TELANGANA STATE APPELLATE AUTHORITY FOR ADVANCE RULING
(Goods and Services Tax)
1# Floor, Commercial Taxes Complex, M.J. Road, Nampally, Hyderabad 500 001

AAAR.COM/01/2020 Dated: u*“ua, 2021

Order-in-Appeal No. AAAR/CI /2021
[Passed under Section 101 (1) of the Telangana Goods and Services Tax Act, 2017)

Preamble

1. In terms of Section 102 of the Telangana Goods and Services Tax
‘Act, 2017 (TGST Act, 2017 or the Act), this Order may be amended by
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Subject: GST - Appeal filed by M/s.Sushi Pet Nutriscience,
Secunderabad under Section 100 (1) of TGST Act, 2017 ogainst
Advance Ruling TSAAR Order No.04/2020 dated 24.6.2020 passed
Authority for Advance Ruling - Order-in-

d under Section 100 (1) of the Telangana
nafter referred to as “TGST Act, 2017" or
riscience, Plot No.182, No.2-10-26/3, Sri
Secunderabad having GSTIN - No.
hort as “M/s.Sushi” or “the appellant”)

20 (“impugned order") passed by
e Ruling (Goods and Services Tax]
er Authority”) in respect of an
vance Ruling with regard to HSN
oultry meal” & (i) “"Poulfry Fat"”

Ruling Authority had given the

le under Chapter Sub Heading No 2301
iff Act, 1975 and the supply of the same
GST) under SLNo. 103 of the Schedule-1
(as amended)

under Chapter Subheading No.1501 90

1975 and the supply of the same
ST/UTGTS) vide entry No.19 of the
8.06.2017 (as amended) .

ling (1) above in respect of “pouliry
been disputed by the appellant.

. Act, an appeal against Advance Ruling
ty, has to be filed within thirty {30) days
of to the applicant. The impugned Order
appellant on 14.07.2020 as mentioned in
fled the appeal on 05.08.2020, which is

B

The facts in brief, are as follows:

M/s Sushi Pet Nutriscience, is a partnership firm engaged in manutacturing
/ rendering of "Poultry Meal’ and ‘Poultry Fat'. Both these products are used as
one of the protein raw material in the manufacturing of animal feed and aqua
feed by these industries. The major raw material for manufacturing poultry meal
and poultry fat is chicken wastages such as chicken legs, chicken head,
infestine, feathers, skin etc. which is bought from the chicken stall owners in twin

cifies and other parfs of Telangana State. The manufacturing process was
detailed as follows:
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amino acids. The animal feed manufacturers use the product as per their

standard formula in their manufacturing process of compound animal feed so

that the feed will become whole some or complete feed which will help
- improve the health of the animal.

ey Valso referred to the definition of Concentrate feeds, as PER FAO
'd agriculture Organization) as under:

nay be broadly classified as concenfrate and roughages,

;omposition. Concentrate are feeds that contain high
rude fiber content (less than 18% of dry

' nutrients. Roughages are feeds with low

content over 18% of dry matter including
ers.

iergy referred to as energy concentrates
, or high in protein, with over 20% crude
ates. Concentrates may be fed in raw or
mes referred to as straights) or maybe
for particular production purposes.

manufacture of ‘poultry meal’ is
otes to Chapter 23 which reads as
imal feeding, not elsewhere specified or
erials to such an extent that they have
other than vegetable waste, vegetable

d by the appellant is in the nature of a
obtaining compound animal feed. The
' poultry offal (intestines, feather, feet,
t of amino acids, proteins and minerals
the animals that consume them. The
e/ roughages, forms a whole meal for
- Without the addition of poultry meal, the fibre/roughages would
te to the growth of the animals while without the fibre/roughages,
Id be difficult for the animals to digest the poultry meal. Therefore, the
- poultry meal is essentially an animal feed.

(i) Poultry meals are directly edible by animals and it provides essential growth
nutrfion. However, when combined with fibre and other substances, the
resulfant Compound would be opfimum to aid the animals in consumption

and digestion. The finding that poultry meals are not directly used as feed to

animals is erroneous and without consideration of basic aspects of animal
feeding.

