MAHARASHTRA AUTHORITY FOR ADVANCE RULING
{constituted under section 9 of the Maharashtra Goods and Services Tax Act, 2017)

BEFORE THE BENCH OF

{1} Shri B. V. Borhade, Joint Commissioner of State Tax, (Member)
{2) Shri B. Timothy , Addl.Commissioner of Central Tax, [Mﬂmhm‘:l

| GETIN Mumber, if any/ User-id ITH.M'E.‘-‘I"..‘:Q&FHIEI
Legal Name of Applicant ALLIED BELENDERS AND DISTILLERE PRIVATE
- | LIMITED i |
Registered Address fAddress provided | 394/C, Lamington Chambers, Lamingion Road,
while obtaining user id Mumbai - 400 DO,
Details of application ZST-ARA, Application Mo, 67 Dated 10.08. 2018
Concerned officer DIVISION [ BANGE 1 MUMEBA]T CENTRAL

Mature of activity(s] (proposed [ |
pregent) in respect of which advance

ruling sought ——
A Category | Factory/Manufacturing
B Description {in brief] | Arrangement between Brand Owner Mpphcam} and
| Contrsct Bottlmg Unidt for manufacture of aleoholic
|:.|| b & o ﬂ_ﬂqi

{ssue /s on which advance ruling | (v] determination of the lability to pay tax on any
reguired | goncds of services or both {

Question|s| on which advance ruling & | As reproduced in para @1 of the Proceedings bebow), |
required

PROCEEDINGS

{under section 98 of the Central Goods and Services Tax Act, 2017 and the
Maharashtra Goods and SBervices Tax Act, 2017)

The present application has been filed under section 97 of the Central Goods and
Services Tax Act, 2017 and the Maharashtra Goods and Services Tax Act, 2017
|hereinafter referred to as "the CGST Act and MGST Arct respectively”] by ALLIED

Unit by way of bottling charges, or, alternatively, whether the Contract Bottling Unit is
paying consideration to the Applicant by way of brand owner surplus?

AL the outset, we would like to make it clear that the provisions of both the CGST
Act and the MGST Act are the same except for certain provisions. Therefore, unless a
mention is specifically made to such disaimilar provisions, a reference to the COET Act
would alsa mean a reference to the same provision under the MGST Act. Further to the
earlier, henceforth for the purposes of this Advance Ruling, a reference to such a similar
provision under the CGST Act / MGST Act would be mentioned as being under the "GST
Aet®,
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FACTS AND CONTENTION = AS PER THE APPLICANT
The submissions, as reproduced verbatim, could be seen thus-

STATEMENT OF THE RELEVANT FACTS HAVING A BEARING ON THE QUESTIONS AS
PROVIDED IN ANNEXURE 1
The following are the relevant facts in the context of the present ruling sought:
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Allied Blenders and Distillers Pvr Lid. ('ABD" / "Applicant’} has its GS1 registared premises at
394/C, Lamington Chambers, Lamington Reacd, Mumbal - 400 004, The Applicants are duly
registered with the GST department, holding Kegistration No. ZFAAACYISEKTLX.
The Applicant, also knawn tn the irdustry a5 a Bram] Owier (B0, 5 the holder of varieus
registered brands in relation to Indian Made Foreign Liquor {"IMFL"). A5 the owner of the spid
IMFL brands, no one other than the Applicant has the ability to exploit the brands, including by
way of sale of IMFL under those brands. At the same time, the Stabe Exclse laws mandate that the
manufacture and sale of IMFL, as well as the proecurement of Extra Meutral Aleohol ("ENAT)
required for the manufacture of IMFL, can only be undertaken by parties, whe have been duly
licemsexd by the State Excise suthorities
In order to the meet the requirciments ander the Stabe Excise laws, the Applicant app-mithﬁ
various Contracting Bottling Units ["CEUS%) who hold the roquisite liconces under the State Excise
laws to source the ENA and carry out the manufacture and bottling of the IMFL. The Applicant
enlers into contractual arrangements with the CBUs, under which the CBUs undestake the
manufecture of the IMFL for the Applicant, in roturn tor the payment of bottling charges { s
certain agreed upon reimbursements, such as taxes and expenses). To enable the manufachiring
of IMFL under the Applicant's brands, the Applicant permits the CBL to aftix the labels el an the
finished products and packaging. Furthermore, in certain States. the sale of alcoholic beveragos
can only take place through a State-ownod corporabon: accordingly, the CBUs deliver the goods
to the relevant State Corporation or other buyer as per the directions of the Applicant The sale
price for the goods so delivensd is typically received by the Applicant from the State Corporation
or other buyver.

