
AUTHORITY FOR ADVANCE RULING, TAMIL NADU
NO.2O7, 2ND FLOOR, PAPJM BUILDING , NO.1 , GREAMS ROAD,

CHENNAI -600 006.

oRDER UNDER SECTION 98(4) OF THE CGST ACT, 2OL7 AND UNDER
sEcTroN 98(4) OF THE TNGST ACT, 2OL7.

Members present:

Sri. Balakrishna S, I.R.S.,
Additional Commissioner/Member (CGST),

Office of the Commissioner of GST and
Ccntral Excise, Audit II Commissioneratc,
Chennai 600 034.

Smt. A. Vzr11i, M.Sc.,
.Ioint Commissioncr/ Mcmbcr (SGST),

Authority for Advancc Ruling,
Tamil Nadu,
Chcnnai 60O 006.

Advance l{ulins No. 2tllAltA/2024 l)atcd: 06.12.2024

l. ln1, appeal againsl this ldvance lluling order shall lie be./bre the'l'antil Nadu State

Appcllutc ^4uthority for ldvance lluling, Chennui untler Sult-Section (11 of Section 100 o/
('(;S'l lcr 2017t L'NGS'|',4ct 2017, within 30 day,s front the dute on tha ruling,sought to lte
trltltc u I c d. i.r co n t ntun i c'u t etl.

). In term,r oi Scction 103(l)of the Act. ldvunce lluling pronouncetl by the /uthority under'
('hupter .YL'll o/the lct shall be biruling onllt-

(tr1 on thc opplicunt who hud sought it in re,spect of'uny ntallcr ra.fbrretl to in sub-.scclion
(21 rtf Scc'titrn 9t fitr udvunr:e ruling.

(bt on thc c:onccrnctlo//icar or lhe juriscliclionul of/ic'er in re,spct:t of thc trltltlicrrnt

-J. In lcrnt,s of Scr:tion 103(2) of the tlct. this ctclvunce ruling,shull bc binding unlc.r.s thc luv,.

.frtL:ls or circunr.yluncc,\ sttl)porling tha originul advanc:e ruling have changttd.

J ,,lch,uncc lhlin.q olttuinctl by the atrtplicant b1t Jraud or suppres,sion of mntariul .fuct,s or
nri,sreJtre,scntution o/ /bcts..shttll render ^,;uch ruling to bc void ub initio in occordunce v,ith

.\ec'tion 101 o/the Act.

5 !'ha pntvi,sion,s ol hoth tha (.'enlrul Goods und Sert,iccs'l'ux /cl rtnd the'l'anril l,lotlLt

Good,r untl Serviccs'l'ctx Acl (herein re.fbrred b as lhe Acl) ure lhe sante cxccpl fbr certuin
protti.tions. 'l'herefore. unles:; a ncnlion i,s speci/ically made to such clis,viruilur provision.s. u

refi:rcnce lo lhe (.'enlrul Goods and Service^y'l'ax,4cl would also mean a ra.fbrencc lo the

.srrnte prttvi,sions under the'l'amil llaclu Goocl:; and Service,s T'ar Act.

Page 1 of 12



GSTIN Number, if any / User id 33AAACFI1479}l1ZR

Legerl Name of Applicant M/s High Energy Batterics (India) Limited

Tradc Nzrmc of Applicant(Optional) M/s Hieh Encrgy Batterics (India) Limited
Rcgistcrcd Address / Address
provided whilc obtaining user id

No. 13, "Esvin House"
Old Mahabalipuram Road, Perungudi,
Chennai, Tamil Nadu- 600096.

Dctails of Application Form GST ARA - 01
Application S1.No.92 / 2023 /ARA,
Dated: 27.06.2023

(lonccrned Olficr:r CcnLrc: Tiruchirapalli Commissioncratc.
Tiruchirapalli I Division, City III-Rangc.

Statc: Plakarai Asscssmc-'nt Circlc
'l'richy Zcsnc,'frichy Division.