(iv) Even otherwise, the observation of the AAR that poultry meal is not directly
fed fo the animals and therefore, is not covered within the language of the
Heading of Chapter 23 is ermoneous. The Heading of Chapter 23 nowhere
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authority
31.12.201

3:_-1

kind must itself be directly fed to
ducts may be "“used in animal
ass concentrates such
for the purpose of

poultry meal is

1, that does not

e for compound
aspect that, like
bre in their meal.
“animals but that
limals and not aid
nd nutrition, the

I needs to be
animals. Merely
erial, it does not
rwise accurately

2309 90 20 ie.
redundant if the
fed to




animal feed or inputs on merits. The e

\ ‘ . xtract referred to by th i
misunderstood since the facts arising from the case, which ga‘:ra ri:e’ttg lihg
reierem;e. were merely recorded by the Five Judge Bench and no finding or
determination was rendered by the Five Judge Bench.

r

(X) The AAR erred in brushing aside the decision relied upon by the appellant in
the case of M/s. Supreme Suguna Foods Company Limited (2015 316 ELT 341
Tri. (?hannuil. The Tribunal had found that high protein poultry mash is
classifiable as a preparation of a kind used in animal feeding. The poultry
meal that is the subject matter of the question before the AAR is similar in
nature to the high protein poultry mash. Since poultry meal is a concentrate
for‘cornpounded animal feed faling under Chapter-2309, the heading of
which is preparations of a kind used in animal teeding, the decision of CESTAT
is in favour of the Petitioner and ought to have been applied by the AAR.

[x)] The AAR's eror in judgment is evident from a reading of Entry 102 of
Nofification N0.2/2017 dated 28.06.2017 itself. Entry 102 contemplates that
supplements, husks, concentrates and additives are included within the
meaning of aquatic, poultry and cattle feed. If the interpretation of the AAR
is accepted, the inclusion of concentrates within the scope of feed would be
emroneous since concentrates, being what they are, are difficult to be
digested when fed directly. To aid the digestion of the same, the
concentrates are subjected to further processing before being fed to the
animals. The intention of the policy maker is that concentrates, without any
qualification of whether used for further processing or not, fall within the
scope of feed.

(xi) Therefore, pouliry meal manufactured and sold by the appellant is classifiable
under Chapter 23 (2309 9020) as Copcentr for Compound Animal Feecl

[xii) Accordingly. it was prayed that the
meal be declared as exempt fron
No.2/2017 (Central Tax-Rate) da

Personal Hearing:

5.1. In terms of Section 101(1) «
hearing, in virtual mode on 26.03.2
for the appellant. He reiterated
and requested to consider the samr
Hon'ble Customs, Excise & Servi
Bench in Supreme Suguna Foods
(Tri-Chennai). The said indusiry/u
(HPPM) which is similar to their pr
“product”). The Hon'ble Tribu .
classifioble under Chapter Heading 23
that it is classifiable under chapter 2302
of CTA (Customs Tariff). Though the sai
them, the Advance Ruling Authority has
nor stated why it is not applicable or how
the said decision of Hon'ble Tribunal ha:
classification ordered by Advance
Hon'ble Tribunal's judgment.

.

52. He also referred fo Note 1 fo |
as: "Heading 23.09 includes prod
elsewhere specified or included, ob
materials to such an extent that they




the original material, oth

products of such process?r:g:f?m;‘hv: ngbref el 15 ot e anc! by.
process specified above on.d 1h¢_:,=I:};.-C::sieuru(iic:rlﬁﬂﬂL-Ifm:iun'm:'i B o ihe
material is lost totally, the B e plenc) waste
concanticle vt iRaE PFOr;iuc1 Is In powder form and in the form of
nsring i ch has to be mixed Iwilh starch and other feed items etc. for
‘concentrates f?:-r Cérgmggur:'c? qi?r?:mimfzgd 'Thmdr:ﬁcdmg Tty

. . . a an erefore, their product fc

ﬁg%ef;é?lg_geeiﬁ;n%r igg;gr}ﬂcéw?yde;gnaf’;gr;ier entry No,102 ofNotifiﬁ;cEE
: _ : ate 06. which co 3 '
including shrimp feed and prawn feed, poultry feed & caﬁ; fecé%ruc::gﬂuﬁid
grass, hay & straw, supplement & husk of pulses, concentrates &rc:ddr'a‘r'vesg
whe-_::f bran & de oiled cake'. The Advance Ruling Authorit;r has erred ir’|
ho!dmg that the product is not directly fed to the animails but is a raw material of
animal feedkcnd therefore not eligible for the benefit of exemption. Whereas
the pr_odu:-ﬂ is covered by Heading 2309 which applies to '‘Preparations of odkidnd
used in animal feeding', which is also supported by Hon'ble Tribunal’s judgment
The Authority however has not relied upon the judgment of the Tribunal. :

