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State Tax Officer (C-704) Nodal Division - 7, Mumbai

" Nature of activity(s) (proposed | presenf)
in respect of which advance ruling sought

A Luh?gm'].f

'iia:tgﬂ.l S Manufacturing

B Description {in brief)

Crown Beers India Private Limited

(“Applicant’ or 'Crown) has entered into a Tie-up
Agreement  [“Agreement) with Privilege Industries
Limited (“PILY) under which the Applicant has entered
inte an agreement with PIL, whereby PIL brew !
manufacture, package and supply beer ("Products’) from
its bottling unit, located at Plot No. B1, Lonand MIDC,
Satara, Maharashtra - 415 508 (" Bottling Unit), te buyers /
distributors in the territory slentilled by Applicant.

lssue/s on which advance ruling required

{iiy applicabilitv of a notification jssued wnder the
prowvisions of the Act

{11y detarmination of fime and value of supply of goods or
services or both

{v) determination of the liability o pay tax on any goods
or services or both

{vii) whether any particular thing done by the applicant
with respect to any goods and/or services or both
amounts to or results in a supply of goods and/or
services or both, within the meaning of that term

famstiunis} an which advance ruling is

As reproduced in para 01 of the Proceedings below,

recuired
PROCEEDMNGS
[Uinder sactinn 98 of the Central Goods and Services Tax Act, 2017 and the Maharashira Goods and
T,
OGS Services Tax Act, 2007)
S st 1':2’{_.__ The present application has been filed under section 97 of the Central Goods and Services Tax Act,
AT 3 miand the Maharashtra Goods and Services Tax Act, 2007 [hereinafter referned to as “the CGST Act and
; {F,!' Act”] by Crown Beers India Private Limited, the applicant, seeking an advance ruling in respect of
< 4 Howing questions.
i J 4

T

T 1_,_ .

The auplicant incurs to the PIL o fized foe ond costs specified o Schediele 1 to the Agreeuenl as 0
o Jor supply of Products. Supply of Producls, being in the nadure of aloofohc Isquear fir Iriennag
samption, is exclwded from the embi of Crrtral Goots and Services Tax Act, 2007 (1 CGET Act) f Maturensieten
~ 2 Copds mnil Serpice Tax Act, 2007 (MGST Act’) / Integrated Goods and Sermoe Tax Act, 2087 IGST Act' ). Whether

Central Goods and Services Tax dieveinafler referred T 05 the 'CGST') wnder Section 310 of the CGST Act [/
Midneriashibnt Goods and Sermice Tax (iereingfer referred lo as the MCST S ierader Section 1) of the MGST Actf
Integrited Gonds md Service Tz {hercinafter vefered bo as the "IGET) senncder Seckion 5 (1) of the IGET Act coan fe
lewied on the abore mentivned consiieration peid for supply of aloahiolic liquor for lumitn consiinptioo?




<iox  the Mgee

if. Withowt prefudice to Hie subnrissions maide elserohere, if we supply of Beer is held fo he w service by way of
fob roark i relietion 5o Bewr, oluet shall be the rate of CGSTAUITGSTAGST that shall be fevicd on the swid fexable
angpiy?

At e oubset, we would like to make it clear thal the provisions of both the CGST Act and the MGST
Act are the same except for certaln provisions, Therefore, unless a menton is specifically made to such
disstmilar provisions, a reference to the CGST Act would also mean a reference o the same provision
under the MGST Act. Further to the earfier, henceforth for the purposes of this Advande Ruling, a reference
to such a similar provigion undes the CGST Act / MEST Actwould be mentioned as being under tive “GST

Act”

0z FACTS ANDCONTENTION - AS PER THE APFLICANT
The submisstons, as reprodoced werbatim, could be seen thas-

STATEMENT OF THE RELEVANT FACTS HAVING A BEARING OX THE QUESTIONS:

1 Crown Beers India Privaie Limited [* Applicant'y is o company Incorparated under the provisions of th
Companios Acl, 1958 The applicant has enlersd into 2 Tiewup Agreement (* Aprecsnent) with Privilege Industrics
Lirnited {"PILY whereby FIL o beew / manufactare, package and supply beer ("Products’), as specified ander fhe
Agreement, from the Bottling Unit ta buyers [/ distributors in she berritory identified by Crown, PIL has serplus
prant facturing and licensed capacity at its bottfing unit, located ai Flot Mo, 81, Lonand MIDC, Satara, Maharashia -
415 58 {Bottling Unif), and Beer would be supplicd therefrom. The Agresment is anmexed hereto and marked as
Annexure-1. The PIL holds valid licenses, permits and permissions necessary under the appiicable laws for
manufaciure of Products at the Bottling Unit Ceples of The sasd licenses are annexed heveii and marked as Annexure-
I In arder o understand the transaciors being undirleken under the Agreement, the Applicant has
sumimarizes! v relevant termes of the Agreement holow:

a In accordance with the instructons recetved from Crown during the term of the Agreement, the PIL

undertakes o mamfacture the Products at its Botiling Undt and perform Certain other allied activities, includimg the

following (Clavse 11 of the Agrecment)

i. Purchasing the required materials, arranging labour and all other facilities and puts, in compliance with the

standards prescribed unifer the Agreement, for the purpose of manufacturing the Products;

il Carrying cut all the processcs required for 'I:rrewm,g,_." mqhufnulurlns, Botiling andd pu-thih,[_-,'-ﬂi.'l'h:- Praducis;

iv. Maintaiving physkcal stock of Produxis in the Bottling Unitor in besimdind o nithar wanehmases: and Preparation of

salos Invoices, ensuring fmely dispabshos and defivery of the Products to buyers/ distributors in the territory identified

o the Crosm

B, The PIL would be responsible for camrying out its obligations under this Agrecimend in a fimely manner and in

accordance with the directions and instructions of Crown (Clause 2260 he 4 greement),

<. The PIL shall mansfaciore the Producis in terms of e Agresment in strick campliance with the policies, operating

procedurcs and guabity and performance Parameters amd standands prssribed by Crowm [Clawse 51 ol the

Agreoment). Crown Would be antitled to specify, inter alia, a5 part of the above mentioned porascters and Standards,

the quality, sprecifie varicies, sources oncd berms for procurcnsant of raw Mlakerials uisad in the mano fackre of Prodiscls.

the design, content and manner of Affication of labels. marks and rademarks to the Products, the manner of

preduction and Chaality contmol procedunes o b maintaimed in the manufscture of Products by the PIL (Clause 5.2 of

the Agresment|

d. The PIL shall malniain in force, st all times during the term of the Agreament, full and complete insurance cover for

Products, paw malerials and ingredients used in the Manufacture of Froducts and work in process in relation e

oy reeninating Crown as the beneficiary. Cost of afunesaid insurance shall be to the Actosrf of Crouw (Clunss 4,11 of

e a L),

o istderation For felfimen) of the above mentioned oldigaitons by the PIL to mamubactiirs the Products in berms

eerment, tho PIL shall be entitled ko 5 fsod foe for the Products somanufaciered, caloulated and pavable in
Ay with this Apreement (Clanse 2.3 of the Agreement). The aforesaid fived fee is caloulated after considering
cosls f Incarred by F1L:

raw materials and ingredients used o manufacture the Products, based upon paramaters 2 greed under

spit oot gectaal price basis;

d manpower cost upon actial cost, based upon parameters Agreed under the Agreenienl,

corsumatées towards boiler fuel, cost (initally furnace oil and Later roe husk /briguette), dennoralised

arbon slioside, efluent treatment plant, Water treatmend plant, laboratory supplivs, inkjet printers, ink and
e i cther consumables which s consumed is routine working of the Beatling Unit;

S, Powier cost hasod npan parameters agrevd ender the Agreement on Actual price basis;

V. Bottling fee {including without limitation franchise fee amd label Registration charges) thal may be levied by the

excise department of the State of Maharashiza;

vi. Other duties, taxes and foos levied by the State Government of Central Government payable in relation o the

dispatch of Products as applicable on the date of Agreement;

vil. Cost for taking insurance as conternplated under Clause 4:11 of the Agrecment;

the frifian
L. Cost ar &



viti, Cost of any permil fees or levies to be submitted andor any applicable nule, regulation or law fowards supply of
Preducts pursuant in the Agreement;

ix, Cost af loading and unlosding of raw materiala and ingredients used o mamfactere Producs and the Froducts;

«  Approved cost of nanning and operating a bonded or other waneheus:s as advised by Crown; and

xi. Costol inwards frefght charges inrelation o e Material and Produces.

