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PROCEEDINGS OF THE APPELLATE AUTHORITY FOR ADVANCE
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BEFORE THE BENCIH OF

(1) Shri Chandra Prakash Goval, Member
(2) Shri Rajat Bansal, Member

Order No.  STC/CG/AAAR/01/2022 Dated,26./04/2024

Name & Address of the Shri Dongarmal Jain, S'o Phool Chand Jain,

Appellant Proprietor. M/s Shraddha Traders, Village  Jeora
Sirsa, Dur. Distict-Dury, (C.Go

GSTIN 22ACGPIZTARNIZE

Order of AAR  under STC/IAAR/OE 2322, Dated 31-10-2022
Appeal before AAAR

PROCEEDINGS

[Under Section 101 of the Central Goods & Services Tax Act, 2017 and
Chhattisgarh Goods & Services Tax Act, 2017]

L. At the outsel, we would like to make it clear that the provisions of the
Central Goods & Services Tax Acl 2017 (here-in-after referred to as the
“CGST Act’) & the Chhattisgarh Goods & Services Tax Act, 2017 (here-in-
after referred 10 as the “SGST Act” or “CGGST Act”) are mirror images of each
other except for certain specitic provisions. [ narefore, unless a specific mention
is made, a reference to the CGST Act would mean a reference to the similar
provisions under the CGGST Act and vice versd. Further, the expression ‘GST
Act’ would be a common reference 10 both the CGST Act and CGGST Act.
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This present appeal dated 13.12.2022 has been hiled under Section 100 of
the CGGST Act, 2017,

3 Brief Facts of the case :-

3.1 The appellant is engaged in the business of running a rice mill and the
wesent appeal has been filed by them seeking advance ruling regarding
Nissitication & appiicabibity of GST on sale of Rejected Paddy Seed which has
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g5
d be used tor
Industrial Usage, Cattle Feed Production, Manure Production, ete. The appellant
have been awarded tende
|

been mformed to be nor it for human consumption & cou

by Chhattuisgarh State Cooperative  Marketing
-ederation for purchase of Rejected paddy and out of the said purchase; certain
portion could be sold as such. The appellant in the present case was planning for

sale of Rejected Paddy in the bags having quantity of more than 25 Kg

extrdact ol tender dOCUIMents 1Ssue

Relovant { by Chhattisgarh State Cooperative
Marketing Federation having details of Rejecte

wed paddy catcgornized for usage as
Anmimal Feed. Cattle Feed, Poultry Feed, Industrial use was also furnished.

tad

Question(s) on which advanee ruling was sought for:-

tir - Classificanon and applicability of GST Rate on the Sale of Rejected
Paddy Sced i a bag of quantity more than 23Ky

(i1)  Applicability of S. No. 70 of Notificution No. 02/2017-Central

[ax
(Rate), dated 28 06,201 7.

(11)  Determination of hability to pay tax on supply of rejected paddy sale

(1v)  As the rejected paddy is turther catcgorized based on its usage such as
Animal Feed, Cattle Feed, Pouliry Feed, Industrial use, Manure cte. Would it
make any differential classification under cach category from the GST
perspective based on Harmonized System of Nomenclature?

(v) It answer to above is affirmative, then provide the HSN classification &
GiNT rate based on usage separately

4 Advance Rulings ;-

The Authority for Advance Ruling vide Order dated 31.10.2022 gave advance
ruling as under-

(a)  Rejected paddy seed would merit classification under chapter heading
100610, subject to the compliance of the stipulations and condition as
mentioned in the Section note and chapter note specified therein.

(b)  The exemption from whole of tax as provide wunder S. No. 70 of
Notification No. 02:2017-Central Tax (Rates. dated 28 06,2017 as amended
vide Notification No. 07/2022- Centra! Tax (Rate), dated 13.07.2022 is not
eligible for supply of “Rejected paddy/ Damaged paddy™ for the reasons as
discussed above.

(¢) “Rejected paddy/ Damaged paddy ™ per se supplied by the applicant,
wocured by them although merits classification under chapter 1006 10 subject
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,;-l cnee af e conditions as stipulated wider chapter note and sectio

discussed supra, would be leviable to tax @ 2. 5% CGST+ 2 5% ("('(I"L% T“m i
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(@) Regarding categorization of rejected padidy based on ity usage such a
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ey N e ; el
jeenC Itic feed, meanure eic No conclusive ruling regavding classification froni
the GST _x'-‘:,"."."}"vn'f}". ¢ hased on HSN could be defivered
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3. Question raised before Appellate Authority for Advance Ruling