The Applicant enters into the aforesaid contractual arrangements with the CBUs ona strictly nin-

axclusive basis. In fact, in order to fully exploit its brand, the Applicant simultaneously enters into

multiple such arrangements with various CBUs. The Applicant is also at liberty to terminate the
arrangement with any CELU. Upon such termination, all the raw materials, packing materials,
finished goods, scrap, ete. which are financed by the Applicant are to be handed over lo the

Applicant, and the CBU is obligated to immediately cense and desist from using the brands of the

Applicant associated with the IMFL products which were being manufactured. '

The terms and conditions of all such arrangements between the Applicant (a5 the Brand Owner)

and the CBU are the same, and for the purposes of this Application, the Applicant draws reference

i -gam.ple- Agreemcntr. for Tiq‘:-L."FI- bManufacture of IMEL [("Manutacturing ﬁg}'ﬂ&i‘l‘ll!':l’ll'} with

arious CBUs {S.P.Y. Agro Indusiries Lid., Unistil Alcoblends Pyt Lid,, Devicolam Distilleries Ltd,

nd Hi-Tech Boitling Pyt Ltd, United Brothers Distilleries Mvil Lid., Chandigarh Distillers &

Bottlers Litd.), which are altached herewith as Exhibil-A The salient features of the =said

arrangement are set out balow:

« The CBL will [-:,-Pic.ﬂ_|j}- have a Latber of Intent issusd in BS favour for setting up A hull:llﬂg unit at

the relevant locabion,

» Every CBU is contractually mandated to have adequate capacity to bottie the deslred quantity
of IMFL, and, have available the necessary Facilitation of blending, bottling, and stomge
facilities, manpower and other infrastructure,

» The agreements in question are on a principal-to-principal basis.

+ The bottling activities are to be undertaken on a non-esclusive basis

+ The BO has rights to either directly arrange, or, recommend supplicrs for the  procurement
of all raw materlals and packing materials.

» The price at which materials are to be procured is fixed by the BO (sample rate approvals are
enclosed as Exhibit-15);

¢ All unusable or damaged materials pertaining to the manufscturing operations are to be
handed over by the CBU to the BO. |

- The packing materials (bottles, labels, caps, seals, puler carions, etc.] are to be procured from
sources identlFiad by the HOL.

« The risk, property and interest in the manufactured product passes from the CBU to the BO
upan delivery of the produet to the carries nominated by the BOL




# The price at which the CBU s b0 osell and deliver the manufactured products is as per the
directons of the BO (sample rale approvals are atlached herewith as Exhibit-C)

» The entities to whom sales of the manufactured products are to be made are also identified by
the B O,

= The B has the discretion to directly make payments for the raw materials, packing materiala,
transportation and paymwent of varisus baves/ fees,

s The gale price of the goods s mecsived by the BOY,

= The consideration payable to the CHU is in the nature of bottling charges which are fixed o a
per month case basis, and not the sale price of the manufactured products [sample comparison
of the per case sale price vis=3=vis the per case bottling charges paid to the CBU are attached
herewith as Exhibit-1D),

# The total working capital as required by the CBU for its corresponding manufacturing operations
is b be arranped by the BO either directly or throwgh some mshitutional finance,

» In respect of any wastage which occurs, the disposal of such wastage is fo be done only at the
rates approved by the BO and all amounts so recovered are to be credited to the BO.

¢ On termination of any bottling arrangement, all the raw materials, packing materials, finished
goods, scrap, ebe which are financed by the BO are o be handed over to the BO,

» Upon termination, the CBU i3 obligated to immediately cease and desist from using fhe
trademarks of the BO associated with the products manufactured.

* The CBU is obligated fo create a hypothecation/ lien in favour of the BO for both the market
receivables and the goods (including raw materials, packing materials, finished goods, ete.) in
respect of such materlals which are either directly paid for by the B0 or covered by the
working capital financed by the BO {sample copies of signs affived at the premises of the CEU
affirening the h:.l]:hnthﬁa’ri:w' lien in favour of the Applicant are attached herewith as Exhibit-
E).