[, Any costs other than s specified in Schedulo 11 shall be borne by the Appdicant (Clause 7.3 of the Agresaendy,

g PIL shall open i soparate bank account {'Account’) whereln all proceeds from Sabe of Products made o buyers
distributors under the Agresment shall be Deposited (Clause 7. 1 of the Apgresment). Fixed fee {including all costs
specified in Schedule [ to the Agreement) shall be paid or incarred trom the Account (Clause 7.2 & 7.3 of the
Agreement]. The prececds from the sale of Productks shall bacredited inte the Accound (Clause 74 of the Agreament),
h. Any credits, subsidies, benelits, nehunds, whether monetary or otherwise, received by FIL in relation o costs or
amounts receivable by Products pursuant o Schedule 11 (Cost Subsides) shall be 1o Applicant™s berefil and the
Applicant iy elict; ab Hs sole disoretion, i dediact o adiust the same from the amounbs payablo by the Applicant to
PIlL under the Agreement {Clauwse A5 of the Agroemant].

1. The Applicant is filisg tha instant applcation for advance rifing under Section 47 (1) of fie Mabarashirg Goods @
Serid Tar Act Terrinafler referved o a5 the ‘MGST Art) Read with Section 9 of the Contral Goods and Services Tax
Act, F017 Chereinafter referred toas the "TOST Act’) and Section 20 ixvii) of the Integrated Goods and Service Tax Acl
2017 (hercinatter referred to as the 'TGST Act). In accordance with the above mentioned Provisiors, the Applicant i
desireus of oblaining an advanee ruling on cerain questions Arising oul of the Agreement. The said questions luve
poeny detailed in S Mo, 14 of his Applicaton. The Applicant’s submisskons in relation & the said questions ane
eramerated below in response b 5, o 16 of this application for advaroe ruling,

STATEMENT CONTAINING AFFLICANTS INTERPRETATION OF LAW IN RESPECT OF THE QUESTIDNS
RAISED

The Applicant pays to PIL a fived foe (calcudeted by including all the cost incurrred as specificd  in Schedicle [T b the
Agreement y PIL and its prafit marging v o consideralion for breming’  Mmmifacturing, proking and sepply of
Pradiscts. Supply of Products, being in the natiere of Alcoholic liguor for Tniman consunypiton, is exclded frone the
wmbit of CGST Act f MGST Act AGST Act. Whether Central Goods and Services Tax therminafter referred 1o as Uie
‘CGST ) underSection 9(1) of the CGST Act / Malurashtre Goods and Sertive Tax (lereinafter referrd fo as He
'MGST) under Sechion (1) of the MGET Act / Integrated Goods mad Serwice Tax (Heretnafter referred fo ns e
'JGST') winder Section 5 (1) af e JGST Act can be lemied on the abooe wwetioned considenttion paid jor supply of
alcoholic Haguir for Tnem corsumpiion

1 In this question, the Appcant has sought an advance ruling on whether OGST /MGST / 1G5T can be levied
on the payment of aforesaid fived fee recelved by the PIL s a considesation for brewing / manuladuring, packmg

and supply of Products Le. aleoholic liquor for human cansumpkion
g In this rogard, reference may frst be made to the amesdments introduced by the Constita tion (One Flundred
and First Amendmerd] Act, 2006 By way of this constitutional amendment, Articke 26A and Article 20894 wers
introduced in the Corstitution of India to au thorize the Parliament and the Legislature of every State L
make Jaws with respect o Goods and Services Tax (beranafter refermed fo a8 "G5T'), Furthermare, Article 366 (114
was inserted in the Constitutlen of India which defined goods anid serviees tex’ he mean "ary (v on gipphy of goods, ar
serices ar botl except taxes on the supply of the alcohalic liquor for hman consumption®. Moreover, Entry 54 in List
e l],_0f Seventh Schedule (State List) to the Constitution of India, which authorizes the State Govorament bo kney baves

"-:-:E? l-:l_-l_f“'j ‘Certain sulject nullers, was amended s | S

it 54 Tinvgs an Hae srle of prtvolein crude, figh speed diesel, mater spint frommonly kngwt # petrol), et ges. aoimhion tanrhivee
. fue Trrg'q?ﬁm': liguer for famns Conswnption, bt nof induding sile in e coverse of inter-Stele trade or Cannnerce ar sale (e

q—

J'.-,-;';'Hf ﬁ) e calyy ,_:#’-:Inlr:mr&l:lﬂrh' drvivke o corperee of sindr goods.”
= qE =i
i'; { 4 i ]1 Thitreafter, relevant legislations for levy and oollection of GST wene imtroduced by the Central Govermimant

tl.,__'.'__ , as wdp‘.ﬂ'ﬂ_iﬂ respective State Governments, including by the State Government of Maharsslitza, In the instant casc,
"‘., s the Applcght 5 concerted with the provisons of the COST Act, the IGST Act and tlva MCET Act The CGST Act
prgvidies for provisions for levy and collection of GST on infra-Saahe aipply of goods and services or both by the
i ovornmont. Under the COST Act, Section 9 (1) specifically provides for the levy of CGST on "all intra- State
= of gownd o services or both, except on the supply of aleohofic liguor far uman consumption”, Similardy, the
R Act provides for provisions for bevy and collection of GST on intrs-State supply of goods or services or both by
the State Gavernmen! of Maharashira. Undor the MGST Act, Section 9 (1) spedifically provides for the levy of MGST
on "all intra-State supplies of goods or services of both, eecept on (e su ppky of alcoholic ligeor for human
consumption”. As far as the 1GST Act is conoemed, ghe same provides for provisions for levy end collection of tax on
inmr-Stabe supply of goeds and services o both by the Central Government. Under the IGST Acd, Sachion 5 (1)
spevificolly provides for thelevy of [GST on "all inter- State supplios of gonds or services or hoth, except on the supply
of aleahelic Dguor of human comsumphon®.
4 Baserd on a plain reading of Article 366 [124) of the Constitution of India, Section 9 (1) of the CGET At/
MCET Act and Section 3 [1) of the IGST Act, it §s respectfully submifted that ‘supply of alcohollc liquor ko human
consumption' bas been expressly excluded from fhe ambit of bevy of CGST / MOGST/IGST. 1t may further be noted
from fhe amendment in Entry 54 in List & of Seventh Schedule (State List) 1o the Constiution of India that the power
o imipises tax on alcoholic liquer for human consumpticn hus been scparately prescribaed o the Sate Govemmonl,

i

(Enrplingis Supplieg]




5, It is further submited by the Applicant that under the CGST Act [ MGST Act [1GST Act, the levy of
CGET) MOST/ 1G5T respertively is on the Supply ‘of goods or sevvices or both, The expression supply’ i defined
under Sechion 7 of the OGST Acl £ MGST Ad te inclode, inber alia, "all forms of supply of gonds or services ar both
such a8 sk, (rarsler, harter, ..-x.;hnmgl.-, lioerse, rental, lease o dispasal madis nr .:I.EIIEEJ iy bt maacle for & consiceration
by a person in the course of furihwrence of business. Section 2 {21) of the FGST At has spocificd that the expression
supply ‘shall have the same meaning as assigned b it in Secton 7 of tha CGST Act. Thenefore, for the purposes this
spplication for advancoe ruling, reference io supply’ in terms af the OGST Act shoubd henceforth be read 1o be reference
by supply’ (0 berms of the 1GST Actas well.

a, Based on a reading of the scepe of supply under the CGST Act! MGST Act/BGST Act provided abowve, il is
niot disputed by the Applicant that the transaction undertaken by PIL falls within the definition of supply undar the
respective |egislations. This is clear from the fact that there is a transfer or @ disposal of Froducts by the PIL for a
corsideration {Le, fixed fee and costs specified in Schedule 11 i the Agreement) in the course of or in furthirance of
thlr business, Therefore, the PIL's activities wouold be squarely covered under the definltion of 'supply under the
CIOST Acty MGET Act f 105T Act.