(AAAR):-

The question before the Appellate Authority is regarding classification of

rejected paddy seed and taxability on the sale of the same in 4 hag of quantity
more than 25 Kg and whether the exemption under S. No. 70 of Notitication
No. 02 201 7-Central Tax (Ratey, dated 28.06.2017 is applicable on the same Or

il S

ol

6, Grounds of Appeal:-

The appellant tiled @n application ¢ wed 13.12.2022 before us wherein it

15 stated that-

() e AAR in its order dated 31-10-2022 found the classification of goods
under chapter heading “1006 - RICE” correctly but erred in concluding that the
exemption vide 5. No. 70 of Notification No. 02/20] 7-Central Tax (Rate), dated
28.06.2017 are not applicable in the present case vide Para 12.3 of impugned
order dated 31.10.2022

(i) Notification No. 012017 dated 28.06,2017 provides the 5% ST rate o
Rice which is pre-packaged and labelled covered under HSN - 1006 whereas
Notification No. 02/2017-Central Tax (Rate). dated 28.06.2017 provides the
exemption to Rice which is other than pre-packaged and labelled covered under

HSN - 1006. Therefore, noticication has made distinction only on the base of

pre-packaged and lubelled and other than pre-packaged and labelled,

(iii) As per Chapter 10 of Customs Taritf, covered cereals & the relevant
classification of rejected paddy falls under ™l ISN Cede 1006 - Rice™.

v} The relevant Explanatory note to HS Code 1000,
(Paddy or rough rice), that is to say, rice grain tightly
hence. the same is covered under exemption of 5 N
02 2017-Central Tax (Rate), dated 28.06.2017 as amended by Notification No.
07 2022-Central Tax (Rate), dated 13.07.2022

enveloped by the husk
70 of Notification No.
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R }'lk.tllu‘c‘ the rejected paddy is covered under HSN 1006 10 and also
cligible for exemption under HSN headine 1006.

he only question whicl ne
rce classified as

ackaged

V1) : ; : ]

( cds 1o be addressed is that when will be the
pre-rackaced and labelled and when as other than pre-
and labelled which ic governed by the clause (1) of Section

: 2 of the
Legal _\'lel'.'t.f\(‘agj\' Act, 2000

1) AAAR, Uttarakhand in case of M/s Sam Overseas vide order No. 08/18-
19 dated 30.03.2019 has ruled that rejected paddy is covered under HS Code-
10061010 and is exempt therein vide Natification No. 02:2017-Central Tax
(Rate), dated 28.06 2017

~

Personal Hea ring :-

Keeping with the established |
personal hearing
19.04.2023

principles of natural justice, a virtual
in the matter was granted to the appellant initially on
Accordingly. Shri Shubhan Jain, CA & Shri Deepak Kumar Jain,
CA. the authorized representative of the appeliant appeared virtually and
reiterated  their  contention  as  submitted in their  application  dated
12.2022 However, the order could not be issued as both the earlier members
of the AAAR got transferred und new members joined the offices.

13,
of Hence, ca
ppellant on 21.02 2024
Accordingly, Shei Deepak Kumar Jain. CA the

representative of the appellant appeared o irtually

personal hearing in the matter wus again granted to the a -4
in virtwal mode authorized

and reiterated their contention
as submitted in their application dated 13.12.2022

b Discussion and Findines: -

8.1  Accordingly, atter careful consideration of the case, ruling of the AAR,
relevant rules. regulations and notifications there-under  various statutory
guidelines having bearing on the issue in hand and raised by the appellant, we
proceed to decide the case in accordance with the law.

8.2 On quick glance through the case records. we find that the issue under
consideration in brief is-

ta)  Whether the rejected paddy (further categorized based on its usage such
@5 Animal Feed, Cattle Feed, Poultry Feed, Industrial use, Manure, ete.) is
covered under S. No 70 of Notification No. 02/2017-Central Tax (Rate), dated
25.00.2017 1.e. exemption notification ?

Whether the rejected/damaged paddy can be said to be of seed quality?

Whether the rejecled/damaged paddy has been rightly covered under
G CE e AR
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83 We are of the -
basic L'h;l!';u‘liit\:'ltr?ltlcl‘]qt!}j:i:h::}i? i b Guality cereal crop,
. ST AW ;f‘r’clt‘, such s e
GEYC S eed purity
(b1 Sprouting capacity
() I must be dree from seed bove diseases and pest
24 From above mentioned basie charict
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Rejected 'damaged pad

v is devoid ol alf ¢
crary I thae yaa i i | |
crop. In this repard, AAR has rightiy reject

under LISN 1006 10 10, Held accordingly

8.5
heading 1006 ot GS 1 tariff is as below: -

Chapter Sub-heading! Tariff-ltem

1006

10 1
1006 10 10

1006 10 90

On perusal of the ¢l
placing the ‘Rejecte
Husk (Paddy or Roug
threshing. Thus,
for regular rice W hich is
common parlance. Rejecte

Rejected Damaged paddy 1s the one wh

as it is not fit for human consumpution. AS
B e [ seed quality. Therefore, appropriate!

