'he applicant is engaged in the manufacture & supply of industrial

gasscs including Oxygen, Nitrogen, Argon etc., both in liquid ancl gascoss lbrm,

which are removed in special vacuum insulated cryogenic transport tanks. At

timcs, the delivery vehicle, may contain goods to bc dclivcrccl to morc than

onc custorncr, which according to thc applicant is tcnncd as a ntilk rLtn.

3 . Since a portion of the liquid gas may cvaporatc during tlansit ll'orrn

the factory to thc customer's prcrniscs, the cxact quantity of liclui<t gascs

rcccived by thc customer is unascertainable at the tirne of rcmoval. [t can

only be ascertained after the goods are actually dccantcd fiom thc tankcr

Name and address of the
applicant

,l

GSTIN of the applicant

Jurisdiction Office

Date of application

Clause(s) of Section 97(2)
of CGS'|/GGST Act,
2017 , under which the

(s) raised.ucstron
Date of Personal I-Iearing

[)agc I of 9

1



2

into the special storage tank (installed at the buyer's premises) &. quantity

acceptcd by the buycr. I)uring transit, certain quantity of the liquid gas is

convertcd to gascous form and evaporates thereby leading to transit loss.

4. During the legacy regime, in terms of circular No. 5691612001-Cx

dated 9.2.2001 , excise duty was to be determined & paid in terms of Rule 8

of thc Central lrxcise Itules, 1994 on the total quantity of liquid gasses

actually delivered to the customer including the transit loss, if any. The

applicant therefore, during this period, was discharging excise duty even on

thc gascs lost in transit.

5. Presently, under the GST regime, they follow the procedure for

rcmoval of liquid gases as envisaged in Rule 55 of the CGST Rules, 2017;

that thc liquid gas is removed under the cover of delivery challan; that since

the cluantity to be received by the customer is not known at the time of

rcmoval, the tax invoice is raised after actual delivery of the gas to the

customer.'Iiurther, the applicant is discharging GST on the gases lost during

transit, out of abundant caution. The formulae adopted for calculating the

transit loss, is as under:

Total quantity dispatched (-) quanttQ accepted by customer

res idual quantity left.

'l'he applicant, atthe end of the month, prepares a consolidated tax invoice for

the entire quantum of transit loss & discharges the applicable GST.

6. 'l'he applicant however, feels that they are not required to pay GST

on the transit loss, owing to the following reas ons viz

. that under GST, thc taxable event is 'supply';

. that supply in terms of Section 7 of the CGST Act, 2077 , includes all forms of
supply of goods or scrvices or both such as sale, transfer, barter, exchange,

liccnsc, rcntal, lcasc or disposal made or agrecd to be made for a considcration;

. that supply also covcrs within its purvicw activities specified under Schcdulc I

of thc CGS'I' Act, 2017;
. that in light of thc above there is no supply of gasses lost in transit, owing to thc

lact that it was lost in transit rather than having been supplied to the customer,

. that they would likc to rely on the below mentioned rulings viz

o I{ajrathnam's Jewelsl
o National I Iighway Authority of India2

I 2018 ( I s) Gs',l'l . 623 (AAR-GS]')
2 20t9 (27) GSl'l- l ss (AAR-GSI')

(-)
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o 'I'ako I Iolding GMIlIl3
o Deccan Mining Syndicate P Ltda

that the applicant has recorded the value of lost gascs as cost in thc books of
accounts; that assuming that they are including thc value charged to custotncr,
even in such a case, the applicant has discharged GSl'on thc cntire valuc of licluid
gases removed from the factory premises.

7 . The applicant further feels that they are not required to rcverse I'l'C

in terms of Section 17(5Xh) of the CGST Act ,2017, owing to thc following:

. that in terms of section 17(5)(h), ibid,Il'C is not admissiblc in rcspcct of goods

lost, stolen, dcstroyed, written off or disposcd of by way of gifl or frcc samplcs;

. that at the time of availment of I'fC, thc goods wcrc intcndcd to bc uscd in thc

manufacturc of finished goods & therefore lcgally thc I'l'C was cligiblc; that oncc

the I'fC is lcgitimately availed thcre is no enabling provision to dcmand thc samc

back;
. that there is no provision to demand the I I C availcd on inputs which havc bccn

issued in the manufacture of finished goods that arc thcrcafter lost, stolcn or

destroyed;
o that in the abscnce of a provision, the reversal of I'I'C on inputs alrcady uscd for

manufacture of finished goods that are lost or stolen or dcstroycd, oncc it is
legitimately availed, it cannot be demanded back;

. that they would like to rely on the below mentione d judgcments viz

o M/s. ARS Steel & Alloys International P Ltd)

o Irastman Exports Global Clothing P Ltd6

o M/s. It Ganpathy ChettiarT

o M/s. Sardhambika Papcr & Board Mills P [.td 8

. that thc transit loss is not a loss akin to thc onc contcmplatcd u/s 17(5X(h), ibid;

. that the gascs which werc lost in thc transit wcrc l=rnishcd goods which wcrc ncvcr

supplied to thc customer and accordingly, provisions of scction 17(5)(h), ibid arc

not applicable.

