AUTHORITY FOR ADVAMNCE RULING
ANDHRA PRADESH GOODS AND SERVICES TAX
[ Mo, 556, Block-B, F.K. Spring Valley Apartments,

Edupugallu, Mijayawada-521151

FPresent:

D. Ramesh, Additional Commissioner of State Taxes. Member (State Tax)

&. Narasimha Reddy, Additional Commissioner of Central Tax. Member (Central Tax)

AAR No. 27/AP/GST /2019 Dated 15.07,. 2013

1 Mame and address of the M/s Sri Chakra Milk Products LLP.,
applicant C.No. 23B, Bendapudl vari Street
Famachandra Rac pet, ELURL - 534002
West Godavari District, AP,

2 GSTIN 37ACOF546366G220
3 Date of filing of Form GS5T 15.04.2019
ARA-OL .
4 Date of Personal Hearing 16.04.201%
| § Represented by | Sn. Phani Raja kumar Boggaram |
B Jurisdictional  Authority - | The Assistant Commissioner of State
u! Cempre Taxes, Eluru Circle, Eluru Division
7 Clause{s) of section 97(2) of a} Classification of any goods or
CGST/SGST Act, 2017 under services
which the guestion(s) ralsed ar bath
e} Determination of the liability to pay
tax on any goods or services ar bath

QRDER
(Under sub-section (4) of Section 98 of Central Goods and
Services Tax Act, 2017 and sub- section (4) of Section 98 of
Andhra Pradesh Goods and Services Tax Act, 2017)

1. The present application has been filed ufs 97 of the Central Goods &
Services Tax Act, 2017 and AP Goods & Services Tax Act, 2017,
(herginafter referred to CGST Act and APGST Act respectively} by M/s Sri
Chakra Milk Products LLP., D.No. 23B, Bendapudi vari Street Ramachandra
Rao pet, ELURL - 534002 West Godavari District, A.P. (hereinafter referred
to as applicant), registerad undﬂhe Goods & Services Tax.
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2. The provisions of the CGST Act and APGST Act are identical, except for
Certaln provisions, Therefore, unless a specific mention of the dissimilar
provision Is made, a reference to the CGST Act would also mean a
reference to the same provision under the APGST Act Further,
henceforth, for the purpeses of this Advance Ruling, a reference to such 3
similar provision under the CGST or AP GST Act would be mentioned as
being under the 55T Act.

3. Brief Facts of the case: .

The applicant is registered under GST vide GSTIN - 37ACOFS4636G270.
The applicant engaged in manufacturing of milk and milk praoducts including
flavoured millk, The applicant seeks clarification regarding the HSN code, and
rate of duty an their autward supply of "flavoured milk",

4. Activities of the applicant:
The applicant informed that;

i Flavoured milk is a sweetened dairy drink made with milk, syUgar,
permissible colourings and artificial or natural flavourings;

{ii) The brief manufacturing process af the flavoured milk is
standardisation of fresh milk according to the fat contents and
then heating at certain temperature followed by filtration,
pasteurisation, and hamogenisation and then mixing of sugar and
Flavaurs and finally bottling, The applicant provided process flow
chart of fllavoured milk,

2. Questions raised before the authority:

The applicant had filed an application in form GST ARA-01, dated
13.04.2019 by paying required amount of fee for seeking Advance Ruling
on the following issue:

(a) What is the rate of GST applicable on outward supply of "Flavoured Milk™?

Cn Verification of basic Information of the applicant, It is observed that

the applicant falls under State jurisdiction, Assistant Commissioner of State
Taxes, Elury Circle.
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Accordingly, the application has been forwarded to the jurisdictional
afficer, Assistant Commissioner {State Tax), Eluru Circle, with a copy marked
to the Central Tax authorities, to offer their remarks as per Section 98{1) of
CGST/APGST Act 2017, The jurisdictional officers concerned responded that
there are no proceedings passed or pending relating to issue on which

Advance Ruling is sought by the applicant,

&. Applicant’s Interpretation of Law and Facts:

The applicant is of the view that mere adding of sugar and
different flavours to milk deoes not change essential character of milk,
Flavoured miik or mitk shake Is consurned as a substitute for milk and it is a
simple preparation of milk; no manufacturing process is involved nor does
milk changes its composition in any way and classification of flavoured milk
fatls under Chapter 4 of the Customs Tariff Act, 1975 and sought clarification
on the applicable HSN code under the said Chapter by providing extract of
the same.