7 Howover, the Applicant would hambly like o bring farth that the supply Being made by PIL 5 of aleeholic
liguor for human consumption, As mentioned in the berms and conditions of the Agrecment, the first pert of the
corsideration in question here is the amountof fixed fee which depends on the supply of Products by the PLL in ferms
of the Agresment. Clearly, the fieed fee received by PIL from the Applicant is directly in relation o brewing
/manufachering, packing and supplying Products Le. alooholic Bquor for human consumption. The second partof the
consideration is the amoant representing the costs specified in Schedule 1T 1o the Agreement, which inddudes, inter
alia, the oot of procering raw materlals and ngredients, power cost and manpower cost, required for brewing,
manufscturing packing and supplying Products, The said costs are esentially a consideration chasged by tha PIL on
Applizant for supplying Products e aleoholic Bquor for human censsampiien

B. Based on a conjoint reading of the provisions refating o levy of CEST/MGST/MEET and the provisions
relating to seope of ‘supply under the OGST Act/MGST Act/ IGST Act, it is humbly resterated by the Applicant that
supply of alcoholic ligquor for human consimption is excluded trom the very purview of Bxablity at the threshold
itself. Furthermore, it s submitted that there is no Constitutional anthariry at all to levy GST onany form of supply of
alcoholic liquar for human consampion in terms of Articke 366 (124) of the Constita tion of India,

o, In addition b the abowe mentioned submissions, the Applicant would like to poing ouk thad prioe to tha
Consfitubion (One Hundred and First Amendment) Act. 2016, Entry B4 to List | (Union List) of Schedule 7 to tl
Constitubion of India exchided manufactare’ or production’ of aleoholic liquors for human consump ton’ from duties
of excise Jevied by the Central Govermment, However, with the passing of the above mendoned
constitu tional amendmient and the consequent GST legislations, what is exchaded from the levy ol GST is the supply
of alcoholic lguor for human consumption’. In this regard, itis humbly submitted that supply’, as definedin e CGST
Act / MGST Act f IGST Act, is o maech wiiker conoepnt wid ol inclintrs all fora of siepply of gomis or sermtees ar ol withi its
ambit, As fr @s GST on sippdy of aloofalic dqueor for hinmi consumption’ is coneemed, the same has been excludod frem
the overall incidence of 'supply’, which mchades the supply of goods as well as supply for seevices, Tharefore, it =
clear that the Entention of the concernid logislatures has boen to exeludie svary aspect of supply of alcoholie Bquor for
human consumptian fram tax under the GST begislations, be it supply of goods or sapply of services,

10. Raliance in this regard is placed on the settbed position in law thal taxing statutes are to be strictly construed
i a tasing statute has to be looked at merdy in terms of its languapge and there is no room for any intendment. The
reasondng behind sach construction of xing statules is that there is no concept of equity in taxation law, This principle
has been uphekt by the Hon'ble Supremse Court in a series of judgments, inchuding by Constiiutonal Bench of fhe
Hoevble Supremse Court in Hansraj Gordhandas v, HH Dave (196%) 2 5CK 253 a8 well as in Sates Tax Commissiones v

= Sugar Mills, AIR 1563 5C 1047,
F‘\-I'[ E l-""l-‘:.'_.-‘,.
A e m‘“"‘ﬂ-{ﬁ il of the above mentsonod rulo of constraction relating o faxing stamtes, it i humbly submitted that the
P largimizn ¥ Article 366 {124 of the Constitution of India. Section @ (1) of the CGST Act / MOGST Act and Section 5 {1)
E':E S the {08

Whct have 1o be strictly constried, withoul considering the conssquences that 1t may have. Onee the said
jre interpreted sirictly in ferms of their language, i can be concluded that the supply of alcohalic leguar
shristiption’ in all forms, either a4 a supply of goods or asupply of services, bs sciuded from the kevy of
T/ 1GST. Accordingly, 1 Is the A pplicant's congention that thens shall be nolevy of CGST,/ MGST [ 1GST
ol fee amil cosis specified in Schedule [ 4o the Agreement paid by the Applicant to PIL as the same are in
y wppl}l af aleoholic liquos for human conswipiion’
; Without prejisdice (o the submssions made above. the Applicant pre-empis that the Revenue may conterd
" b Mo, 3 of Schodube I o the CGST Act/MGST Act provides that “any treatment or process which is applied to
another person's goods is deemed to be a supplhy of services " and, therefore, the activities carried cut by PIL on goods
abtained from suppliors nomirated by the Applicant shall be leviable o CGST/MGST/IGST a5 a ‘supply of service.
I this rejrard, it is frstly submitted that in the instant facts, the PIL & not working on ancther persoa’s pocels. This bs
a case where the PIL purchases the required materials an e own and then manufactures amd packs Fraducts out of
such goods. Therefore, it cannot be said o be "any trratment o process which is spplied 1o another perima's Pt
Tn ary cose, it is humbly submitted by the Applicant that merely bocause any treatment,/ process applied ko ancdher
person's goods ks deemed bobe a servics under COST Act S MGST Acty TEST Ack, it canmvd be implicd that the process
of browing | mamfactoring. packing and supplying of Products using the raw materials from suppliers specified by

d



the Applicant shall be coverad within the scope of ‘supply' under CGST Act/MGST Act/IGET Act. In this regard, it is
humibly submitied that the levy of COST/MGST S LGST is authonzed only under Section 9 {1) of the COST Act/ MGST
At arxd Saction 5 (1) of the 1G5T Act. Under these provisions, tax is levied on the supply of goods or services or bath
b L excludies such a levy an supply of aleaholi ligeor for bhuman consumption, It s pertinent fo point out that there is
nex mestion of any specilic catepory of supply (ie cither supply of geods or services or both) which = excludad.
Therafore, it is respectfully contended that all calegories of supply of aleaholie lquor for human consum ption, whether
of grods or services or both, stand excluded from theambit of Tevy of CGST/ MGST / 1G5T. Besides the lack of slatutory
suthority bo bevy CGST/MGST/ IGST on supply of alcobolic Lguor for human consumption, it is further cantended
that there is, in amy case, a specific exclusion under the Constitution of India to kevy G5T on the supply of alcoholic
liguor for human consumpiion In light of the above mentonsd provisions, it is summarized that even it solivity
undertaken by the PIL can be deemed bo be a ‘sapply of services’ under e concerned stalutes, there shall be na levy
of G5T on the same as not only s here b5 o statiiory becking fo the sakd levy in the fimst place, the Constituben of
lnidia specifically excludses bases on aleshotic Hquos for human consump tim o tha definblion of CST,