8. In view of the foregoing, the applicant raised the following qucstions

seekingaruling,viz

(i) Whether GSf is payable on goods lost in transit;

(ii) If GST is payable, what should be the value of supply for the purpose

of payment of GST;
(iii) If GST is not payable, whether the applicant is rcquired to revcrse

the ITC in terms of section 17(5Xh) of the CGST Act, 2017;
(i") If the applicant is required to reverse II'C in terms of scction 1 7(5Xh)

of the CGST Act, on what basis should thc applicant bc rcquircd to

reverse.

g. Personal hearing was granted on 4.12.20254 &.03.01.2025 whcrcin

Shri Gopal Krishna Mundhra, Advocate and Shri Krunal Jadwani, Dy Managcr

(Accounts) appeared on behalf of the applicant and reiterated thc f,acts as statcd

3 20r8 (19) GSTL 692 (AAR-GS]')
4 zo2r (90) GSI'R 391 (KAI{)
5 2o2l (6)'rMI 9s7 (Mad)
6 2023 l t2 GSI'R 106 (Mad)
7 2o2z (s6) GS't't. 129 (Mad)
8 zo21 (7)'t'Mt 3al (Mad)

a

\-/
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in thc application. Thcy submitted additional submissions containing the

lollowing viz

Iaf samplc summary report containing details of transit losses incurrcd in
September 2023 along with the corresponding documentation [including
transit loss invoiccs, GST invoices and loss documentation];

lbf sample copies of transit loss invoices generated for September 2023;

lcf copy of Chartercd Accountant's certificate dated 24"12.2024 and

Idl copy of'insurance policy covering loss of gases due to accidents.

I 0. At the outset, we would like to state that the provisions of both the

CIGS'I' Act and thc GGSI' Act are the same except for certain provisions.
'l'hcrcforc, unless a mention is specifically made to such dissimilar provisions,

a rcfcrcnce to the CGS'| Act would also mean a reference to the same provisions

undcr the GGST Act.

i I . Wc havc considercd the submissions made by the applicant in their

application for advance ruling as well as the submissions made during thc

coursc of pcrsonal hearing. We have also considered the issue involved, the

rclcvant lbcts & the applicant's submission/interpretation of law in respect of
clucstion on which the advance ruling is sought.

12. Ilclorc advcrting to the submissions made by the applicant, we wor-rld

likc to rcproducc the relevant provisions for ease of reference:

CE,NTTTAI, GOODS & SERVICE S TAX ACT, 2OI7

o Sectio n 7 . Scope of supply.-

(l) Itor the purstoses of this Act, the expression - "supply" includes-

(a) all .forms of supply of goods or services or both such as sale, transfer, barter,
exchange, licence, rental, lease or disposal made or agreed to be made for a
consideration by o person in the course or furtherance of business,'

l@a) the activities or transaclions, by o person, other than an indivicJual, to its
rnembers or constituents or vice-versa, for cash, de.ferred payment or other valttable
c:onsideration.

Iixplonation .-l"or the purposes of this clause, it is hereby clarified that,
notvvithstanding anything contained in any other law for the time being in force or
any,iudgment, decree or order of any Court, tribunal or authority, lhe person and its
rnembers or consliluents shall be deerned to be ltuo separate persons and the supply
o.f'actittities or lransaclions inler se shall be deemed to take place .fro* one snclt
persln to unolher: f

Page 4 of 9
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(b) import of services ft, o consideration whether or not in the course or furtherance
o.f business; fandJ

(c) the activities specified in Schedule I, made or agreed to be made without a
consideration,'

o Section 17. Apportionment of credit and blocked credits.-

5) I'lonuithstanding anything contained in sub-section ( I ) of section I 6 ancl sub-section

(l) of section 18, input tax credit shall not be available in respect of the.following,
namely:-

(h) goods lost, stolen, destroyed, written off o, disposed of by way o/ Sifi or .free

samples,' and

CENTRAL GOODS & SERVICES TAX ITULE,S 2017

o Rule 55. Transportation of goods without issue of invoice-

(l) Iror the purposes of-

(a) supply of liquic,l gas where the quantity at lhe tinte o.f remot,al ./rom the trtlace o/

business of the supplie'r is not knou,n,

(b) ro (d)

the consigner may issue a delivery challan, serially numbered not exceeding sixleen

characters, in one or multiple series, in lieu of invoice at the time of removal of goods

for transportation, containing the Jbllowing details, namely:-
(i) date and number of the delivery challan;
(ii) name, adrJress and Goods and Services T'ax ldentification JVamher of the

consi gner, if re gister ed,'