Nature of activity(s) (proposed /
present) in respect of which

advarnce rulins sousht for
Catcgory

Dcscription (in bricf)

Issuc/s on which advancc ruling
Rcquircd

)uestion(s) on which advance ruling
s required

Scrvicc Providcr

Thc applicant is cngagcd irr lnanufaclurc of
"Silvcr Oxidc Zinc 'lorpcdo Propulsion
batterics" falling undcr Chaptcr sub hr:arlins
No. 850640 attracting GST (t 18%, (IGST (a,

l9ok, CGST (u)9oh & SGST (ti, 9"k) and
secondary Silvcr Oxide Zinc Rcchargcablc
Battcrics falling undr:r Chaptcr sub hcading
No. 8501780 atlracting GS'l' (cq 28'k ( IGST (ci

28ol), CGST (0 14olt & SGST (rl 74"1,1 and
supply thc samc to various Naval Dcfcncc
formations (Indian navy) on paymcnt ol
aipplicablc GST.

1) Dctcrmination ol timc and valuc ol supply
of goods or scrviccs or both.

Taxability Issuc

1. Whether the value of the Silver supplied free
o[ cost by the Naval Formations (in thc form
of old battcrics) arc to bc included in thc
taxablc value adoptcd by the applicant on
the batteries manufactured by thc applicant
and supplied to the Naval Formations for
the purpose of payment of GST or not.

M/s High Encrgr Battcrics S.F. No. 243/7,243188, Pakkudi road, Mathur
Industrial listatc, Mathur (hcrcinaftcr callcd as thc Applicant') is engagcd in
manulacturc ol "Silvcr Oxidc Zinc T<>rpcdo Propulsion battcrics" lalling undcr
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Chapter sub heading No. 850640 and secondary Silver Oxide Zinc Rcchargeable
Batteries falling under Chapter sub heading No. ti501780 and supply the same t<r

various Naval Dcfence formations (lndian navy) on payment of applicablc GST.
Thcy are rcgistcred under thc GST Acts with GSTIN: 33AAACH 1479H12R.

2. The Applicant submitted a copy of challan dated 09-06-2023 evidencing
paymcnt of application fces of Rs.5,00Ol- eadn undcr sub-rule (1) of Rulc 104 of
CGST Rulcs 2017 and SGST Rulcs 2017.

3. Thcy havc prcfcrrcd this appiication sccking Advancc Ruling on thc
lollowing;

(1) Whether thc value of thc Silver supplicd frcc of cost by thc Naval
Formations (in thc form of old batteries) arc to bc includcd in thc taxablc
valuc zrdoptcd by thc applicant on thc battcrics manufacturcd by thc
applicant and supplicd to the Naval Formations for the purposc of paymcnt
of GST or not.

4. Statement of facts in brief:

4.l.Thc applicant submits that they are engaged in thc manufacturc ol "Silvcr
Oxide Zinc Torpedo Propulsion Batteries' falling under Chapter sub heading
No. 850640 attracting GST (tl, lSoh (IGST QD l8oh, CGST QD 9% & SGST Qt 9%l
and Secondary Silver Oxidc Zinc Rcchargeablc Battcrics lzrlling undcr Chaptcr
sub hcading No. 850780 attracting GST Qi;28"1, (IGST (1i;28oh, CGS'I'(i14o/o &,

SOS'I' (i; l4oltl and suppl_y thc samc to various Narval Dcfcncc forrnalions
(lndian Navy) on paymcnt of appliczrblc GST.

4.2. ThaL thc silvcr rcquircd for thc manufacturc of such battcrics arc supplicd
frcc of cost by the respective Naval formations by way of supplying thcir uscd
battcrics (Non-scrviccablc). And aftcr extracting thc silvcr from thc uscd
battcrics thc applicant manufacturcs the 'Silvcr Zinc BatLcrics" zrs pcr thc
spccificertion providcd by the Naval formation. That while fixing thc price for
thc battcrics manufacturcd, the cost incurred by the applicant for extracting
thc silvcr from the old batteries is also includcd. That howcvcr thc cost of thc
silver contained in the old batteries which is supplicd by thc Naval formations
free of cost in the form of old batteries are not includcd in the taxable value for
thc purposc of paymcnt of GST as the samc is supplicd lrcc ol cost by thc
Navzrl formations, who arc Lhc customcrs of thc applicant.