Lo BMThg - ~ O A O LR Y
Wm}%\‘jmm 10 90, Held accordingly.
i D

h). Paddy becomes

0
ii

in

examine the apphc
dated

Now. we come 1o
02 2017-Central Tax (Rate),

3\
200
£O

To determine the exact classification,

assification from the table
d/ Damaged Paddy’ und

rice is a part of paddy. This
for human consumption,
d Damaged p:
ich can’t he consu

eristics ol w seed quality cereal crop,

it is clear that rejected damage
e 1t rejected damaged paddy as the nume suggests, is much less likely
of seed quality cereal crop as it won’® /

il
1

Iha\-'u sprouting  capacity.
vracteristics of a sced quality cereal

cd the clam of appeliant for puting

the relevant portion of the Chapter

Deseription of Goods

e

Jice 1 the husk (paddy or roughy

--- Of seed quality

.- (Mhers

Abhove, we differ with the AAR n
er HSN 1006 10 ie. Race in the
ce after the removal of husk by
classification (1006 10) is suitable
which is to be understood
altogether a different class.
med by human beings
a1t would not fall

ri

<,

addy 15

discussed uboy

« it should be placed under HSN

ability of S. No. 70 of Notification
58062017, It 15 an exempuon
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n“\:.z;lm{lm}‘ ‘mld 2oods placed under this notification are wholly exempt from
] = ‘ v % P . i s =
ET ,I,- L‘\:L 5‘. T\,'U, 70 of Notification No. 022017-Central Tax (Rate), dated
280062017, 1t1s, 10006 Rice (other than pre-packaged and labelled)” |

8.7 For proper understanding of the term labelled’ pre-packaged. the FAQs
rc%lcnlscd b}' the Tax Research unit (TRU) of the I')ep:srlmcn; of Rcvcnu‘c.
Ministry of Finance on 17.07.2022 is helpful. Clarification at S. No. 2 of Table
under Para 2 of FAQ dated 17.07.2022 deals with “What is the scope of
‘pre- packaged and labelled  for the puwrpose of GST levy U”.";’”“f‘ irens

like pulses. cereals, and flours”” wherein ¢xemption from X has been
clarified specifically on rice. which in general parlance means that such rice 13
fit for human consumption. Hence, such nce must be of tood quality. The
question whether rejected paddy is pre-packaged and labelled and other_than

nre-nackaged and labelled should be checked only atter 118 established that the
rejected paddy is of food quality or not.

i

g8 ltis quite clear from the explanation of pre-packagedslabelled food items
vis-a-vis S, No. 70 of Notification No. 02201 7-Central Tax (Rate), dated
28 06.2017. that Rice (Other than pre-packaged’ labelled) should be of food
and it must be fit for human consumption for being exempt. But
Damaged Paddy. in the instant case. fails to fulfil these basic
it for human consumption, Rejected/damaged paddy

quality
Rejected
characteristics of bemng
lost s food quality and human consumption value. As per appellant,
addy is to be used in ndustrial Usage, cattle feed ete. Also,

has
rejected’/damaged p
no documents have been submitted by the appellant to show that whether the

said ‘Rejected damaged paddy’ will he directly used by the Industrics or it will
undergo  through  some other processes Thus,  we conclude  that

llc_i:.'ult'-.i,'{")dmaig.cd Paddy doesn’t full unde S Noo Thoof Notitication No.

02/2017-Central Tax {Ratel dated 28,06 2017

8.9 Regarding the order of AAAR, Uttrakhand, it is pertinent to mention that
Section 103(1) of the CGST Act deals with the applicability of advance ruling
and reads as:-

1 ]) The advance ruling pronounced by the A wthority or the Appeliate Authority
wnder this Chapier shall be binding only -

ra) on the applicant wheo had sought it in respect of any matter referred to in
vanee ruling.

; . e o s ol
Suh-svction (21 of sechion G tor aa

thi on the concerned officer or the J-'m':'su’m;o;m( officer in respeci al e

Hlican!
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(31 Regarding its taxability on (he basis of
feed, ete) no document has bee

s industrial
any conciusion. Therefore. no f

N submitted before this autl

usage (like cattle
mn

1071ty S0 as to reach

dings are given on this Issue.
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Chandra Prakash Goval Rajat Bansal
(Member) (Member)
Chhatusgarh Appellate Authority

Chhattisgarh Appellate Authority

ISTC/CG/AAAR/01/2022 Dated,2€/04/2024

(1)  The appellant.
(2) The AAR, Chhatusgarh L Eee ‘ ey
(3)  The Chief Commissioner. CGST & Central Lxcise, Bhopal Zone, Bhopal
(;1:} The Commissioner of State Tax, Chhattisgarh.
(5)  Office copy.
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