(iii) name, address and Goods and Services T'ax ldenti/ication I'{rtmber or Unique

Identity Number of the consignee, if registered,'

(iv) Llarmonised System of Nomenclature code and description of goods,

(v) quantity (provisional, where the exact quantily being supplied is nol knou'n );
(vi) taxable value,'
(vii) tax rate antl tax amount - central tax, State lax, integrated tcrx, Union

lerritory tax or cess , where the transportatirtn is.for supply lo the consignee,

(viii) place o/ supply, in case of inter-state tnovement; ancl

(ix) signalure.

(2) |'he delivery challan shall be prepared in triplicate, in case o.f supply o.f goods, in

the following manner, namelY:-
(a) the original copy being marked as ORIGII{AL ttoll CONSIGI{ltli;
(b) the dttplicate copy being marked as DUPLICA'I'\| ltOR'I'lAI'{SPOIlT'lill; and

(c) the triplicate copy being marked as I-RIPLICAT'|| l"OR COMIGI{lill.

(3) Where goods are being transported on a delivery challan in lieu o.[ invoice, lhe

same shall be declared as specffied in rule 138.

(4) Where the goods being transported are for the purpose of supply to the recipienl bul

the tax invoice coulcl not be issued at the time o.f removal of goods ./br the purpose of'

supply, the supplier shall issue a tax invoice a.fter delivery of goocls.

13. In the additional submission provided during thc course of pcrsonal

hearing, the applicant submitted a brief in respect o1 the thrcc gascs ie t\rgoru,

Pagc 5 of 9
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Oxygcn, Nitrogcn, their properties, how the liquified gases are stored, a writc

up on the manufacturing of the said liquid gases, further stating that the

liquification of gases only involves atmospheric air and cooling equipment; that

thc manufacturing process is fundamental to industrial gas production & is used

worldwide to produce these essential gases for medical, industrial and scientific

applications.

14. As far as supply of liquid gases and transit loss is concerned, the

applicant, in his additional submission, has further stated as follows:

o bcforc thc supply, thc cmpty vchiclc [VIC']"1''1, ir weighcd at thc factory
prcmlscs,

o ollcc thc liquid gas is loaded, thc wcighmcnt is donc to dctcrmine the quantity
ol licluid gascs filled in the VIC'l"f;

o thc dispatch tcam generates single or multiple dclivcry challans in tcrms of
Ilulc 55 of thc CGSI' I{ulcs, 2017;

o thc dispatch tcam initiates a trip sheet document simultaneously in SAP to
rccord movcmcnt of the vehiclc, distance travelled, etc.;

o thc finishcd goods is provisionally reduced in the SAP system; that an Ii-way
bill is gcncratcd for the transaction;

o thc goods arc unloadcd in the tank at the customcrs prcmises;
o aftcr unloading/dccanting at the customcrs premiscs weighment of thc vchiclc

is donc,
o upon rcturn of the vchicle at thc applicants premises, the wcighmcnt of thc

cmpty vchiclc is carried out to ascertain the delivered quantity, the loss, thc
rcturn/rcsidual ctc.;

o thc trip shcct clocurncnl is closcd in SAI);
o thc tax invoicc is raiscd by thc applicant on thc customcr to thc cxtcnt ol'thc

gas dclivcred by the applicant;
o thc transit loss entry is accounted in SAP to capturc the financial cost ol'

invcntory;
o thc applicant follows the same accounting practice at all locations; that thc

cost of production on account of the transit loss of liquid gas and thc GST
paid on thc transil losses is debited to P&L account;

o that they havc not obtained any insurance to cover loss due to evaporation:
that thcy havc only obtained insurance to insurc loss VIC'f'f & goods thcrcin
on account of accidcnts or othcr damagcs; that a copy of the marine cargo
opcn policy was also enclosed with the additional submissions.

I 5. Iinclosed with the additional submission, is a certificate dated

24.12.2024, Ilxhibit I", lrom M/s. S C Bandi &. Co, Chartered Accountants.

Consequcnt to vcrification, checking of sample documentation, the Certificate

mcntions thc dctail of transit loss of liquid gases during the FY 2023-24; that

the value of transit loss is expensed out in the applicant's book; that there is no

scparatc recovcry flor the transit loss made by the applicant from their customer

' Vaccum Insulatcd Cyogcnic'l'ransport'l'anks
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or transporter; that the coverage of marine insurance is in rcspcct of

transportation of liquid gas limited to accidental coverage and not normal loss.