5.3. The learned Advocate further stated that the Advance Ruling Authority
has referred to Hon'ble Supreme Court judgment in Dilip Kumar & Company [
2018 (361) ELT.577 (S.C.)]. However, in the said judgment, the question was nof
_obout classification of the product, but on the norms to be followed when there
is ambiguity in exemption Notification. The Hon'ble Court has held that when
there is ambiguity in exemption Notification, the benefit should go to the State.
The said decision has no application whatsoever to the instant case of
classification of ‘poultry meal' manufactured by them. He therefore prayed
that the impugned Advance Ruling be set aside and their appeal be allowed
by classifying the Poultry Meal under Heading 2309 as ‘Preparation of a kind
used in animal feeding' and specifically 2309 %0 20 as ‘concentrate for
compound animal feed'.

Discussion, Findings and Determination of the Appeal:

B

6. we have carefully considered tﬁe ~ts on record, the relevant entries in

the Customs Tariff and the exemption N _-."fi'on No.2/2017 —C:‘entral qu_[Rote]
dated 28.06.2017, the impugned order passed by Advance Ruling A‘uthoniy, the
appellant’s grounds of appeal and submissions during personal hearing.

7. we find that there are two issues for determination in the subject appeal.
clcssificaﬁé;'of the product ‘pouliry meal’ whether it
No. 2301 10 90 of the Customs Tariff Act, 1975 as held

the impugned order or whether it falls under Tariff
nd animal feed' as

> Firstly, the correct
falls under Tariff Item
by the lower authority in
tern No. 2309 90 20 as ‘Concentrates for compou

contended by the appellant.

g o P - ;
er the said product is eligible for exemption in terms ©
Nofification No.2/201 7-Cenfral Tax (Rate) dated

Jaimed by the appellant of the same is not
o 4 : le to 5% GST as held

» Secondly, wheth
entry SI.No.102 of

28.06.2017 (as amended), .
eligible for the said exemption and hence chargeab

by the lower authority in the impugned order.

8 For determining the above. the relevant ﬁn:i;as in ;:u; F:r;: asri?}?:im: rm:g Eth"lﬁ
' et 1975 (*Customs Tariff" in short) me :
S;L;;:{;:rg? égglanaiion (i) and (iv) to Nolification No.lf201?;§2en:r;|;g:“§§?;?s]'
dated 28.6.2017, the classification of goods has to be done m:; B
o adings, sub-headings and Tariff oM numbers of the Cus
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Explanatory Notes;, it appears that the goods

the goods “poultry mear" §

tem 2301 covering “meals of me
similar, rather id&rrf?:uﬂgctﬁ:: T;g*«améiacture SRIThee By The Gppe"c’mc:‘:
under Heading 2301 STE omaskn fos Al Seveoalory Notes

10.2. With regard to the g ' Clai
ppellants’ claim for classifying the impugned
: ' : : oods
soqsmcqncenhctes faling under Heading 2309 of the Customs Tcriff.gwe fir?cl the
€ is legally untenable due 1o the following reasoning.

10.3. In order to fall under Headin
‘ . g 2309, the goods should b
a kind used in animal feeding". . S

terms of the heading and

2307, _ “"Preparations of
Considering the said specific phrase used as the

‘ also considering the various types of goods
mentioned thereunder ie., Dog or cat food, in retail torm, compound animal

Mok o T T S0 i L o oip accouitihe 48N exknatory
i _ ' eading is
applicable to finished products which are as such fed to the animals. To further
elaborate, the Heading contains the wording as “..used in animal feeding” and
na:';ﬂ as “..used in animal feed(s)". The phrase ‘'used in animal feeding’ has a
distinct connotation to denote goods which are fed to animals in a ready to eat
condition. whereas the latter phrase ‘used in animal feeds' will cover raw-
materials or ingredients which are used in further manufacture / preparations of
animal feeds. The impugned goods ‘pouliry meal' are not marketed or sold for
feeding to animals as such, as per the record available before us. On the
contrary, these are sold/supplied to ma urers al feed/aqua feed.