# The CBU does not have any lien nor can it create any chacge on any of the raw materials,
packing materials or peoducts of the BO. IF so required by the BOY, the CBU s obligated to
issue a "no lien certificate” which (s (o be endorsed to the bankers of the BO (sample copies
of the sald certificate are attached herewith as Exhibit-F),

¢ Insurance In respect of the manufactured goods are obtained by the Applicant in its own
name (sample copies of insurance policy are attached herewith as Exhibit-Gj;

- _.l|,_-|-|:|r claims .;-Iai;n; Fros the aforesaid insurance omn the manufactured gn:uuds are also received
by the hPP[iranb, and not by the CBUS {sample copy of a claim payment 15 attached harewith

iy, 08 Exhibil-H);

1!].* he entire manufacturing activity by the CBL (s carried out under the supervision of the

_'p-'pli::a!'ll:, and, for this purpose, the A Ppliﬂl'll‘ deputes Fived personmel tothe premises of the

IBU {sample details of personnel deputed to the CEUS manufacturing premises are attached

srewith as FExhibit«1);

& The agreement mandates that the CBU and the BO are neither agents nor representatives of

e other.

2 CBU cannot claim any compensation related to the termination of the Manufacturing

Agreament.

» Any customer disputes claims raised in respect of the IMFL manufactured are raised directly
em the Applicant, and not on the CHUS {sample copy of customer claim is attached herewith
as Exhibit-]}.

= Any issues in relation to strength or quality of the IMFL manulactured are raised by the State
Corporationy State Excise authorities directly with the Applicant, and not with the CEU
{sample copy of notice issued by the State Exclse suthorities to the Applicant pertaining to
the strength of the IMFL manufactured is attached herewith as Exhibit-K).

f, As stated hereinabove, under the arrangement belween the Applicant and the CBUS, [ lerms of

the clause on Conalderation, the CBLU is remunesated in the fommn of bottling charges per case of

IMFL manufactured, In this regard, sample invoicesy’ debit notes raised by the CHUs on the

Applicant for the manufacturing and botlling charges are attached herewith as Exhibit L.

In terms of the flow of funds, the sale price of the IMEL is recoived directly by the Applicant

Froom the Stake CI:H'Fnral:iun or other buyer (in a fow cases, they money is recelved by the CEBL=s

but is me.-qd]ﬂl-;'lr auto-tramsferred to the ﬁ}rplic;m! vide ;I:.:lm:linE; instruchons of althamisa),

The Applicant then makes payment of the battling charges and agreed upon reim bursements

(such as for taxes) to the CBUs, The Applicant alsn makes payment directly to the raw material

suppliers, The amount left with the Applicant (Le. Brand Chwner) after making all of the
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aforesaid payments is known as the Brand Owner's surplus/ profit. The said flow of payments
is also duly reflected in the accounting treatment in the Applicant's beoks of accounts. A brief
description of the said aceounting treatment is attached herewith as Exhibit M.
STATEMENT CONTAINING APPLICANTS INTERPRETATION OF LAW IN RESPFECT OF THE
QUESTIONS RAISED
Statement containing the applicant's interpretation of law andfor facts, as the case may be, In re&pect:ul'
the aforesaid question|s)
I. RELEY ANT PROVISIONS OF THE G5I LAW
i The charging provision under the Central Goods and Services Tax Act, 2017 (CGST Act). viz
Section %, stipulates that 2 supply of goods and/ or services will be liable to G5T, The relevant
provisions are reproduced below for case of reference;
S l'.i::l],r s codfechmr |
(1) Bechyec] B the proqisians af snbogection {2), M sluell e levied a tex called the copbral gomis and servibes
tax gor all witra-Shale supplics of gonds or servdees ar bl eveepd on Hie supply oF aleololic Wgeor for Toenien
consmption, e B owltue determifredd ander section 15 anel of such rebes, mab exceeding bovety per cent.,
as ity e modified by tive Gooermment o the secommmendatious of the Conncil and coffected fn sech manger
as may be preseribed and shall be poid by e froebie peesor
7. Scope of supply (1) For e purposes of Us Act, the exprossion “supply® mcludes (a) all forms of supply
af gonds or seroices or both swel as sale, Inasfer, loeter, exchonge, Soenor, rental, lease o desposal mudear
ngreed o be marde for @ considermhion by o grrson an e conrse or Birtherance of hisiness
1. Defimitions In this Act, wnless the comfext adheriise regrires, -
(32 "popds” miean s every kivad of sooeble propertyoller thires proney dnd seciendivs Bt iecliedes actionrdle
claim, groawing crops, grass amd Miiugs atbocled te or fermang part of e Tord wivich wre ngreed Fo be sevened
hefore sieppdy oF wnder o conbrvet of sepmy
(102) "services" means auything other than geods, moner and securilies but dnclwides pelivities
relating to the wse of money or (ts conversion by casl or by gy other prode, from one fon,
curreitcy OF denopination, to enother form, coreocr oF depaiination for which a sepansle
comsiderabion is chsrged
I terms of Notification Mo, 11/ 2007-Central Tax (Rate] deted 28062007 read with the Annexyre
ihereto, the various services Lable tv G571 include "Manufacturing services on physical il‘qﬁlls-
fpoods) owned by others’ as well as Other manefacturing services’ (Heading 9988}, Undor this
’ ]Ezudan, the activity of 'job work' {dcf:imd as 'any brealment or process undertaken |:r:.-' @ perssn
Mz "'I?_,-. "“"j‘ o gmds'b-:lnng'ing 3 arvot b .-._-b--ig-h-_-nqj ]_'u_'-r-_-,.un"j is alsa covered. Further, thers is alzo a r-ah.iuaa':,.'
P "I"'"I-;, sentry for 'Other services nowhere else cdassifiod’ (Hoading 9997). |
I, % 2 BAST CLARIFICATIONS AND RULINGS ON THE 155UE