4.3.Thc applicant submittcd that thc Naval Formations zrrc Laking carc ol insuring
free cost materieil supplied by them while transporting thcm to the applicant's
prcmiscs as wcll as thc rctcntion pcriod ol thc samc at thc applicant's
prcmiscs. 'l'hat thcsc aspccts of frcc supply matcrial in thc lorm of o1d

battcrics and cxtraction of the silver from those battcrics and using thc same
in the manufacture of new batteries have been included in the contract signcd
betwcen the applicant and their custr)mers.
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4.4.Thc applicant quotcd the provisions of Section l5(i) of the CGST Act,2017
which dcals with Value of Tzrxable Supply providcs:- Thc valuc ol supply ol
goods or scrwiccs or both shall bc thc transaction valuc, which is thc prir:c
actually paid or payablc lor thc said supply ol goods or scrviccs or both whcrt:
thc supplicr and thc rccipicnt of thc supply arc not rclatcd and thc pricc is thc
solc consideration for the supply. The applicant furthcr statcd that Section
15(2)(b) of the said Act specifically states that where any amount which thc
supplicr is liable tb pay in rclation to a supply but thc selmc is incurrcd by thc
rccipicnt on bchalf ol supplicr, and not includcd in pricc paid/payablc for
goods/scrviccs, thcn such valuc is requircd to bc includcd in thc transaction
valuc.

4.S.Furthcr thc applicant submitted that to detcrminc whethcr thc valuc ol
taxablc supply paid by rccipicnt to thc supplicr is thc "solc considcratron", it is
ncccssary to rclcr to thc dclinition of thc tcrm "considcration". That thc tcrm
'consideration' has bccn dcfincd undcr Scction 2(31) of thc CGST Act, to mcan
any paymcnt (in money or othcrwisc) or monctary valuc of any act or
forbcarancc which is madc in respect of, in rcsponsc to or for thc induccmcnt
r>l srrpply ol goods and/or scrvi<:<:s. That such <;onsidcration carn fiou, frotn Lh<:

rt:<:ipicnt ol sr-rpply or ?rny r-rLlrcr pcrson and it couic'l bc ciLhcr rnor'r()t.iry or
norr-monr:Lary consid<:ration". 'll'rat thc rcading ol thc abovc provisiorrs
indicatcs that the transaction valuc argrccd bctwccn thc partics is only
rclcvant for valuation purposes undcr GST and it is a matter of commcrciai
arrangcmcnt between the supplier and recipient of supply of goods/scrviccs,
as Lo what is in thc scopc of cach of thc partics. That oncc it is clcar that
supplicr has to only supply final goods, thcn thcrc is no qucstion ol adding thc
valuc ol Lhc frcc matcrials for dctermining the transaction valuc.

4.6.Thc applicant sutrmitted that thc Circular No.47/211201,8- GST dated
08.06.2018 issued by the CBIC refers to the situation where the moulds, jigs
ctc., arc givcn by rccipicnt, [Originzrl Equipmcnt supplicr-OEM] on [Frcc ol
Cost FOCI basis to thc supplicr who uscs such moulds, jigs ctc., to
manufacturc and supply thc finishcd goods to thc rccipicnt of supply. It
clarilics that it docs not constitutc a supply under GST sincc no consiclcralion
is chargcd by thc rccipicnt for thc moulds, jigs ctc. That this is only whcn
supplicr and rccipit:nL arc not rclatcd pcrsons such as group cos. That th<:

Circular zrlso clarilics that valuc ol usagc of moulds, jigs ctc. (givcn on FOC

basis) shzrll not be factorcd or arnorlized in the valuc of supply in a situalion
whcrc thc contract scts out that the recipient of supply shall supply moulds,
jigs ctc. which would be used by the supplicr to manufacturc thc goods, sincc
the said situation is not covered by Section 15(2)(b) of the CGST Act.

4.7.Thc applicant sutrmittcd that therefore, value o[ goods sr-rpplied on FOC basis
cannot bc includcd in the value of the supply as per the existing provisions of
CGST Act rcad in conjunction with the aforesaid circular. That however it was
made clear that the case is different wherein, if the contract between OEM and
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component manufacturer was for suppl5z of components made by using the
moulds/dies belonging to the component manufacturer, but the same have
been supplied by the OEM to the component manufacturer orr FOC basis, thc
amortiscd cost of such moulds/dies shall bc addcd to thc valuc ol thc
components.