10.4. The appellant has also conte
trade as ‘animal feed suppleme
‘concentrates’ and therefore

‘concentrates for compound
submissions in this regard. F “that the product
‘pouliry meal’ is known in frade as * the appellant has
not adduced any docume port / establish the
said claim. On the other he d position that
the poultry meal is a raw-materia mal feed / agua
feed and it is supplied by the of animal
feed/aqua feed. o

10.5. The word ‘concenirates’
dictionary meanings (Oxford,

‘concentrates’ noun form is
diluting agenf, a concenira
under the description ‘conc

y meal’ is known in the
are in the nature of
] 2309 90 20 as
considered the

. As per standard
c.), the meaning of
oving or reducing
, in order to fall
to be a particular

¢ ing 2309,
substance which is in concenira’ ( : Hac:;llgﬁp' -
the phrase ‘concentrates for : _ ﬁuwouted e

goods/products which cont
which is used in O C
feed’, in common frade paric
ingredients in suitable and
including grains, brans, pro
oppellant however has not
technical literature efc., 10 $
above criteria so as 10 que
claims fo be unsubstanfial

10.6. It is further obsenve

npound animal
yncentrate feed
ients commonly
-vitamins etc. The
vidence, including
‘meal fulfils the

o 1o Ch23 in the
2309 include those

Customs Toriff, as refemea aracteristics of the
which ore = ct showing that the
original ular structure of the
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pellets... of meat and meat offal...". Hence, the above case law is clearly
distinguishable on the facts and context of statutory text / classification enfries
Involved, whereby it cannot be said to be a binding precedent to be applied to

the present case. Accordingly, we find the appellant's arguments in this regard
to be legally not tenable.

12.  Further, in terms of Rule 1 of the Interpretative Rules, the “terms of the
headings” are the primary and the paramount criterion for classification,
Heading 2301 covers "meals.. of meat or meat offal" and admittedly the
impugned goods are “poultry meal" made from chicken wastages etc.  Thus,
we find that the appropriate classifi- ation is under Tariff Item 2301 10 10
covering "Meat meals and pellets” and not under Tariff Item 2301 10 90 -
‘Other’. Since ‘meat meal' finds a specific mention in Tl 2301 10 10 they will
merit classification under this heading as opposed to 2301 10 20 which is a
generic entry. Therefore, the lower Authority's ruling to this extent, merits to be
modified in accordance with Section 101 (1) of the GST Act, 2017 which
specifically empowers modification of the ruling appealed against.

13. Inthe light of the above, insofar as the first issue in the appeal dealing with
classification of the product “Poultry Meal" is concerned, we hold that the same
falls under Heading 2301 of the Customs Tariff (applicable for GST purposes) and
in particular, under Tanff ltem No. 2301 10 10, as detailed supra.

14. The second issue for determination is whether the poultry meal is covered
by the exemption entry SI.No. 102 of Nofification No.2/2017-C.T. (Rate] dated
28.06.2017 as claimed by the appellant or not.

15.1. The said exemption entry (as amended) reads as under:-

R Chapter / Description of Goods ‘
| No. Heading / o Bk
; Sub-
' ' heading /
Tariff item

(1) 2) S )
i 2301 Agquatic feed including shrimp feed and

prawn feed, poullry feed & cattle feed.
| 102 45 including grass, hay & straw,
gggg supplement. & husk of  pulses,

concentrates & additives, wheat bran
& de-ciled cake.

15.2. The eniry refers to both the classification i.e., Chfnpier Heading /
subheading / Tarff Item and also specified description, in Gal: [2) & (3)
respectively. The impugned goods ViZ., ‘Poultry meal’ have' been hgld Iro be
classifiable under Heading 2301 of the Customs Tariff. The said HEGdI.ng figures
n Column (2) of the entry No.102. However, the goods ‘poultry meal’ does not
figure in the list of goods specified by description in Column (3) above. Hence,
the ‘poultry meal' is not eligible for the above exemption.

15.3. The appellant has claimed the exemption on ipe bgsis .‘:'f their cpmgnnon
that the pouliry meals is classifiable as ‘concentrates’, wh1::|h is uppearln? in me
exemption entry. We have already examined the said claim and nega ed he
same vide our findings and discussion, supra. The same holds good and applies

in this context also.
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