£4
hy ?g‘-,n_ Y2

?‘Pder the ershwhile Indirect Tax regiin, the roapufacture and =ale of MFL was Hable b Sthte

rd

yrise and VAT, This continees ta be the position under GST, as the supply of alcohodic liquor for

'II-‘.":J an consumplion has boan constibationally excluded from the purview of the GST.

%Pl"\, e -l owerer, an issue arsse under the Service Tax provisions as o whether the CBUs were
T J’* iding 2 service to the BOs, or vice versa, so as lo abtract the levy of Service Tax. In this
*‘g?%" \ﬂf regard, the Central Board of Indirect Taxes and Customs ("CRICT "Board®) had clarified vide
two Circulars that under such contract manufscturing arrangements, the CBU is providing
manufacturing services to the BO, bul no services are being provided by the BO to the CBU.
The relevant extracts of the said Clrculars are extracted below for ease of reference:
Circular No. 249/1/2006-C X, 4 dated 2720 2008
Linder such arraegement the BO gets alodhwolie beverages ivaiufaciored by the tcencee / mafactirer, fhe
Intter Tofding Bre regenived Shate Livenoes for st of Ui alvoliolic beverages. (n frade, swch licencees
/ mimrnfacturers are colled the Comdract Botlling Lwits or UlELs, The cost of nnw suatertals Gend in SO
pitses, event caprtal goods) nnd aliwr expenses e eilier pabd by the BO or reinchirsed by the BO. Statilary
iwaries (.0, Stale Excise Diedy) ire also retnthirsad te the OO by the BO. The aleoladic beverages are spld
by or a5 per the directions of e BO awd profit o fes oo accoendi af rneerefircterringy b sile of aloofedli:
Meperages s entirely o soround of B0, who M lalds e progeety, visk and reemrd of Hie products. The
CBLU receives constderation (G0, job clnrges) for mderdekong the swnufacturing activiby on job toerk ks,
Tlheere s pe dopht Had eender saeck an arrapgemend, CHU s v sertia ||'|"|-||-r'|!|:-?' preriding sewmces b fi{al
Cirenlar [, No, 3324 72009 TRE slited 30,70, 2008
4. For the removal of doubts and with a view Lo avoid dispietes on paluotion, it i clarfied thai -
{a) Serpice tay mould be payeble on the bottlingdiol charges, distribution costs and other
redmbwrsitliles,