4.8.The applicant submitted that the Advance Ruling in thc case of Lezir
Automotive India Pvt. Ltd (2018 (12) TMI 766)held that the goods owned by
the OEM that are provided to a component manufacturcr on FOC basis do not
constitute supply as there is no consideration. That the Board further clzrified
that the value of goods provided on FOC basis shall not be added to the value
of supply of components. However, the case is different where the contractue[
obligation is cast upon the component manufacturer to provide moulds/ dies
but the same have been supplied by OEM on FOC basis and in such cases,
the amortised cost of such moulds and dies shall be added to thc value of
supply of component. That once it is established that the obligation to provide
tools on FOC basis is on the customer then the question of adding the
amortiscd value of tools supplied by the customer does not arise.

4.9.'fhe zrpplicant submittcd that in thc backdrop ol thc abovc and in thc light ol
the agrccmcnts signed between thc Appliczrnt zrnd thcir customcr thc
applicant would like to seek for advance ruling on - Whether the ualue of the
siluer supplied free of cost bg the Naual formations (in the form of old batteies)
are to be included ilt the taxable ualue adopted bg the applicant on the batteries
manufactured by the applicant and supplied to the Naual formations for the
purpose of pagment of GS'l' or not?"

5. PERSONAL HEARING:

5.1 The Applicant, was given an opportunity to be heard in person on
l9-O8-2O24. Shri M Ignatius, Director (Operations), Shri R. Swaminathan, Chief
Financial Officer and Shri L Suresh, Consultant, appearcd for the pcrsonal hearing
as the Authorised Representatives (AR) of the applicant. The AR submitted a
catalogue showcasing the different type of batterics being manufactured by the
appliczrnt and he cxplaincd in bricf about the business o[ thc applicant arnd

reiterated the submissions made in their application.

5.2. The members enquired as to whether any contract exists between the
applicant and naval formations. The AR submitted contract no. AS/9074/}{Q/}l{OD
(NAVY) dated 02.12.2021 signed between the applicant and naval formation. The
members enquired as to what happens to the remaining parts of the battery after
cxtraction of silvcr and the excess silver if any, othcr than what is required for
manufacture of batteries to be supplied to the naval formations. The AR replicd
that the other things are returned to the naval formation and erlso the extra silver,
if any, is erlso returned to them. The members enquired as to what is the cost of
cxtraction of silver from the old batteries and what procedure was adopted during
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prc GST cra rcgarding frce of cost input rcccivcd from thc rccipicnts. Thc AR statcd
that thc cost of cxtraction of silver is approximately Rs. 25OO/- per kg and that
during Excisc period as thc clcarance to defense formations was exempted for
paymcnt of excisc duty thc samc proccdurc was adoptcd.

5.3. Thc mcmbcrs cnquircd if thcrc is anything morc to add to thc submissions
madc in thc arpplication to which thc AR rcplicd that therc is nothing morc to add.

6. O_ DISQUSSIQN A.r{D _E'TND[NGS:

l'hc surbmissions rnadc by thc applicant in thc advttncr.'n-rling application, thc
submissions rn;rdr: during thc pcrsonal hcaring, contcnts ol thc contract cntcrcrl
into by thc Applicant with thc Principal Dirr:ctor of Naval Armamcnt, Minrstr), of
Dcfcnse and Copy of samplc invoicc furnishcd by the Applicant havc becn carcfully
considcrcd.

7.O. As obscrvcd from thc application, the applicant is cngaged in thc busincss ol
manulacturc of "Silvcr Oxide Zinc Propulsion battcries" falling undcr Chaptcr sub
hcading No. 850640 and sccondary Silvcr Oxidc Zinc Rcchargcablc Battcrics falling
undcr Chaptcr sub heading No. 8501780 and supply thc samc to various Naval
Dcfcncc lormations (Indian Navy) on paymcnt of applicablc GST.

7. 1. Thr: issuc invoivcd hcrcin is that th.c silvcr rcquircd lor thc manufacturc ol
barttcrics arc supplicd frcc of cost by thc rcspcctivc Naval lorrnations by way ol
supplying thcir uscd battcrics (Non serviccablc) . Aftcr cxtracting thc silvcr lnrrrr thc
uscd bi.r.ttcrics thc appiicant manufacturcs thc "Silvcr oxidc- Zin<: l3altcrics" as por
thc spcc;ilicaLion providcd by thc Naval lormations making usc ol thc silvcr
cxtra<:tcd lrom Lhc old uscd barttcrics. It is also notcd that whilc iixing thc pricc lor
thc battcries manufacturcd, the cost incurrcd by thc applicant for extracting thc
silver from thc old batterics is included, but the cost of thc silver containcd in thc
old battcrics which is supplied by the Naval formations at frcc of cost in thc form of
old battcries arc not included in the taxable value for thc purposc of paymcnt of
GS'I' ns thc samc is supplicd frcc of cost by thc Naval formations, who arc Lhc

customcrs ol lhc applicant.

