WEST BENGAL AUTHORITY FOR ADVANCE RULING
GOODS AND SERVICES TAX
14 Beliaghata Road, Kolkata - 700015
(Constituted under Section 96 of the West Bengal Goods and Services Act, 2017)

BENCH
Shri Sydney D’Silva, Joint Commissioner, CGST & CX
Shri Parthasarathi Dey, Senior Joint Commissioner, SGST

Preamble

A person within the ambit of Section 100 (1) of the Central Goods and Services Act, 2017
or West Bengal Goods and Services Act, 2017 (hereinafter collectively called ‘the GST
Act), if aggrieved by this Ruling, may appeal against it before the West Bengal Appellate
Authority for Advance Ruling, constituted under Section 99 of the West Bengal Goods and
Services Act, 2017, within a period of thirty days from the date of communication of this
Ruling, or within such further time as mentioned in the proviso to Section 100 (2) of the
GST Act.

Every such Appeal shall be filed in accordance with Section 100 (3) of the GST Act and the
Rules prescribed thereunder, and the Regulations prescribed by the West Bengal Authority
for Advance Ruling Regulations, 2018.

Name of the applicant Ratan Projects & Engineering Co Private Limited
Address 26, P.K. Tagore Street, Kolkata 700006

GSTIN 19AADCR8426M1ZS

Case Number 05 of 2019

ARN AD1901190004939

Date of application January 24, 2019

Order number and date 49/WBAAR/2018-19 dated 28/03/2019
Applicant’s representative heard Ranjay Nayak, Advocate

1. Admissibility of the Application

1.1 The Applicant is stated to be a manufacturer of cable tray, angel ladder tray etc, which
are mainly used for electrical works. The Applicant sends steel structures for galvanising to
a job worker along with furnace oil, zinc, nickel that are to be consumed in the galvanising
process. He seeks a ruling whether dispatch of those consumable materials is to be treated
as supply from the principal to the job worker if they are not returned within the time
allowed under section 143(1)(a) of the GST Act. An advance ruling is admissible on this
issue under section 97(2)(g) of the GST Act.

1.2 The Applicant declares that the issue raised in the application is not pending nor
decided in any proceedings under any provisions of the GST Act. The officer concerned
from the revenue has raised no objection to the admissibility of the Application.
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The Application is, therefore, admitted.

2. Submissions of the Applicant

2.1 In his written submission the Applicant elaborates on the proportion in which zinc, nickel
and furnace oil are consumed in the galvanizing process, and reiterates what has been
stated in the Application.

3. Observations & Findings of the Authority

3.1 Job work is defined under section 2(68) of the GST Act as any treatment or process
undertaken by a person on goods belonging to another registered person, and a job-worker
shall be construed accordingly. The Applicant sends steel structures of different names and
shapes to a job-worker for the process of galvanising, which effectively means the
application of a protective zinc coating to prevent rusting. It is, therefore, an intermediate
stage in the Applicant’'s manufacturing activity, and the ‘inputs’ mentioned in section
143(1)(a) include the intermediate goods arising from the process of galvanising (refer to
Explanation to section 143). Therefore, the return of the galvanised goods to the Applicant
satisfies the condition of receiving back the ‘inputs’ in accordance with section 143(1)(a) of
the GST Act.

3.2 The ‘inputs’ returned, however, do not include in their original physical forms the goods
like furnace oil, zinc etc that have been sent to the job-worker. The Applicant submits that
these goods have been consumed in the galvanising process. The most commonly used
galvanising techniques require immersion of the steel structure in a bath of molten zinc.
The zinc is contained in a galvanising kettle, which is heated to the point when the zinc
turns liquid. Furnace oil is consumed in the heating process. Use of nickel, according to the
Applicant, is rare and depends on the buyer’s requirement.

3.3 It is, therefore, evident that galvanising involves consumption of zinc, furnace oil, and
sometimes nickel — either as raw materials or consumables. Whether the entire quantity of
such goods sent to the job-worker has actually been exhausted in the process is a question
of evidence and records. The issue this Authority decides is, however, limited to whether
the goods that are not returned physically as ‘inputs’, being consumed in the process of
galvanising, should be treated as supply in terms of section 143(3) of the GST Act.

3.4 In Rahee Infratech Ltd [2016 (339) ELT 293 Tri — Kolkata)] CESTAT, Kolkata Bench
decided a similar question in the context of Cenvat credit. The appeal was filed against the
order of the Revenue, refusing to allow Cenvat credit on the zinc sent to the job-worker for
galvanising on the ground that the said zinc had not been returned along with the
galvanised steel structures. The Id court, being satisfied that the zinc had been exhausted
in the galvanising process, rejected the Revenue’'s argument and allowed the appeal.
Clearly, the idea that what has been used up must be physically returned does not find
favour with the judiciary.

3.5 The goods that are used up in the galvanising process cannot be separated from the
galvanised goods. The meaning attributed to ‘inputs’ in the Explanation to section 143
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takes care of the difference between the inputs sent to the job-worker and the goods
returned after some intermediate treatment/process like galvanisation that may exhaust
some of the inputs sent out. It expands the meaning of ‘inputs’ to the intermediate goods
that include, as embedded, attached or consumed, the inputs that are exhausted in the
process of manufacturing the intermediate goods. So, the zinc, furnace oil or nickel
exhausted in the process of galvanising need not be physically returned. If the galvanised
structures are returned that will be sufficient compliance of section 143(1)(a) of the GST
Act.

In view of the foregoing, we rule as under.

RULING

Return of the galvanised goods to the Applicant satisfies the condition of receiving back the
inputs in accordance with section 143(1)(a) of the GST Act. As the goods like furnace oil,
zinc etc - consumed in the process of galvanising — are inseparable from the galvanised
goods, they should not be treated as supply in terms of section 143(3) of the GST Act,
provided they have been entirely used up in the process of galvanising.

This Ruling is valid subject to the provisions under Section 103 until and unless declared
void under Section 104(1) of the GST Act.

(SYDNEY D’SILVA) (PARTHASARATHI DEY)
Member Member

West Bengal Authority for Advance Ruling West Bengal Authority for Advance Ruling
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