11, Im this regard, the Agplicant places reliance an the well-settled position of law thal a-thing which cannot be
dome directly cannot be done indirectly. Accordingly, it 15 respectiully contended by the Applicant that something
which i not constitutionally / statatorily permissible, the same cannot be justified by relving on the langoage of the
Schedulo to the relevant statute, To explain the said submission in the context of the instand factual scemario, If is
submithed by the Applicant that vy of GST on supply of akoholic Bguor for human consumphion is expressly
ecinded pnder the Constitution af Inidia os well as the ©GST Act £ MGST Act )/ 1G5T Ack Onoe that is the case, fhe
Favenue cannol place rellancs om the scope of supply provided within the COST Act/MOGST Act / ICET Acl to argue
that GST can be levied on o supply ol akeeholic |i|.'|_1j.m- for human consumpbion if the same amount: boa
treatment/ process on another persen'’s prods. To substantiate this contention, roference may be made to e judgment
of the T-judpe Bench of the Hon'ble Supreme Court in Be Kerala Education Bill, 1957 Reference under Article 143 (1)
of the Constitution of India, ATR 1958 5C 956 wheren it was hekd that "Even the legislature cannot do indirectly what
it certainly cannot do directhy®. Similarly, 8 Constitution Bench of the Hon'ble Supreme Court in State of Punjab v,
Dreswans Moders Braweries Licd, (2004} 11 5CC 26 hald that "It isawell-sattied principle of law that a thirg wikich canmet
be dane directly cannot be done indirectly”. Relying on these udgments, it is humbdy conended by the Applicant that
once the suppdy of alcaholic lkguor s oowluded from the very definition of GST under the Constitution of India as well
u& fram the :hn.rEmH provisions Lu-.r'_'.-irig AT f MCST f IG5T under the COST Ack/MOST ActfICST Act, thore iz a
total bar on impesing GST on ssch a supply in amy form, including by way of creating a deeming fiction.

14, In wiow of the above mentored submissions, the Applicant humbly submits shat the consideration recelved by FIL
as fisced Tee and costs specified in Schodule 1o the Agreement |8 in the natune of consideration for supply of alcoholic
liquoe for human consumption” which s excluded from the ambit of GST by virtue of the spacilic exclission provided
for in the Constitision of India as well the charging provisions under the CGST Act, MGST Act and the 105T AcL
[herelore, 11 is the Applicant's contention that there shall be no levy of CGST/MGST /HGST ot ameunt of such
constderation receivid by PIL from the Applcant ander the Agneemensl

Subenissions in relation fo Applicant's Disestion (10 in5 Mo, 14
Lot preidice (o the sibniissans mede eleereferr, i e supply of Seer 3 belid fo be sorvice by pay of folr ok i relation
to Beer, nimf ghali be e mode of CGST /A MGST S IGST hat sholl be feoted on dhe said tavabile suppliy?
15. 1 the supply of Beer ks hald to be a service by way of job wok in relation to beer, the Applicant has sogzhit an
advance ruling on the rate of OGST/MCST / 1GST that shall be levied on the said taxadle supply. It is respoctfully
reiterated that this (s without prejudice to the Applicant's sulanlssion thal the actvities under comtention ére ruk Bsing
carsied owt on ancther person's goods amd et said activities ane in the mature of supply of alcoholic liqquer of bunsan
consumption which is entirely ouiside the ambig of G5,
16, Without projudice o the sibmissions mada slsowhere, it is kumbly submitied that if brewing, bexttling amd
rie alenbelic Hquor for human censumption is considered to be a toable supply, it could potentially
g ambit of manufacturing servioes on physical inputs owned by others Le. services by way of job work.

¢_F‘? wse, all the activities under comsideration Le brewing, bottling and supplying Beer ane in ralation to
e s fible under Castoms Tariff Ttem 2200 O O of the First Schedule o the Customs Tanll Act, 1975,
I3 LN redore, i taxable supply squarely Falls within the scope of 5 No. 26 (i} (f) of the Nodification Ne, 11/ 2007
= ’J{ SCemdral Tax fgufg ated 2806 W17, as amended by Notification No. 31/ 201 FCentral Tax (Rate) dated 13102017 {a
#a /i Services by i july work in relation to all food and food products falling under Chapters 1 10 22 in the First
\ SEchetlale E"".ﬂ“."' ome Tarift Act, 1975 Accoedingly, if brewing, bottling and supplying Beer i.e. alcoholic lquos for
.1‘\:?"" ¥ human crarsaiighion & considered to be a taxable supply. the same shall be levied CGST at the rate of 23°% in terms
5 ' 11 / 2M7-Ceniral Tax {Rate) dated 28.06.2017, as amended by Notification Mo, 31/2017-Central

o g, o of MRt
“*—-frﬁr,r_.-;!"uu {Fsin Lgtted 12102007, Similardy, there shall be & levy of UTGST ata rate of 2.5% on the said taxable supply in
— wlotification Mo. 11/2017-Stake Tax [Fate] dated 2906707, as amendod by Motification Mo, 21,507 Slate
Tax (Rate) dated 13102007, Also, there shall be a levy of BGST at the rate of 3% on the sald taxable supply in tecms of
Pectification Mo, &7 200 7-Integrated Tax (Rab) dated 26.06.2017, sy amended by Motification Mo, 38/2017-Intagrated

Tan (Fate) dated 15,102007

WRITTEM SLIAMISSIONS 0N BEHALF OF CROWN BEERS INDIA PRIVATE LIMITED



1. Crown Beers [ndla Private Limited {Applicant’) bas entered into a Tie-Up Agreement [Agresment] with
Privilege Industries Limited ("PIL} under which PIL has agreed to brew / manufacture, package and supply beer
[Products’), as speciled undar the Agroement. [n his regard, the Applicant filed the present application for advance
ruling (' Application’]), bearing Reference No. 31 dated 29052008, secking en advance ruling on the fallowing
guestiona:

i, The Applicant imcurs bo the PIL & fixed for ind costs specified in Schedule 11 bo the Agresment as a
consideration for ssipply of Peoducts. Supply of Products, being in the nature of alcoholic liquor for human
consumption, is excioded from the amblt of Central Goeds and Services Tux Acl, 217 (OGST Act’) / Mahamashira
Goods and Services Tax Act, 2017 (MGST Act}/ Integrated Goods and Services Tax Act, 2017 ("IGET Act'). Whether
Contral Goods and Services Tax (CGST) under Section 3 (1) of the CGST Act / Maharachira Goods and Services Tax
{"MGST') under Section 9 (1) of the MGST Act / Integrated Goods and Services Tax (1GST) under Section 5 (1) of the
1GST Act can be levied on te above mentloned corsideration paid for sepply of aleeholic liguor for haman
comsum ption?

i Withowt prejudice to the submisions mado olsowhare, if the supply of beer ks held 1o be services by way of
ok wrark in relation fo beor, what shall bo the rate of CGST [/ MGST /1GST that shall be levied on the sald taxahle
supply?