7.2. Thc appliczrnt by rcferring to Scction 15 of the CGST AcL,2Ol7 which
providcs for Valuc of tzrxablc supply and Section 2(31) of thc CGST Act, 2017 which
providcs for dcfinition of the tcrm "considcration", argucd that reading of thc abovc
provisions indicatcs that thc transaction valuc agrccd bctwccn the partics is oniy
rclcvant for valuation purposcs undcr GST and it is a matLcr of commcrcial
arrangcment bctwccn thc supplicr and recipient ol supply of goods/scrviccs, as to
what is in thc scopc o[ cach ol thc partics. That onr:c it is clcar that supplicr has to
only supply linal goods, thcn therc is no qucstion of erdding thc valuc of thc frcc
matcrials lor dctermining thc transaction va,lue. It is a-1so obscrvcd that thc
applicant has rcfcrrcd to Circular No. 47121/2O18-GST dated 08.06.2018 issucd
by thc CBIC which rcfcrs to the situation where the moulds, jigs ctc.. are givcn by
recipicnt, [Original Equipment Manufacturer-OEM] on Frec of Cost [FOCI basis to

Page 6 of 12



the supplier who uses such moulds, jigs and Advance Ruling in thc casc o[ Lear
Automotivc India Pvt. Ltd, in their favour.

7.3. During the personal hearing, the applicant has filed an agreement in contract
No. AS/9074|HQ/ll{OD (NAVY) dated 02.72.2021, signed between the applicant
and naval formation (recipient), from which it is seen that the silver required for
manufacture of batteries shall be provided by the recipient to the applicant at free
of cost by way of life expired batteries / cells against bank guarantee equivalent to
prevailing silver cost. It is also observed that the purity and quantity of silver to be
issued to the firm is also worked out and spelt in the contract i.e.99.99oh of purity
to the tune of 159.12 Kgs (156 kgs plus 2%oirrecoverable manufacturing loss (i.e.)
156 kgs +(2/lOOl* 156:159.12 kgs) (99.99% purity) pcr battery against bank
guarantec cquivalcnt to the prcvailing silver cost as pcr format ol BG. Furthcr, as
pcr the contract if thc silvcr contcnt is morc than thc quantity mcntioncd abovc i.c
i59.12 Kgs, the cost of extra silver wilt be borne by the Setler/ Applicernt. If the
Silvcr contcnt during manufacturing of the batteries is found to be less than the
quantity indicated above, the exact quantity of Silver used by the sellcr shall be
provided to the seller in the form of life expired batteries. Further, as per the
contract the cost of thc siiver extraction shall be borne by the seller.

7.4. On the above facts and circumstemces of the case, the Applicant is seeking
Advance ruling on the following question;

(1) Whether t.he ualue of tLrc siluer supplied free of cost by the Nquql formations (in
the form of old batteies) are to be included in the taxable ualue adopted by the
applicant on the batteries manufactured by the applicant and supplied to the
Naual formations for the purpose of pagment of GS'l' or not?"

8.O. In ordcr to dctcrminc thc abovc qucry, it is imperativc to dclvc into rclcvant
provisions of thc CGST AcL 20 17, which is cxtractcd as bclow:

Section 9 of the CGST Acl 20 17, provides for Levy and collection, wherein the
Scction 9(1) and Section 9(3) envisages as follows:

9(1) Subject to the prouisions of sub-section (2), there shall be leuied a tax
called the Central Goods and Seruices tax on all intra-State supplies of goods
or seruices or both, except on the supplg of alcoholic liquor for human
consumption, on the aalue determined under Section 75 and at such rates,
not exceeding tuentg per cent., as maa be notified bg the Gouernment on the
recommendations of ttrc Council and collected in such manner as may be
prescnbed and shall be paid by the taxable person.

9(3) The Gouernment maA, on the recommendations of the Council, bg
notificatiort, specify categories of supply of goods or seruices or both, the tax ort
which shall be paid on reuerse charge basls bg the recipient of such goods or
seruices or both and all the prouisions of this Act shall apply to such recipient
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as iJ'he is the person liable for paying the tax in re.lation to tLrc supply of such
goods or seruices or both.