7. Record of Parsonal Hearing:

Sri. Phani Raja Kumar Boggaram, autherized representative of the
Anplicant appeared for personal hearing on 16.04,.2019 and they reiterated

the submission already made in the application.
8. Discussion and Findings:

8.1 We have examined the issue raised by the applicant regarding the HSN code
and rate of duty on their outward supply of "flavoured milk". The relevant legal

pravisions are discussed hereunder.

The Section 9 (1) of CGST Act, 2017 is as follows:
LVEY & COLLECTION

9(1) Subjec! to the provisions of sub-section {2), there shall be levied a tax
called central goods and service tax on all intra-State supplies of goods or
services ar both, except on the supply of alcoholic liguor for human
consumplion, on the valve defermined wnder section 15 and such fates, not
exceeding twenty percent, as the case may be notified by the Govarnment on
the recommendations of the Councll and collected in such a manner as may
be prescribed and shall be pald by the taxable persan.
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Under Section 9 (1) of CGST Act, 2017, an the recommendatians of the Council, the
Central Government notified specifying schedule wise GST rates an goods vide
Natification neo. 1/ 2017 - Central Tax (Rate) dated 28.06,2017 { hersinafter reforrad
to as the "sald notification” for bravity) as detailed belgw:

(i} 2,5 peer cent, in respect of goods specified In Schedule |,

(%) & per cent. in respect of goods specifled in Schedule i

(Hi} 3 per cent. in respect of goods specified in Schedula i,

{fvl 14 per cent. in respect of goods specified In Schedule IV,

{v} 1.5 percent. in respect of Goods specified in Schedule V, and
(vl] 0.125 per cent. in respact of goods specified in Schedule W

Under Schedule IT1, at entry number 453, It is mentioned thal goods which are not
specifled in Schedules 1, IT, IV, ¥, VI of the said Matification attract Central Tax rate
af 9%,

The Explanation to the said natification is as follows;

(7]

ij(a)

{ii}{b)

(i) "Tariff iterm®, "sub-heading” "heading” and "Chapter” shall mean
respectively a tariff item, sub-heading, heading and chapter as
specifled in the First Schedule to the Custorms Tariff Act, 1875 (51 of
19753,

() The rules for the Interpretation of the First Schaduje te the Customs

Tariff Act, 1975 (51 of 1975), including the Section and Chapter MNotes
and the General Explanatary Notes of the First Schedule shall, so far as
may be; apply to the interpretation of this notifieation.
Fraom the above, It is evident that the applicable rate of GST Is 18% [ 9% CGST
and 9% 5GST ) on all goods axcept the goods specified in the schedules E O
IV, V, VI of the said MNotificatian. Further, far interpretaticn of the said
notification, the rules for the interpretation of the First Schedule ta the Customs
Tariff Act, 1975 (51 of 1975) (hereinafter referred to as F5 to CTA, 1975" ) are
to be applied.
8.2  Before applying the said interpretation, we examine the detailed pracess

chart furnished by the claimant in regard ta the preparation of "flavoured

rilk”, __,-ﬂ-.,"{-f-'-"'-'_.-'1-:.'-:-.'}_
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The applicant informed that the process of the flavoured milk js
standardisation of fresh milk accarding to the fat contents and then
heating at certain temperature follawed by filtration, pasteurisation, and
homagenisation and then mixing of sugar and varicus flavours and finaliy
bottling, As per the flow chart, It invelves various operations by RMRD
team, weighing team, pracessing team, packing team and warehousing /
despatch teams and thereby it is a preparation and no more it is fresh

milk after adding flavours. The applicant informed that they are preparing
flavoured milk of badam.