2 in pursuance of the Application, a hearing for admission / rejection of the Application was scheduled on
2507 2014, After considering the submissiors mada by the Applicant, the Application was admitted for final hearing
fride Final Hearing MNotice dated 25.07. 2018} A copy of the Final Hearing Noteoe is enclosed herewith amd marked as
Anneure-1. Subsequenthy, the Applicant has also received Submissiors dated 24.07,2018 (Revenus Submissions')
made by the offioe of Join Commissioner of State Tax, Podal-F, Mumbal. A copy of the said submissions is anclosed
herewith and marked as Annexwre-2, In this regard, the AppEcant makes the following submissions, without prejudice
b each other

Supply of alcoholic liguer for human consumption, (ngluding the supply of goods as well as supply far services,
has been excluded from the ambii of GST regime

3. [Itis humbly sabmitted that the fellowing facts ane not in dispobe:

i, That PIL i8 a manufaciurer of aloohok ligquor for human consumptisn and holds the regquisite leences under the
St de exckee laws (Rectal (bl Classe 13,10} and {d) of the Agreemest),

ii. Thal the Products which are the subject matber of supply ar alooholic liquor for human consamptian as is clear
fram the definition of Praducts under Clanse 1 () of the Apreement which defines "Prodwet {s]°.

i The raw materials for the manufachure of alcoholic liguor for human consumption are purchased by FIL and &t
shall arrange for labour and all other facilities for puts for marfacturing alecholic liqeor for human
consumptiom (Clawse 21,1 of the Agrecment).

i, Tha Appdicant is the risk taker and is entitled to profils from e sale of aleoholic Hguor for idmén conswmpiin
(Clamse 3.1 and 2.5 of the Agresment].

v, FIL Is entitled 10 a fxed fee for manufaciure and supply of alcoholic liquor for human consumption (Clasiss 23
and 73 of the Agrecinend).

i, Gabes invodcas are raised by PIL for dellvery of alecholic iquor for human conspmplion in favour of buyers/
dhistribwbors identifled by the Applicant.

wit. That the mamsfactured abeoholic liquor for human consusmption is supplied

i From the above festures of the Agreement, it i9 clear that the fransaction is one of supply of alcoholic liquor
for human consumption along, The physical transfer of alcobelic lguor for buman consumption is made by PLL in
favour of buyers distributors which arg identifled by the Applicant. The ontire saleconsideration For S supply of
alcoholic liguor for hurman corsumption is split inbs thiroo parts wice, (1) fived Foar wehich is retwined by PIL. (2} the

ese==nayrplus which belongs ta the Applicant, snd {3} costs for the manufacture of akeoholic liquor for human consimphion
ARl - myl: reimbarsed o FIL

£ g i o part of the above sale consideration for aleohaolic licuere for human consumplion is subject 1o GST as the

A supplifpkoholic liquor for human consumption (tself is outside the purview of the CST providgons. All the absve

/H # £ complnehit of the sale consideration, whether retzined by the Applicant or by PIL, are only parts of sale conslderation
o aleohalicliguor for human consumption which bs marufachred and supplied by FIL.

&, power 10 levy of excise dusy en manufacture of aleoholic Hguor for human consumption continues to
vest with-ahe State Legislature under Entry 51 of List I Equally, levy of taxes on the sale and purchase of aloohalic
b lurman consumpiion coslinues b be chargad by the State Legislatwre ander Entry 34 of the List 1 by the
frofore, any conskderation which is charged by a manufactarer of aleoholic liguor for human consumption
e arusfacture and sake of alzohol will be subject to faxes by the State Governments alone and is not part of the
rrent power of taxation given to the Union Government and State Governments as provided under Arficle 2404
“F the Constitution. The entire sale consideration which is split into three parts, as stated above, can therefore only be

subjected to either State excise duty o VAT which is being levied st paid on such conaideration.

7 It ks humbly subemitied that under the CGET Act, Section 9 (1) apecifically provides for the levy of COGST on

“all intra-State supplios of goods oF services or bebly, eaept oo Be sapply af aleahalic iquor for Temisit consumpiion”.

Siwilarhy, e MGST Act provddes for prodisions o ey and coflection of G5 T o intra-Sdite supply of goods ar services or bobl

by the Stade Gooersumet of Matwrasitr. Urides the MGST Ak, Section 3 (1) specifionlly prestides for e ey of MGST on "atl

initrai-Shivle supyidies of goods or servies or bathi, excepl o e supply of el esfeolic Bigror for nmsir Co0s8 R AF far ag the
]
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MGST Act s conorrried, e sunee prowides fow propisions for levy ead coflectivie of by on Tnter-Glate supply of geors and SeFios
or bath by e Central Gorernmrent. Linider the IGST Act, Section 5 (1) specifianly provides for the ey af (65T an “afl ffer-
Shate supplies of goods ov sermies or botl, exept o the sy of atcofmdic fquor of fnamn commimgtiom”, Furilaruore, Article
FaF (T2A ) was irseren i e Coresilaflon of Indie wlide defined pooils and servdoes tax! do mean “umny Iy o sapply of paads,
ar seririors o both axcept hives s e sapply of the afenbolic lipor for famn consumption”. Bised on i ploin eading of Artick
366 (12A) of e Constitution of Indis, Sector 9 (1) of the CGST Act / MGST Act and Section 5 (3 of e ICST Adk, it is
respectficlly submaitted that ‘supphy of aloohelic iguor far haman congimplion fus been expresaly axcluled from Hae ambit of by
of COET 4 MGET f IGST.

&1t 5 humbly submitted thal with the passing of the above mentioned constitutional amencment and L comsaguent
GET begislations, what is excinded from the levy of G5T s the ‘supply of alcoholic Bquor for hamaen consunption. In
this regard, it 5 humbly submithed that ‘supply’, as defined in the CGST Act [ MOGST Act £ IGST Acl, is a rrnach wades
concept which includes ‘all forms of supply of goods o servicos or both’ withinits armbif. As far a8 GST on supely of
alcaholic liquor for human ronsumption’ is concermned, the same has been excluded from the everall incidence of
supply', which inchdes the supply of goods as well as supply for services. Therefore, 1L s dear that the intention wf
the comcerned legistatures has been 1o exclude every aspect of supply of ahcoholic liguor for human corsumiption from
tax under the GST legislations, be it supply of goods or supply of services.

g Withoul prejadice w0 the above submissions that there is no supply at all which can be brought under the
ST ned, if is submitted thal, insoder & the fixed Tes is concerned, it is nlended for the supply af aleahalic |I£|I-Iﬂl' for
Fwiman consumption. There 5 no independent gervive provided by PIL to the Applicant. The alleged servios gets
subsumed in the manufacture of alooholic liquor for uman consurrption and fnally what is supplisd is onby alooholic
liquor for human comsunspion. Therdfore, 3 would be incorrect 1o sub-divide the transaction of alecholic liquor for
human eonsumption and atiempt to tax the service portion, if any, which already stands subsumed in the final product
wehich is aleahelic Bquor for human comsumplion alone. For instance, if the manufacturer enters into an agreemant o
supply packaged pens, the activity of packaging pens gets subsumed in he manoiscaure and no separate service of
packaging pens will be said bo be undertaken.

10, It b8 further sabmited that the Stxle Legislature's powers bo impose: e on alcoholic Hquos for buman
comsumption has mot changed under the G5T nogime, & explained abowe under Extry 51 and 54 of List 11 As far a5 tha
Union Govesmment's povar bo impose servkeo ta is concerned, if 12 submitted that that the same was mposed interms
of thi rosiduary poseers undir Entry 97 of List! of the Union List {Seventh Schedule) under the pre-GST regime. Linder
fhis resicuary entry, the Union Government could make kaws with respect 1o any cther matter not enumerabed in Liss
1 o List 111 inchucing any tax not mentioned ineither of those Lists. Under the GST regime, however, thi Parliamen
and the State Legislatures have been specifically smpowesed under the Constitation (o make laws with respect 10 GST
Further, Constituiion itself defined goods and services tax under Article 366 {124) ko specifically exclude laaes on the
entire seope of supply of aleohelic liguor for human conssmption, whether such supply i that of supply of goods or
supply of services, Accordingly, it is submitted that no taxes in the natur ed GET can be levied on the supply of
aleohiolic liguer for human corsumrpiion

1 in this regard, reference may alse be made bo GST Council's Minutes of e 26th Meeting dated 103208 on
GST on liquar license fee wherein the GST Council approved that G5T was not leviable on licence fee amid application
e, by whatever nama it is called, for alcoholic liquer for hurman consumption and that s mandd also apply sl
smatnndis fn B dewmawid raused by Semviee TaxfBictse authorittes on Hoence fe for alooholic liguor for human
congumption n the pre-GST period. The Central Gavernmen has subsequently accepted this decision of the G5T
Council, Beference may be made to Onder dated 10082008 of the Hon'ble Belhi High Cowrt im [agatill Industries
Lisited v, Unian of Indis [W.P(C) No. 3777/ 200 7] which mentions (he above mentioned G5T Council's Minotes il
the Mesting and the approval of the same by the Central Government. A copy of the Drder dabed 10,058,308 of the
Han'kle Delki High Court is enclosed harewith and marked as Annesare-3.