8.1. In cxcrcisc ol thc powcr confcrrcd by Sub-scction (3) of Scction 9 of thc CGST

Act, 2017, thc Ccntral ()ovcrnment, on thc rccommendations of the Council, by
Notilication No. 36/20i7- Ccntral Tax (Ratc), datcd 13/1012017, spccificd that thc
supply of "Uscd vchiclcs, scizcd and confiscatcd goods, o1d and uscd goods, wastc
and scrap", by thc Ccntral ()overnment, State Government, Union Tcrritory or
Local Authority, in respcct of which the Centrzrl Tax shall bc paid on reversc chargc
basis by thc rccipicnt of the Intra-Statc supply of such goods and all thc provisions
of thc said Act shall apply to such rccipicnt. It is pcrtincnt to noticc that n pari
mctcria Notilication in Notification No. 37 I 2017 lnLcgratcd Tax (Rate) dated
1311012O17, has also bccn issuedundcr Scction 5(3) of thc IGSTAct, 2017, lor thc
Intcr-51atc supply ol goods spccilicd thcrcin.

8.2" Further, Sc<:tion 15 ol thc CGST Act, 20.17 providcs lor valuc of taxablc
supply. Scction 15(1) and Scction 15(2)(b) ol thc CGST Act,2O17 which arc
rcicvant in thc instant casc arc rcproduccd bclow for casc of rcfcrcncc;

Section 75: Value of Taxable Supplg.-

15 (1) The uolue of a supplU of goods or seruices or both sh.all be t'net

trarsaction ualue, uLhich is the price actuallg paid or pagable for the said
supplg of goods or seruices or both where the supplier and the recipient of
the supplg are not related and the price is the sole coltsideration for
the supplg.

15(2) The ualue of supply shall include-

(a) ..

(b) ang amount that the supplier is liable to pag in relation to such
supplg but ruhich hos been incurred bg the recipient of the supplg and
not included in the price actuallg paid or pagable for the goods or
seruices or both;

(c) . .... .

8.3. In tcrms of Section 2(31) of the Act the term "consideration" is defined
below:

"Consideration" in relation to the supplg of goods or seruices or both includes-

(a) ang pagment. made- or to be made, u-thether in moneg or otheruise, irt
respect of, in response to, or for the ind.ucemen.t of, the supplg of goods or
seruices or both, tuhether by the recipient or bg anu other person but shall not
irtclude ang subsidy giuen by the Ce.ntral Gouernme-nt or a State Gouernntent;
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(b) the monetarg ualue of artg act or forbearonce, in respect of, in response to,
or for the inducement of, the supplg of goods or seruices or both, uthether by
the recipient or bg any other person but shall not include any subsidg giuen
by the Central Gouernment or a State Gouernment:

Prouided that a deposit giuen in respect of the supply of goods or seruices or
both shall not be considered as paAmertt made for such supplg unless the
supplier applies such de-posit as cortsideratiott for the said sttpplll;

8.4. It is to be noted that, in terms of Section 15(1) of the CGSTAct, 2017, in order
to adopt the transaction value as the value of supply of goods or services or both,
the following two conditions shall be satisfied,

a. the supplier and the recipient of the supply are not related

b. the price is the sole consideration for the supply

8.5. It is found in the instant case that the supplier i.e the applicant and the
recipient i.e. the naval formations obviously are not related persons, as per the
Explanation to Section 15. Whereas, as observed from the facts of the case in thc
case on hand as discussed, it is seen that the consideration is not paid wholly in
money. On perusal of the agreement it is inferred that the contract is for the supply
of Silver Oxide - Zinc Torpedo propulsion Battery Type A- 187M3- Complete with
Hardwarc. Whcrcas thc main input namcly Silvcr is supplicd lrcc ol cost against
Bank (]uarantee in the form ol old and uscd batterics by thc rccipicnl, in addition
to thc consideration in money valuc for the supply of said Siivcr Oxide - Zinc
Torpedo propulsion Battery. Hence, the provision of Section 15(1) of the CGST Act,
2OI7 i.e to adopt the transaction value as the value of supply of goods or services
or both is not applicable for determining the value of supply in the applicant's case.
The contention of applicant that the "consideration" is required to be confincd as
pcr thc terms of agreement cannot be given a literal interpretation, as the definition
of thc term "consideration" vide Section 2(31) of the CGST 2Ol7 rn'andates that
"consideration" in relation to supply of goods or services includes - any payment
whcther in money or otherwise made or to be made. Hcnce, wc arc of thc vicw
that the consideration for the supply of Silver Oxide Zinc Torpcdo propulsion
Battery is paid in terms of money and Old and used Batterics.