8.3

B4

8.5

7

The applicant stated that (i) adding flavours to milk does not change
assential character of milk; (i) flavourad milk is & substitute for milk (5] it
is a simple preparation of milk; (W) ne manufacturing pracess is invalved
nor does milk change its composition in any way and opined that the
commedity milk and milk products are enumerated in Chapter 4 and they
want clarification that under which tariff item / HSN code js applicable to
the above said flavoursd milk. Under the GS5T provisions the
interpretation of the said Notification is to be under the rules for the
interpretation of the First Schedule to the Customs Tariff Act, 1975 {51 of
19753,

The applicant opines that flaveured milk is covered in Chapter 4 of FS to
CTA, 1974, We examine this aspect, The Section | of FS to CTA, 1075
deals with Live Animals: Animal Products. The Chapter 4, deals goods of
"DAIRY PRODUCE; BIRDS" EGGES; NATURAL HONEY,; EDIBLE PRODUCTS
OF ANIMAL ORIGIN, NOT EISEWHERE SPECIFIED OR INCLUDED.
Therefore, any items/gocds are specified or included elsewhere in the
Schedule; those items/goods do not fall under Chapter 4, The applicant
stated that flavoured milk is a preparation. Section IV deais with goods of
*Prepared food stuffs; beverages, spirits and wvinegar, tobacco and
manufactured tobacce substitutes” and the Chapter 22 deals with
items/goads of "Beverages, Spirits and Vinegar®, The tariff item no. 2202
99 30 covers "Beverages containing milk”., Mow, we discuss flavoured

milk is classifiable under the said tariff item or otherwise.

The Hon'ble Madras High Court in the case of the State Of Tamil MNadu vs
Tvl, Ganesh Corparation, vide order dated 3 April, 2012, recorded that
"as per the Oxford Dictionary "beverage" means “a type of drink except
water™. In Webster's 3rd Internalional Dictionary, “beverage"” has bean
described as "iguid for drinking especially such liguid ather than water (3s
fea, milk, frudt juice, beer) usually prepared {as by flavouring, healing,
admixing} before baing consumea’,
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8.6 In the case of M/s Ernakularm Reg. Co-0p. Milk Products Unian LEd., Ve.
CCE, Kochi [ 2009-236-ELT-329-TRIR- BANG], it is recorded that:

4. We have carefully considered ihe subrissions, it is an
undisputed fact that the sppeliants were adding favours to the milk and the
Commissioner (4) aftar seging the ingredients has considered the jlem to
be beversge confaining milk failing under Chapter 22 as againsi
classificalion under Chapter 4 — 'Mitk and Milk Products’. The item cannot
be used as miltk per se in view of the addition of favour added fo it and it
has fo be considered as a beverage. This is our prima facie frding

The Hon'ble High Court of Gujarat, in the case of M/s HAIRA DIST. CO-0P.
MILK PRODUCERS’ UNION LTD Vs, UOI [ 2015-320-ELT-408-(Guj)] dealt the issue of
classification of flavoured milk, which is as follows:

Cluate

{Ordar per ; M.5. Shah. . (Qralll. = What i chalenged in this DetiG under Arlicle 226 of
e Congtitufion of Wiz fz the conshisbional vaiithfy of e Cenfrl Governmen hlodificaiion Mo,
PE2O0T-Corbral Froize, daled 15-6-2007, puarrhiciladty Senal Mo, 1 in M tsbis b s far s & celiamn
N, 2, cocke 2262 50 30 & pven fo “Flavolresd mi¥ of aniowg oagin® wihile giving Me seid fem
SXREMI0N from dity. Tha dispule iz ahout the fHavucred il Being produced by Hhe ol wndey
e brane pemie A Kool mol Kool Cafe

2. Mr FParosh M Dave for e peblionsrs fids submiled as unoar -

&7 Earer under the six oiuf cocle Blesfem prevailing B 27-02-F008, e Bavoured mk
e by ey petifioniars was feifing unider Bty G461, 77 wehich ioad gz e =

CHAPTER 4

CAIRY PRODUCE. ECUE! = PRODUSTS OF ANl DRIGIN WO £l SEWHERE SPECIFIED R
CLLICED
MNates ~

ITE SEAMERT WA s A cream mik o ST oF ompisialy sEitened ik
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22 if a5 sidbmitted thel vorn under fhe 8 diglt code Introdiead from 20-2-Z008, Kavoomeo
I ol aoly fal ncer Lhapter @ Hoaoing Moo 6403, more pamsiaidy mdee sub-heading N,
C40Z B9 B0 reading a5 undor -
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CHAPTER ¢
OAIRY PRODUCE: BIRD'S EGGE, MATURAL HONEY, EDVBLE PROGUGTS QF AMMAL ORIGIN,