=32 |1 has been contended in the Revenue Submissions that as per Sectlon 9 (1) of the CGST Act / Section 9 (1) of the

UL agpCET. Act and Section 5 (1) of the 1G5T Act. supply of alcoholic Tiquor for human consumption is excluded from the

bit of levy of CGST / MGST / 1GST. Accordingly, it has been submitbed in the Bevenue Submissdons that

g = _"wﬂ;&ﬁ;ymttﬁi / MGST / 1GST but supply of services related o lkjuer for hurman consumpticn is nolexchudes
hl?rhl_rl'ﬂi.:'
I

P ’. 3 servicesperdened by PIL o the Applicant are taxable. In this regard, i s hombly submitied that the above R TE R TITEN

* contenticp in the Revenue Submissions is an incorrect intarpratation of law ard ia llable 1o be rejected.

13 1145 u.ll.'!.hil:il_-;l bt i s wedl settled thal taxing staiutes are o be sirictly construed i.ea @xing stalate has Lo ba

¢ leokaid A merely In terms of its language and there & ne reom for any intendment. The nesoning, behind sach

consirudiioh of taxing statules is that there = o comwept of equity in faxation b, This principle has been wpheld by
thf Hog/fle Sugreme Court in a serles of judgments, inchuding by a Constitutional Bench of the Honble Swpremme

e itk Hansmj Gordhandas v, HH Dave, (1969) 2 5CR 153 as well as InSales Tax Compnissomer v. Bodi Sugar Mills,

“ADFIOE1 SC 1047 In light of the above mentioned rule of constrection relating to taxing skahstos, B s humbly
subenitted that the language of Aricle 356 1247 of ihe Coratitution of lndia, Section 9 (1) of the C5ST At/ MGST
Act and Section 5 (1) of the [GST Act hava io b strictly construad, withaut considering the consequences that it may
have. Onie the said provigions are interpresed strictly in terms of their Janguage. it is pespectiully contended that the
muprply of akeohalic lquor for buman consumption’ in ali forms, gither as a supply of goods or a sapply of services, is
achaded From the lovy of CGST £ MGST / [GST. Therefore, it is the Applicant's contenton theat tHre shall ba no lewy
ol CGST / MGST f 1GST on the considetation paid by the Applicant as the sama are m retation m supply of aloeholic

|.'i|.:|l.1l-'H' fior Iinrman mrm.l.rnpli.ﬂ.l'n'. ,l!l.n;rn-rJ.i.nﬁly, insdfaras the above mentoned conbeniion in the Reverae Submissiors
o
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ts concerned, it is humbly submitted that the same is an incorrect interpretation of (he stafutory provisions and lable
10 be rejected,

Advanee Ruling Mo, KAR ADRG %2018 dated 2%.06.2018 referred to n the Rerenue Submissions supporis the
Applicant's cunbention that te sanufactur ivi ak ML & ot ure of supply of dervises
and, thercfore, no G5 84 liablo to be paid on the same

14, Ini the Revemie Subimissions, reliance has been placed on the ddvance Baling Mo, KAR ADRG 972018 dated
26.06. 2018 given by the Authority for Advance Ruling, Karnataka (Rarnataka Advance Ruling’) in the case of M/s.
Unibed Breworles Limited ['UBLY): The facts of the Karmataka Advance Ruling are similar to (he facts of the present
case insofar as UBL, apart from manufacering beer on i1 own, also has manufaciuring armngement with Contract
Butiling Units (“CBUs’| whi manufactere beer under brarad names belonging to the applicant and supplies such boor
b markel As per the agreemints under consideration in the Karmataka Advance Ruling, CBUS were erditled o Hued
sumn and thecost of the saw material, cost redated o energy conewmplion. fed costs ete. Samilar b the present casa,
the sald agreements provided that the CELs shall be procuring the row maberials required, even if it was under the
close supervision of LIBL,

15, With respect 10 the question of levy of G5T on the profit carned by the CHLs out of their manufacturing activity, it
was mated in the Kamalaka Advance Ruling that UBL had nat supplied any goods nsed in the manifacturing activiry
andertaken by the CBUs and, therefore, thit CHUs are not engaged in supply of any service o0 UBL. Accordingly, it
was decided that there §s rix labdlity ol G5T on the amount relained by the CEUS,

L&, Tas view of the declsion in the Kaomataks Advance Ruling, it is humbly subrmitted that the said decision is directly
contrary %o the pesition waken in the Bovenue Sobmissions. The sabd decision. in facl. supports the interprotation
adophed by the Applicant. Tt is humbly submitted that in the instant facts, PIL is not working on anather pesson's
gonds, This is 2 case where PIL purchases the required matetials on their own and then manufactumes and packs
Products out of such gaods, Therefore, |1 is respectfully submitted thai the presont case cansot be sitd lo be one o "any
brentreentf oF process wdich & dpplied lo anoffar person's goods”. Acrordingly, rlyimg oo B Kormadrka Adfevivice Raling, 11 g
Rnemisdyy satonchied Ml PIL i mof engnged (i supply af iy servoe fo Fa Applicont o, therefore, mo GST Is lable o be paid.
Merely because the cost of raw materlals and ingredients ased in the manufacture of Products is reimbuesed by
the Applicant te PIL, it cannot be conclisded that PIL is enpaged in job wark of supply of services

17. 1t i humbly submiltod that as por Section 2 [B8) ol he OG5T Act, ob work! & dhiefined as "any [reatment or prooess
undertaken by a person an goods belonging to another registered person” and the expression job worker” has to bo
comstrued accordingly. An ldentical definition of ‘job work' ks provided wnder Section 2 (58) of the MGST Act In terms
of Section 2 (24) of the 1GST Act, the above menfioned definition of ‘job work under the CEST Act shall alse apply 1o
the IGST Act In this regard, it is humbly submitbed in terms of the above mentioned definltion of job work, an activity
ean be said i be job work’ only if such treatment or process is ubdertaken by a person on“goods belonging o another
riprstered persi’

14, Purther, & Mo, 3 of Schedulo I to the CGST Aet / MGST Act provides that *any treatment or process which is
applid ta another porson's goods & deemed 1o be @ supply of services”, Therefore, an activity can be sald to be sapply
ol service in terms of 5. Mo 3 of Schedule 0 of b CCST Act / MGST Act only If such treatment or process i applied
b0 ancther person's poods,

19. Tt the present cass, PIL is undertaking the manufactuning activity on its goods procured and paid for on s own
I this regard, sample invoices have atready been filed b desnonsivate that PIL i parchasing the rew materials by
ieself and is the owner of e raw materials, The said booloes are enclosed hareeavlil ared marked as Anrdoene-d
Therefore, it capnot be said that PIL is undortaking any treatment oF proness on another person's goods. Accordingly.
it &5 humbly submitted thal the mamsfacturing activity urdertaken by PIL can nitther be said tobe in the nature of b
work, as defined under the COST Act / MGST Act, nor sid tobe within the scope of 'supply of services' in ferms o
% Mo, 3 of Schedule Hof the CGST At / MGST Act.

