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M/s. Khandelwal Extractions Ltd.

Appellate Authority for Advance Ruling — Uttar Pradesh

Order No. 04/AAAR/18/3/2019 dated 18/3/2019

Q Questions Before the Authority

= Whether Mahua De-oiled cake/ De-oiled Rice Bran being used as an ingredient of Cattle Feed, Poultry Feed
and other animal feeds and is 'Waste generated' during the Solvent Extraction process?

= Whether the applicant is eligible to get entire tax input credit of GST paid on purchase of Mahua Oil Cake/Rice
Bran Oil cake used in the manufacture of solvent extracted oil?

F | Facts

The applicant is engaged in the solvent extraction process, which results in the production of oil and de-oiled
cakes. The applicant contended that the de-oiled cakes are unintended waste generated during the
manufacturing process and sought to claim full input tax credit on the raw materials used. The Appellate Authority
reviewed the matter following a High Court direction to decide the appeal afresh.

H Ruling

Input tax credit for de-oiled rice bran Reversal required Attributable to exempted supply under Section 17(2) of the
cake CGST Act 2017

GST on supply of de-oiled mahua GST @ 5% Allows input tax credit under Section 16 of the CGST Act
cake 2017

The Authority held that the de-oiled cakes are not waste but are marketable products generated during the
intended manufacturing process. Consequently, the applicant must reverse the input tax credit attributable to the
supply of exempted goods, specifically de-oiled rice bran cake, while GST is payable on the supply of de-oiled
mahua cake.

R Reasoning

The Authority determined that de-oiled cakes are commercially viable products rather than unintended waste,
as they undergo specific processing, testing, and packaging. Relying on the Supreme Court decision in State of
Karnataka vs. M.K. Agro Tech (P) Ltd., it concluded that the sale of these items constitutes a taxable supply .
Therefore, the provisions of Section 17(2) of the CGST Act 2017 apply to the exempted supply of de-oiled rice
bran cake. Furthermore, the Authority classified de-oiled mahua cake under heading 2306 of the Customs Tariff
Act, making it subject to 5% GST.

P | Provisions Relied On
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Section 17(2) of the CGST Act 2017 Section 16 of the CGST Act 2017
Section 2(92) of the CGST Act 2017 Section 3 of the CGST Act 2017
Notification No. 07/2018-CT(R) Notification No. 01/2017 Central Tax (rate)

I For the Practitioner

This ruling clarifies that de-oiled cakes produced during solvent extraction are marketable products and not
waste, thereby attracting GST and triggering input tax credit reversal obligations. It serves as a precedent for
manufacturers to classify such by-products as taxable supplies rather than exempt waste. Practitioners should
note that the specific tax treatment depends on the classification of the cake under the relevant tariff headings.

Source

Summary prepared from the published order, which is a scanned document. It is a reading aid and not the authority: where the
two differ, the order governs. Verify every provision against the original before relying on it.

Original order: www.gstcouncil.gov.in _-> up_aaar_04 2018-19 18.03.2019 kel.pdf
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