NOT B SEWHERE SPECIFIED GR WCLUDED

HNoles -
Trae pxpressin Tk MBS full sram onlk or pErmENY OF Camaieialy skimvied Tk
[ Tariff Descrption of gooos it Fate '
Hem e
Lty
[7) - (2 I3 i {4
[P Mk and mream ast swicenrsed
o candaining aoded sogar ar ol
Fansiaring (nalres,
0407 Tk and cresm, oonoonimaled o -
oontmiving  adasd sugar ar anher
swaptpang mater
[ d4az 91 Mot covlavivip e0des sugar or =
pdhinr St e draliar,

BT e =
Tara 5 Wi ik kg A =
i
Mg 5% ~ Condsnsed mak T 6%

20
o40E un | oter s el KT B ]
ag —I

2.3 Simullanscusiy with henging info operation the above TarRl Amessiingnd Acth fhe
Centrsl Govamment has issved vanowus Nobifcations thensby mainlainig e efeciive rafes as ey
stood for varous procducts K 28-2-2005 onee again signifirg (hal the abjective of Ihe above Teni
Amiandrmpni el was nod fo chamge stope of any Chapier o fa change classificalicn of e arcsaln
oo mor wes the objaciive o changs the rete sirpcturee of e sxcisalie gooos

24 Accordig fo the depsrdment. ax per e show cawse noffce dated 16-04-2007, the
Flvane onlle faiz in Chapter 22 wider Taaf fam No 2202 30 30.

CHARTER 22
Heversgss, spinks and Winegar
| Tanft Dascrption of goods Uit Rae
fEeTt af
ity
] () iH )
] 1 Wittrs, g mieral veetrs and | -
AerEted  alers  Sanlaney  Adamd
SUGHER 08 GROET Swnehening maiar o
Apewed, s0d other  man-mcohols
everages  ad moding e
vegeshla jiames o Plaeading 2503
[ Epme | Baveragas coitaning min | T T TE%
]
=

pr Dave further states that anly flema ke Mitkis and Swerve (Vanana) heing mede by oflier foreign
producers cart be aonadered as beverages confaining mik hecause ower did above ik, they
covtain may atfer mgredierts ar oalk 1S only one of Wie ingrediants. G ihe affer fiand, Armwl Ko
and Amul Kool Kafe are ooy ekimmad milk wilh suger snd Savowr aod tharafore they @l cidy under
Chapler 4 providing for deiry produce whele nare 1 spacifically defines mil as fiuing sormed
i ‘_,.-1 . "'“"'"w.““ﬂ

Ty ™ -.-_




140

2.5 The Nofificelion dafed 15-06-2007 reade e eder -

N erereEe OF e poaerE conforeg I subvsenhoa (1] af sochen 549 oF the cenival Ceoipe A% 1244 7
o 1944, the Condral Sovernmand on bewng =ansfisd 1ar if i3 fecessary i e pokde intarss B o o, Hermhy
fuethar smends M oo netdivations of S Fovereement of fdka an the Midslhor of Fiarice iDenenoien of
FEvnue) S0acicg  Solumn F2) of B Table horeks srirered U I manaee &0 s e elenl soecifad i fhe
COMTESTIDINDNG evalny (0 olormn (30 of ths 2ai Takis, nEtEly -

& Morfication Na, | Amendmetis |
o g date
B ] 1

i ABNE- Certrand I fiva =& ADMRIRNON, W dhe e, affer 5 Mo 71 and e enfas
Esxcice dajad Me relanng thernia, e losing 5 ND ond snines shER be nsarkag,
24ith FE.'_'lruE.'_'f'. gy
FLH L .!'G- Lo I T P | - ]
GS(E), dared fha L5 | i | ) i
24 Eapruary, | S | Flavoonss mit of LTH
2005 anr anige |