-..—-:.-,.._1“- In this regard, it is humbly submiited that mendy the fact thal the cast of raw materials and ingredienis wsed o

£TNCE
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—, ',"d:.z'ijfmcured by and owned by PIL. It is respectfully contended that in any case of supply of goeds or services, the

the Produscts is reimbursed by e Applicant does not change the fact that such raw materials and ingredionts

nyisigdetion charged for supphving sach goods or services can be broad by splif indo (1) the cost incurred for supplying
such gooigs or services; and {2) the amount of profit. The fact that the cost of raw materials wsed for supplying such

" poeds OF services is recoverad from tha recipient of goods arsorvices at the time of supply does not imgly thal the raw

matefidlk always balonged to the sid reciplent (i.e. cven before the time of sapply]. Relying on the same reasandng, it

s hul.irthr'suhniuud thal mesely because the cost of raw materials ard ingredients used in manufaciure of Prodocks
is ;_a-::-.'-qa'-_-d from the Applicant, it cannet be concluded that the said raw materiaks and ingredients always belonged

- 1w this Arplicant and PIL was undertaking the manafecturing activity on goeds owned by the Applicant,

ice to the above mentioned submissions, if supply of Froducts is held to be 3 supply of serviee by
rof jol work, the samg shall be levied CGST af the rate of 2.5%, MGST at the rate of 258% and JGET at the sale

1. In the Revenie Sehmisskons, it has been contended thal the activity undertaken by PIL for the Applicant would
fall i the tax net fastening tax burden of 18% (9% CGST + 9% MGST) undar Service Tariff Heading MNa. %87
iResiduary Entry) of other services (washing, cdeaning and dvelng services: beauty and physical well beinyg services,
and other miscollaneous seivices including services nowhen: else specified)

]
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12, In this regard, without prejudice 1o the submission that no CGST £ MGST | IGST is leviable on the amount of
comsideration received by PIL (including the fixed fee and costs specified inSchedula 1Eof the Agreement], it is sy
submitbed that If brawing bettling and supplying Products s considered to be o taxable supply, it cold patentially
fall within the ambitef manuiactiuring services on physical inpu s owined v ofhers, In the present case, all the sctvities
under corsideraton |e. brewing, botiling and supplying Products are in relation to beer which is classifiable as
Cistoms Tarff Mem 2303 00 00 of the Fisst Schadule to the Customs Tarif Act, 1975 Accordingly. the sid taxable
supply will specifically fall within the seope of 5. No. 26 (1) (£ of Notificatien No. 11 2 7F-Central Tax (Rang) dated
.06 2017, as amended by Motification Mo, 3/ 2017-Central Tax (Rate} dated 13 102007 {Services by way of job work
in relation toall food and food products falling ender Chapters | 0 22in the First Schedule to the Customs Tarilt Act,
1975,

23 [t ds humbly submitted that under e nodifications prescribing rate of COST P MGST/ IGST on prescribed services,
it has heen spedified that the rules for the interpretation of the First Schedule o the Customs Tariff Adt, 1973, the
Section and Chapter Mobes and the General Explanatory Notes of the First Schedule shall, sa far as may be, apply to
thar interpretation of heading 9988, Rule 3 of the General Rules For Inkerprotation of the First Schedube to e Cusloms
Tariff Act, 1975 providos that the heading which prowides the mostspecific description shall be preferred 1o headings
providing & more goneral description.

24, In the present case, description of 5 Mo 26 (1) (1} of Pletibic ation Mo, 1172017 Contral Tax (Bate) dated Z8.062M7,
as amensded by Notification Moo 3172017 Cendral Tax (Rate) dated 1310207 is more specific that the residuary eniry
roferred to in the Revenoe submissions, Accordmghy, o brewing, betiling and supplying, Products is congidered fo b
a taxable supply, the same shall be levied CGIT (In case of Inta-Stabe supply) at the rate of 2.5% in teems of Notification
M 11/ 201 7-Central Tax (Rate) dated 3806307, as amended by Motiflcation No. 31/ 3017 -Central Tax {Rate) datad
13.50.2017, Sianilardy, thore shall be a Jevy of MGST {in casa of intra-State supply) at the rie of 2.53% on the said tamable
supply in torms of Notitication Ne 11/20 7-5tate Tax (Rate) dated 29.06.2017, as amended by Notification Ne
1 /20 7-State Tax (Rate) dated 13.10.2007. In case of an inter-Stase supply, HGST shall be levied as the rate of 3% on e
sajd iaxable supphy in berms af Notification No. B/2MN7-Integrabed Tex (Rate) dated 28063017, a5 amendded by
Motification Mo, 39 301 7- Integrated Tax [Fate) dated 13.10.1017.

13, CONTENTION - AS PER THE CONCERNED OFFICER

The submission, as reprexiuced verbatiom, could be ssen thus-
Submission in case of Crown Beers India Pet Lid

8/, Crown Beer India Pyt Itd is registered under GST Act with GSTIN ZZAACCCS4001L5. The deaber
has applied under Advance Ruling for claritication tn respect of the following questions

1) The applicant incurs to the FIL a fived fee and costs specified in Schedule 11 to the agreement as a
consideration for supply of products. Supply of products, being in the nature of alcoholic ligyuor for human
consumption is excluded from the ambit of Central Goods and Services Tax Act, 2017 (OGST Act) /
Maharashtra Goods and Services Tax Act, 2017 {MGST Act)/ Integrated Goods and Services Tax Act, 2017
["IGST Act’). Whether Central Geods and Services Tax Act, 207 (heretnafter referred as 'CESTY) under
section 9(1) of the CGST Act) Maharashira Geods asd Services Tax ihereinafier referred as MGST) under
section 9(1) of the MGST Act / Integrated Geods and Services Tax (hereinafter referred as "GEETY under
section 5(1) of the IGST Act can be lkevied on the above menticned consideration paid for supply of alcoholic
liguor for human consamption?

) Without prejudice to the submissions made dsewhere, if the supply of Beer is held to be a sorvice by

_way of job work in relation Lo Beer, what shall be the rate of CGST/UTGST /1GST thet shall be levied on

R gL

{_,.‘_:F.’. o ratEsald xable supply?
St eerin fHis Chpmection, |am submitting my submission as under:

A
ra

\ Beer Indin Pyt Lid hasentered into a Tie-up Agreement with M/s. Privilege Industrios Limited
; PIL undertakes to manufacture the products at its Bottling unlt and perform certain allied

I'-r1"'n-‘L;1

the required raw materials, arranging labour and all other Facilities and inputs, in
ith the standards praseribed under the agresment, for the purpose or manufacturing the
e, Boor,
f r.'lin':nﬂ; physical stock of products in the bottling wnit or in bended or ather warehouses and
Proparation of sales invoices, ensuring timely dispatches and delivery of the products to buyers'
distributors in the territory identified by the M/s. Crown Beer India Pvi Lid.
It means PIL is rendering services in relation to supply of liquor and in consideration PIL gets a fixed fee
as evidence by the agreement submitted by the dealer. As per Section % {1} of CLST Ad, 2017 & MGST Act,
N7 and Soction 5{1) of IGST Act, 2017, supply of alcoholic liquor for human consumption is excluded

4



fram the ambit of levy of CGST/MGST / IGST, Supply of services related to liquor for human consumplion
is pot excluded from the ambit of levy of CGST/MGSTY 1GST which means services rendered by PIL 10
M/ 5 Crown Beer India vt Lid, Are taxable

Hence, the supply of services by PIL to M/s. Crown Beer India Pyt Lid. would fall in the G5T tax-net,
fastening tax burden of 18% {9% CGST + 9% SGST) under Services Tariff lcading No.9997 (Residuary
Entry) of Other Services (washing, cleaning and dyeing services; beauty and physical well-being services;
and other miscellaneous services including services nowhare else classified).

This view is confirmed by the judgment given by The Authority on Advance Rulings Karnataka G5T in
the Advance Ruling no. KAR ADRG 972018 Diated] 29 June, 2018

M. HEARING
The case was taken up for Prefiminary hearing on dt. 2507 2018 with respect to admission of

rejection of present application when Sh Tarun Gulati, Advocate along with Sh. Vasu Nigam . Advocate
and Sh. Ashish Jain, Senior Manager Tax appeared and contented for admission of application as per
submisclons made in thair ARA. Jurisdictonal Officer, Ms, Sheetal Gajane, State Tax Officer (C-704),
Modal Division - 7, Mumbai appeared and stated that they have already made written submissions.