16. lJnlike for the legacy period wherein Central Excise duty was tcr

be discharged on the loss in terms of circular No. 5691612001-Cx datcd

9 .2.200, ?S far as GST is concerned, levy is on supply. 'l'hc loss

nomenclatured as 'transit loss' , which occurs during the coursc o f

transportation and during the course of delivery at buyers premiscs, as is

evident from the paras above, is on account of the low boiling point and

volatility of the goods. It happens before the supply takcs place ie during thc

course of transportation from applicant's premiscs to the buycr's prcmiscs.

17 . In terms of section 10 of the IGST Act, 2017 , the placc of supply

of goods other than supply of goods imported into or exported from India,

where the supply involves movement of goods, shall be thc location of thc

goods at the time at which the movement of goods terminatcs for dclivcry to

the recipient, irrespective of whether the movemcnt of thc goods is by thc

supplier or the recipient or by any other person. -fhus, thc transit loss, as is

evident, is before the place of supply of goods.

18. As far as the time of supply of the goods is concerned, in tcrms

of section 12 ofthe CGST Act,2OlT,itshall be earlier of thc following datcs

namely,

(a) the date of issue of invoice by the supplier or the last datc on which

he is required, under section 3 1, to issue the invoice with rcspcct to thc

supply; or
(b) the date on which the supplier receives the payment with rcspcct to

the supply:

l'he applicant is on record, that the invoice is generated post thc supply ol'goods,

bcfore which, the transit loss has occurred.

19. As far as the scope of supply is concerned, sectron 7 , freproduced

supral, clearly states that that supply includes all forms of supply of goods or

services or both such as sale, transfer, barter, exchatrge, liccnce, rental, lcase or

disposal made or agreed to be made for a consideration by u pcrson in thc coursc

or furtherance of business. It is evidentthat there is no supply of thc said goods

by the applicant to its customer more so since the loss is bclorc thc goods arc

Pagc 7 ol9
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handcd ovcr to thc customcr. Iiven on the parameters of place of supply and thc

tinte of supply, srnce the loss occurs prior to both the place of supply and thc

timc of supply, in this peculiar situation, we hold that there is no supply as far

as transit loss is concerncd.

20. In view of thc foregoing, we find merit in the claim of the applicant

that thcy are not liable to pay GSTon the transit loss of the gas.

2l . Now moving on to the second issue ie reversal of ITC, we find that

thc provisions of section 17(5Xh), states that ITC is not eligible on goods lost,

stolen, dcstroyed, writlen off or disposed off by way of gift or free samples.

'l'he goods as mentioned above is lost/destroyed during the course of transit. It

is not a manufacturing loss. Section 16 of the CGST Act , 2017 , clearly states

that a rcgistcred person shall bc entitled to avail ITC charged on any supply of

goods or scrviccs or both which are used/intended to be used in the course or

f urthcrancc of business. In this case, as far as the goods lost during the coursc

of transit is conccrned, it cannot be said that the inputs involved finvolved in

thc goods tnanufuctured & subsequently lost in transit] have been used in the

coursc of furtherance of business, as we have already held above that there is

no supply involved, as far as the transit loss is concerned. This renders the

crcdit availed on the inputs used in the goods lost in transit to fail the vesting

condition attached to the validity of the credit taken under section 16( 1) being

propcr cnd use ol'the inputs. Credit is not a vested right at the time of receipt

of inputs but can only be availed on satisfyirrg all vesting conditions, including

its participation in a taxable outward supply. lhis not being the case, we find

that the applicant is hit by blocked credit as per section 17(5), ibid.

22. In vicw of the foregoing, we rule as under:

RULING

(i) Whcthcr GS'l' is payable on goods lost in transit;
Ans: No GS'f is payable on the goods lost in transit.

(ii) I{'GSf is payable, what should be the value of supply for the purpose of
payment of GST;
Ans: Not applicable.
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9

('t;j,

((iii) If GST is not payable, whether the applicant is required to reverse thc I'I'C
in terms of section 17(5Xh) of the CGST Act,2017;
Ans: The applicant is not eligible for the ITC in respect of inputs uscd in thc
goods lost in transit & hence is required to reverse the ITC in terms of scction
17(5Xh) of the CGST Act,2017 .

(iv) If the applicant is required to reverse ITC in terms of section 17(5Xh) of the
CGST Act, on what basis should the applicant be required to revcrsc.
Ans: The applicant is required to reverse the I fC involved in thc inputs uscd in
the outward supply which was lost in transit, in terms of section 17(5Xh) rcad
with section 16 of the CGS'I Act , 2017 .

(K hukla) .Mcena)
Member (SGST) Member (CGS'l')

\.7

Place: Ahmedabad
Date: U03.2025
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