2.6 The bagic Nehficolion No. V2005-0F i o geen aremohon nofficalion prescnbing
affactive rate for varows axcisalis foods, and Jf iz undar fhis general wxemobon rofificahon hat S
Mo, 118 has been inseded from 15-8-2007 therehy specifiig mit e of duty for Ravoured mik of
animial orgin. As i product i question was classiied as Msvaarad mitk uriler SH Ao Q49717 of
e Tand as it stood 8 28-2-2005 v since I i not digmaed by the Rovenus sven of this stage ihet
Al Kool Kool Cadn js favewsd mife e mEpondents ol now eal the goods as
ohigpable fo ol mmre of dufy from 1562007 Howevar i g process, the pehfioners’ dghl o
sstsblish clazgaifioalion of these qoods wickor Chapier 4 of the Tanf as Jairy orogune bas hees
tcfeated becawse e Sassifcahon of iz prouct is show under this Nofifcahion as 2202 50 30

27 The petitoners” submission js thal Secion 54 of o Cenfral Excize Ao prmpowers 1o
Cenira! Govermmen! fo axeny sxcisahie guods af day specific descrption fram the whole ar Ay
pant of ther ety of axcise fawizhia Morpan. The favear iz s, fo grand SROMDNST S panersable roods
of any specified descrpfion, bt nof te decids 8 clagsiication of any sxcisable goods by 2
rofifcanon issyed under iz Seclion. The Cardral Sovermpment could have valy wall preacsiled
e of dufy for Savewssd mite of animat angin without refeming fo oS slassificetion in the s
Melitication. bl daving pressied tese goods &= iwling under clasaiffiostion Code Mo, 2202 90 30
under s Nobfoatk, he Cantos) Sovermiiend fias decslig clazsficalion of Ma proinr By wirfis of
Mofificalion under Seciion 54 of fie Ax and therefocg alzs, this aobon is also wilrs wires e Doy
confamad ypon te Govemment undar Section 54 of he Asf.

e petitioners’ submizsion & that f s Notficalion had Beseny fzsued wilthoul nicating Tan Nem
Mo. 2202 90 30 I would heve besn aoen to the nediions® o contend Ml the peflioners wa
erilied o gxemotian fom evcies cby for The enfie porod fomy 28-2-2005 Io 1 4-B-2007 oy
eoertencing il fhe Aavoursd mitk (8 anly milk sith sugar and favour and is not beverage confaining
Ml az spch, Hence, o woukd havs Besn AR b e pehtioners Jo contend that the Ravoursd mikk
made by them anly fails weder Tantt lem No. G302 99 50 for whish N ritte of duly s prescrld rght
. 28-2. 2005 crvesards,
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2.8 However fhe Cordral Govenynent itsel having givan the clessification of Tanff item No.
2202 80 3000 b Notifcaton dated T8-8-2007, apparenlly wilh prospective efect, no oty
whither he Commissionar af Centrs! Exciss or the Appetare Trbuna! could srocepl e pehtioners
povitention that faveured mitk falls widker Tanff ftem Moo 0402 98 B0 The pedtiioners have, therafors,
challorged e Nolification dated 1562007 oty in &0 far az § puparts o give clasaiicalion of Tamf
e Mo, 2202 9030 o “Flavodrod ik of admal ongn

2800 wiewe of e akove Nohfcation the authorty whizh has issued the show-case nofics
ot 1E-4-2007 vkt simydy proceed on the basis of Ihe saéd clasaificabon code given By Ihe Cantral
Geovernmenf b Hie Nohifcation dafed 75-5-2007 fu whiclr the patiioners five aleady gheen replyan
{0-7-2007,

3. Having heard feamed counsel for the polilioriees, we sie of the wisw that foofiag i e
subipst maiter af the confroversy reised i the pelilion, his gppears to be an eminerily i case whers
ihe peltoners showd make & representahon fo the Cenfral Gowgrnment. Accordingfy, i i
pehitoners make such a roproscrtation wiin one wask from foday, i & expected that tho Coiral
Gowammant will dogide he same g5 expediivusly a5 possibe and preferatly willin ooe maonfl from
the date af recopl of e Baresanishion.