8.6. In the instant casc, old and used batteries arc supplicd by the naval
formations i.c., by thc Central (iovernment Department to thc applicant. For thc
serid supply, unless otherwisc cxemptcd, thc recipicnt ol thc said old uscd goods,
that is thc applicant is liablc for payment of Central tax and State 'lax or as thc
casc may bc the Integrated Tax, as envisages under Scction 9(3) of the CGST Act or
Section 5(3) of the IGST Act, read with corresponding Notifications issued, viz.,
Notification No.36/2017- Centrzrl Tax (Rate), dated 13/lO/2017 and Notification
No. 37/ 2077 lntegrated Tax(Rate) dated 13/lOl2077, respectively.

a.7. In this rcgard, it is not out of place to mcntion hcrcin that thc two.Judgcs
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Bcnch of Hon'blc HIGH COURT OF CHHATTISGARH, in WPT No.1 17 of 2022, in thc
case of M/s Shree.Jcct Transport Through Proprietor Vs Union of lndiet, whiic
dcciding thc qucstion "whcthcr dicsel fillcd by thc scrvicc rccipicnt on FoC basis, in
thc truck ol thc GTA can bc addcd to valuc of supply bcing rcndcrcd by thc GTA for
thc purposr: ollcvy ol GS'l'undcr thc CCiST A<:L,2077 '?", has obscrrrcd in para i6 as

lollows:

" 16. 'l'he Stpreme Court in the matter of VKC Footsteps India Priuate
Limited (supra) has deJined the constitutional scheme of GS'l'. Mainlll it
demonstrales that lhr: idea uthich permeates GS'l' legislation qlobally is to

impose cr multi staqe tax under uLhich each point in a supply chain rs

potentiallll taxed. Suppliers are entilled to auail credit of tax paid at an
anteior staqe. As a result, GSl'fullills the desciption of a tax uthich is base-d

on ualueaddition. 'fLrc Supreme Court at paras 44, 45. 46 & 47 held thus :

44 'ITte: idea uthich permeates GSTlegislation globally is to
impose a multi stage tax under which each point in a

supplg chain is potentially taxed. Suppliers are entitled to

auail cretdit of tax paid a.t an anterior slage. As a re,sttll,

GS'I'fulfills the clesr:iptiort of a \a.r tultic:lt is boserT orr. ucthtr:

arlrlitirtrt. Vqlue adrliltott ls intr:ncled lo och.ie:ue: lisr.,ctl

neutralitu and to obuiate a cascading e:ffect of tuxutiorL

uthich traditional tax regimes u)ere liable lo perpetuate. ln a
se/Lse tlrcrefore, the purpose of a tax on ualue addition is
not dependent on the distibution or manufactunng model.
'l'he tax which is paid at an anterior staqe of the supply
chain is adjusted. T'he fundamental object is to achieue- bctth

neutralitg and equiualence bg the grant of seamless credit of
the duties paid at an anterior stage of the supplg chain.

8.8. Further, Section 15(a) of the CGST Act, 2017 stipulates that, where the
value of the supply of goods or services or both cannot be determined under sub-
section (1) of Section 15, the same shall be determined in such manner as may be
prescribed. Accordingly, corresponding Ruies are prescribed for valuation purpose.
The relevant Rule 27 of the Act is extracted as below for ease of reference:

Thc Rulc 27 enurnerates that

WTtere the supply of goods or seruices is for a consideration nol tuholly in
moneA, tLLe ualue of the supply shall, -

(a) be the open market ualue of such supplu;

(b) if the open marlcel ualue is not auailable undr:r clause (a), be the sum total
of consideration in ntoneg and ang such further dlrrlourtt in money as is
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equiaalent to the consideration not in moneg, if such amount is known at
the time of supply;

(c) if the ualue of supplg is not determinable under clause (a) or clause (b), be
the ualue of supplg of goods or seruices or both of tike kind and. qualitg;

(d) if the ualue is not determinable under clause (a) or clause (b) or clause (c),
be the sum total of consideration in moneg and such further amount in money
that is equiualent to consideration not in monea as determined by the
application of rule 30 or rule 31 in that order.