The application was admitted and called for final hearing on 29.08. 2018, Sh. Shanti Mathews
Advocate along with Sh, Vasu Nigam, Advocate and Sh. Sachin Agrawal Consultant appeared and imade
aral and written submissions. Jurisdictional Officer, Ms. Sheetal Gajane, State Tax Officer (C-704), Nodal
Division - 7, Mumbai appeared and stated that they have already made written submssions.

5. OBSERVATIONS
We have gone through the facts of the case, documents on record and submissions made

by the applicant. The submissions made have been reproduced verbatim.
The first question raised by the applicant is as follows:-

“The applicant incurs to the PIL a fixed fec aml costs apecificd in Scheduie IT to the Agreenentl a5 4

comsideration forsupply of Products. Supply of Products, being (n the nature of alcoholic Hpuor for human

congumtption, 1s exclwded from the anbic of Central Gooeds and Services Tex Ack, 2017 (OGST Act) /

Makbarashtra Goods and Service Tax Aet, 2007 (MGST Act') / Integrated Goods and Serice Tax Act, 2007

("IGST Act'), Wihether Contral Goods and Services Tax (hereinafter veforved fo as the "CGET') under Section

W1} of the CGST Act/ Maharashtea Goods and Service Tax Uheremafter referred to as the “MGST') unaer
= ,&{{ﬂmj of the MGST Act / Integrated GCoods and Service Tax (hereinafter referved to as the 'TG5T)
.-‘”‘ - umi_eﬁ 51‘;‘]'::::: 5 (1) of the IGST Act cam be levied on the above mentioned consideration paid fur supply of

o _r._:fm.lm."h: .I't.-:r{gr,l’ur Irnmrenn conRganpiion?
..._-.'I. &L II =T

Wi\‘h respect to the costs incurred by the applicant, we find that the ‘costs’ are paid by the applicant
=fer PIL ns'.la consideration for purchasing the required materials, arranging labour and all ather facilities

'i!-i_i""" -u..iﬂd"]'ﬂ],'ﬂ..ll;:-_h'p' FIL on behalf of the applicant, so that as per the agreement entered into by them FIL would
?F"q' 2 lanufacture, package and supply beer (Products), as specified under the Agreement. The applicant
has entered into an agreement for brewing/ manufacturing, packaging and supplying beer only because
PIL has surplus manufacturing and licensed capacity at ifts bottling unit. As per the agreement the

applicant would pay to PIL such costs for purchasing the goods mentioned above and thenefore they are

1



effectively their own goods. [In fact the agreement mentions that PIL shall maintain in force, at all times
during the term of the Agreement, full and complete insurance cover for Products, raw materials and
ingredients used in the Manufacture of Products and work in process in relation thereto by nominating
Crown as the beneficiary, The cost of such insurance is also paid by the applicant. Since the applicant is
paying costs to PIL for purchase of the said goods, there is no supply rendered by them o each other since
as per the definition of supply of services. In the GST Law. the taxable event would be SUPPLY. Hence it
i the most important part of the G5T law, as it will determine the taxability or otherwise under the GST
law, The definition of Supply in the CGST Act, is an inclusive one. It i confained in Section 7 of the CG5T
Act. Apart from Section 7, Schedules | to (1l are provided which explain varicus provisions related to

supply.

sl inclides all fornes of sepply of goods anddor services siech as sale, bransfer, barler, exchange,
license, rental, lease or disposal mads or agreed to be made for a considevation by a person in the course
or furtherance of business.

From the transaction between the applicant and PIL. it is clear that in respect of the ‘costs” paid
and received thers s no supply cligmis,-"ﬁ:ruca in the form of sale, tramsfer, barter, exchange; et and
therefore there 18 no requirement to pay GST on such costs paid by the applicant to PIL

However in respect of the “fixed costs’ paid by the applicant to PIL, it is very clear that the said
fixed costs are paid to PIL because they are providing job work services to the applicant. In this matier of
payment of fixed costs there s a supply of service by PIL to the applicant in the form of
brewing/ manufacturing, packaging and supplying beer For these services rendered  there iz a
consideration which flows from the applicant to PIL in the form of “ficed costs’. The entire services
rendered by PIL and the consideration paid by the applicant for receiving such services is in the course of
furtherance on business of both, the applicant and PIL. Hence this amaount is liable to tax under the GST
Laws and such tax is payable by the supplier of service ie. PIL.

Mow we examine the gecond question raised by the applicant which is as follows:-

“Without prejudice fo the sulmissions made elsenhere, if the supply of Beer is ield to be a service by way
af job work in relation to Beer, what shall be the rite of CGSTAUTGSTAGST that shall be levied i the
_aatd taxalle supply?™

er-h reg_an:[ to this question we may mention that supply of beer as such is not a service. What is service
1:,: the entire gamut of hrcwmg,l"rnnhufﬂﬂunng. puu:l:.uE;mE and supplying beor I:r:.r FIL to the

gl

i5 & service provided by PIL that is required bo be taxed.

0s. In view of the extensive deliberations as held hereinabove, we pass an order as follows:



ORDER

{Under section 98 of the Central Goods and Services Tax Act, 2017 and the Maharashira Goods and
Services Tax Act, 20017)

NO.GST-ARA-3YZ0I8-19B- |3 Mumbaldi 4 |9 2018

For reasons as discussed in the body of the order, the guestions are answered thus -

Ouestion 1.- The applicant incurs to the PIL a fixed fee and costs specified in Schedule 11 to the
Agreement as a consideration for supply of Products. Supply of Products, befrg in the
mature of alechelic lguor for human consumphion, 8 exclued [fronm thwe -ambit of Central
Goads and Sermices Tex Act, 2007 ('CGST Act)/ Maharashire Goods and Service Tax Acl,
2017 (MGST Act') / Integrated Goods amd Service Tax Act, 2017 ('IGST Act'). Whether
Central Goods and Services Tax (hereinafter referred toas the 'CGST') under Section 8(1) of
Hee CGST Act / Maherashira Goods mnd Seroice Tax (hereinafter referred to as te *MGST')
wrder Section 91} of the MGST Act / Integrated Goods and Servrce Tax (hereinafler rieferred
to as the 'IGST' ) under Section 5 (1) of the 1GST Act can be levied on Hie above meenbtioned
considerabion paid for supply of elcohalic lguor for faman consimption !

Ansuer - Inview of the above discussions, e taxes have bo be dischirged by PIL o the fixed foe recetved

and Hot on coske rereioed.

Question 2. Without prejudice ta e submissions nmde elsemhere, if the supply of Beer is held b be a
service by way of job work fn relation te Beer, what shall be Bhe rate af CGETAITGETALST
tHant shall be fevied on the said fooable supply?

Anster - In view of the discussions made above, supply of beer per se 15 nob fazable trder GST. What is
taxable in the subject cuse is the job work which is @ service proveded by FIL to the applicant,

B S
PANKA] KUMAR
{MEMBER)

- CERTIFIED TRUE COPY |

1. The applicant
2, The concerned Central / State officer
3 The Commissioner of State Tax, Maharashira State, Mumbai

4. The Jurisdictional Commissioner of Central Tax. MBER
5, Joint commissioner of State tax , Mahavikas for Website.  arpamcE RULING .-‘-.Lm'“.'.'ﬂm

VAHARASHTRA STATE, MUMBAI

Mote ;- An Appeal against this advance ruling order shall be made before The Maharashtra Appellate
Authority for Advance Rullng for Goosds and Services Tax, 15 floor, Air India building, Nariman Point,

Mumbal — 400021,