4. Az regsrds pendency of the oceedings aneng from the stiow-sacse potice. it will be
apen to the petitioners fo make 8 requesl before the Commizsipner of Cantral Excize fo adiour e
hearing suitabiy so s fo dwalt the decision of tha Conlrl Govemment on g mpreseilaiion: We ams
sure Mhal such & request wail be considerod by the Cammissionar in the proper perspective whan e
mafter comes up for heanng befive e Commissionsr on {6-8-2007

5. The potition Standy oigposed of i Me above s,

&, Liberly fo apoly i cage of oiffculy,

7. e mendae ls pemmittod,

Unguote.

The abawve, decisions relate to the Central Excise regime. Howewver, [he
interpretation and Ratio Decidendi is applicable to the very goods under G5T also. In
fact many dalry companies approached GST Council seeking clarification an the
classification of flavoured milk, The matter recorded in the Agenda for 31% GST
Council Meeting | Volume-2) dated 22.12,2018, in this regard is as follows:

SRy Deseridion | HAM “PFresenl Wequested | 4 ommenls
GST Bale  GST Bare
A [ —— {4 %)
i5 Flavoured | 220z Claritica
Milk |tionen ] The Lxplanatory Notes to HSN
at Il 15 dogoribe the poods classifiable under the
classific - i ;
S heading D402 as under:
undes ; -
Chapter | Thiv heading covers milk {as defined in
rT?J\\ 4 Note | 1o this Chapter) and cream,
— ""'*'-.*?r'n,, whether or not posteurized, sterilived or

\ otherwize  preserved,  lomaogenised  or




I

q

cream which have been concentrated ov
which contain odded sugar or other
swectening marter (heading 04.02F
curdled, fermented or acidified milk and
cream (heading 04,03,

The products of this heading may be
fozen and may contain the additives
referved to in the General Lplanatory
Note to this Chapier, The heading ailso
covery  reconstituted  milk  ond  cream
having  the  same  gualitative  and
guantitative composition ay the npaturel
products,

1. Flavoured milk is elassifiable under
HS code 2202,

i.  Fitment Committee  does  not
recommmend issuance of such clarification.

In view of the abave, we arrive to the conclusion that 'flavoured milk' Ig
classifiable under tariff item 2202 9930 of the First Schedule to the Customs Tariff
ACE, 1975 as a " beverage cantaining milk™ under HS code 2202. Tha rate of tax
applicable for the said tariff iterm is 12% GST (6% CGST + 6% SGSTY under ankry
no. a0 of Schedule 1T of Notification No,1/2017 - Central (Rate) dated 28.06.2017
as amended.

In the light of the facts and legal position the tuling is given as under.

RULING

{Under section 98 of Central Goods and Services Tax Act, 2017 and the
Andhra Pradesh Goods and Services Tax Act, 2017)

The HS code for flavoured milk is 2202 9930 and the GST rate is 129
( 6% CGST and 6% SGST) under entry no. 50 of Schedule IT of Notification
No.1/2017 - Central (Rate) dated 28.06.2017 as amended.

{5d/-D. Ramesh) {5d/-S.Narasimha Feddy)
Member (State Tax) Member (Central tax)

COld],
Assistant Commissioner{ST)

Assistant Cormmizsionar (State Tax)

a/o. Chiet Comimisaioner i State Tax,

Andhra Pradesh, Vijavawada.

flt.ef:ibags




3

To
1. M{s Sri Chakra Milk Products LLP., D.No. 23B, Bendapudl vari Street

Ramachandra Rao pet, ELURU - 534002 West Godavari District, A F. By
Registered Copy

Copy to

2. The Assistant Commissionsr of State Tax, Eluru Circle.

3. The Superintendent of Central Tax, Jangareddigudermn Range Eluru CGST
Division.
Copy submitted to

4. The Chlef Commissioner of State Tax , Ofo Chief Commissioner of State
Tax, Eedupugallu, Vijayawada (By Registered Copy).
5 The Chief Commissioner Central Tax , Ofo Chief Commissioner of Central

tax & Customs, Visakhapatnam Zone, GST Bhavan, Port area,
Visakhapatnam-35.{ By Registered Copy].

Note: Under Section 100 of the APGST Act 2017, an appeal against this
ruling lies before the Appellate Authority for Advance Ruling constituted under
Section 99 of APGST Act, 2017, with in a period of 30 days from the date of

service of this order.
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