8.9. In view of the above discussions we are of the view that valuc of the taxablc
supply on the issue on hand is determined from the Rule 27(b\ ol CGST Rulcs 2077 ,

above mentioned.

8.1O. Furthcr, the judicieil preccdcnt in WPT No.117 of 2022, in thc case of
M/s. Shree Jeet Transport, stated supra, the Hon'ble High Court have also obscrvcd
in pera 23 that

" --------As has been laid down by the Supreme Courl in CI.P India l,ut. Ltrl.
Vt:rsus Gulctrat Urja Vikas Niqom (2020) 5 SCC 185, the parties bg
q.greement cannot ouer-ride the statutory provisions in relation to
matter of tariff."

By applying the proposition rendered in the above judicial precedent that,
whcn therc is statutory obligatir)n on the tax payer to pay ta< in rclation to any
supply on thc cntirc consideration in money or otherwise and Lhcrc is er lierbility to
pay tax under RCM, on thc inward supply of uscd goods rcccivcd lrom thc
Govcrnment Department, the applicant shzrll not over-ride the sthtutrlry provisions.
based on the agreement entered into between parties.

8.11. with rcgard to the circular No.47/2r/2o18-csr relied upon by thc
Applicant, on perusal of thc said Circular, it would show that it was confined to
that spccific subject material of moulds and dies which arc being supplied by thc
Original Equipment Manufacturer (OEM) to a Component Manufacturcr frec of
cost. The clarification issued by the Board relates to Moulds and Dies which are
tools used for manufacture, wherc as Silver in thc instant case is one of the
csscntial ingredicnts used as input in the proccss of memufacture of batteries.
Thcrefore, the zrnalogy put forth by the applicant is not applicable in thc insta.nt
case. It is zrlso seen that in the case of M/s Lear Automotive India Private Limited
the Mzrharashtra Advance Ruling Authority by placing reliance on thc said
Circula.r, had ruled that the am<lrtizcd value of tool rcceivcd on FOC basis lrom
thc customcr is not rcquircd to bc included in thc valuc ol linishcd goods
manufacturcd and supplied by thc applicant to Lhc customer. Whcrc as in the
casc on hand from the used batteries supplied by the recipient, Silver has bcen
cxtracted, which is the main input for the malufacture of the Silver Oxide-Zinc
battcry and hencc the above said Circular as well as the Advzrnce Rulings have no
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rclcv?rncc on the subjcct issuc.

a.12. In view of thc above discussions we arc of thc vicw that value of thc taxarblc

supply on thc issue on hernd is dctermined from thc sum total of considcration in
moncv valuc inc|-rding thc moncy value of silvcr supplicd, which is considcration in
tcrms of uscd tsattcry.

9. Bascd on thc abovc discussions, wc rulc as undcr:

RULING

ln t.krc ilic:ts and circurnslanccs of thc prcscnt applicatirtrt, thc valttc of silvcr
supplicd lrcc of cost by thc Naval lormations (in thc form of oid battcrics) is to bc

included in thc taxable value adoptcd by the applicant on thc battcrics
manufacturcd and supplicd by them to thc Naval formations for thc purposc of
paymcnt of GST as discusscd in para 8.0 to 8. 12.

(BALAK.RTSHNA S.)
Member (CGSTI

Mls. High Energy Batteries (India) Limited.
GSTIN: 33AAACH L479IILZII
S.F. No. 243/7,243188, Pakkudi road,
Mathur Industrial estatc, Mathur-6225 15 I lby RPADI I

Copy submittcd to:

1. 'l'hc Principal Chici Comrnissioncr o[ GST & Ccntral Excisc,
261 7, Meilratma Gandhi Road, Nungambakkam, Chcnnai-600034.

2. The Commissioner of Commcrcial Taxes,
lndpfeel, trzlilagttm, Chcpauk, Chcnnai - 600 005.

3. 'lhc Commissir>ncr of GST & Ccntral Excisc, Trichy Commissir)ncrartc,
No. 1 Williams lload, Cantonmcnt, Tiruchirapalli 620 001.

Copy to:

l. The Assistant Comrnissioncr (ST),
Palakarai Assessmcnt Circle,
Trichy Zonc, Trichy Division.

2. Stock Filc / Sparc - 2.
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