i




[,

{d) Sivflarly, the surpiasgrofit cnmed by the BOY being g the ity of business profit (arfeich falls anifpp
the proreiew of derect faxes), will seod e churgeable o serooe far
Coples of the aforesaid Circulars are attached herewith as Exhibit-N.
Further, pursuant to a Letter addressed by the Applicant o the jurisdictional Service Tax
Department, it was affirmed vide Letter F.Mo. 51/HQ/PREVIA. 198(2)/ 2008/573 clated
14.12.2009 that the surplus/ profit of the BO is not liable to Service Tax, per the previously issued
Circulars. A copy of the said letter is altached herewith as Exhibit-Ch |
In termis of judicial decisions, in the Applicant’s own.case, as well asin the case of various other
B in the industry operating under similar arrangements (as listed below), the Hon'ble
CESTAT has held that the CBU is providing services to the BO which are taxable andfor that
no service is rendered by the BO o the CBU.,
* BDA Put. Lid. vs. CCE, Meaerd (2013 (#0y STR 352 (Tri-l%el] affirared in Conmissioner vs. BDA Ppt.
Lid [2me 420 ST.R 43 (5.CH
» Byredivg Khurban Lid. oo, OST, Dol (2006 ¢44) ETE 133 {Tr-Del)]
* Shol Bresnerics LiE vs. COESST, Aurraiegifud [2014 (353 5T 570 (Tn-Mun))
Copies of the aforesald rulings are attached herewith as Exhibil-P.
[NTERPRETATION OF LAW ANDIOR FACTS FER THE APPLICANT
Under the GST, any 'supply’ of 'gonds’ or 'services' is liable to tax. It therefore requires to be
examined whether, in terms of the charging and related provisions under the CGST Act, the
transaclions under the contractual arrangements between the BOs and the CBUs constitute a
supply of geods and/or services.
It is wall settled that the determination of the taxability of a given transsction is 1o be carried gut
on the basis of its true commercial nature (Ual vs, Playworld Electronics Pyt Lad [1989 (41) ELT
68 (SCY). Al the outset, in the present context, (L s o be oppreciated that the aforesaid contrachaal
arrangement between the Applicant and the CBLs hits volvis] as & eesult of the intersection of;i)
the commercial requirements of the Applicant (Lo Lo oxploit the Brands under its ownership
through the manufacture and sale IMPEL under Lhese brands|; and (i} the licensing requirements
under the State Excise laws (viz that only a licence holder can sowrce the ENA for such
manufactare, carry oul the manufacture of the IMFL, and sell the alcoholic beverages). 1t s for the
latter reason that the procursment of the raw materials. manufactute and sale of the IMFL are
carried out by the CBUs who holds the necessary lieences. However, the entirety of the supervision
anvd control of various aspects (including the designaticn of the seurces of row materials, payment
¢ the said raw materials, every stage of the process of manufacture, determination price for sale
IMFL and identification of the buyers of the IMEL] rests with the Applicant. Under no
cumstances can the CBU seurce inpuls from a vemdor who has not been approved by the
giolicant, nor manufacture the IMEL contrary to the specifcations sUp ulated by the Applicant,
T sell the manufactured IMEL toa buyer who his oot been approved by the Applicant or sell at
jce which is lesser or greater than the exact price approved by the Applicant, nor refain any
peds from the buyer (in ¢xcess of the bottling charges and reimbursements) in any manner,
Accordingly, the entire basis and retionale for the Applicant entering into & Manufacturing
Agreement with the CBUs is to emable the Applicant [as the owner of the brands) to fully
commercially expleit his rights mn relation to the brands, th reugh the production and distribution
of IMFL urwler those brands. 1t is for this reascn thal the Applicant approaches the CBUs and
negotintes the terms of the Manufechuring Agrecmaenl famad not wice versal, 03 well as determines
the remuneration (in terms of the bottling charge on a per case basis) which it is willing to payi b
the COU, Tt is also :I-i.ﬁl'l-iﬁl.‘-ﬂhl‘. that the Applicant enfers il the aforesaid contractual arrangements
with the CBUs on g strictly non-exclusive basis. In Tat, in order to Fully exploit its brand, the
Applicant simultaneously enters info multiple such arrangements with various CBUs. The
Applicant is also at liberty bo torminate the arcangement with any CBU. Upon such lermination,
all the caw malerials, packing makerials, finished goods, scrap, ot which are financed by the
Applicant are to be handed over to the Applicant, and (he CBL is obligated to immed [ately cease
and desist from uging the brands of the Applicant associated with the IMFL products which
were being manufactured,
Accardingly, the true commercial nature of the arrangement & one in which the CBU provides
manufacturing services to the Applicant, and s remuncrated in the form of bottling charges. Bs
sich as the Applicant are clearly mot service providers 1o the CBEU, but dre entreprencars seeking
trr exploit the brands under their ownership, viz, iheaeh ihe sale of IMFPL bearing their brands, In
the course of exploiting the brands, the BOS incur various expenses, imcluding the bottling charjpes
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paid to the CBUs, and the balance amounts retained by them represent theirearnings)/ profit from
the entrepreneurial venture,
Furthermore, from a perusal of the various festures of the Manufacturing Agreement as well; it
is clear that the true nature of the arvangement is for the manufactuce and bottling of alcohalic
beverages by the CBUs for and on aceount of the Applicant. In particular, the Following features
of the arrangement lead to the conclusion that the CEUs are manufacthuring IMFL for the
Applicant (in addition to the various other fratwres set out at paragraph 3 of the Statement of
Facts at Annexure Bj:
* The total working capital requiced by the TBU s (o be armanged by the BO;
. Al raw materials, packing materials, ete. can either directly be procured by the BO or can
only be procured from sources identified by the BO;
A hy p:!-l:hetnt.'il.ln et leen n faveur of the B0 Qs to be crented in relation to market
receivables and the goods (raw materials, packing materials, finished goods, ebe);
= (jua scTap, it can |;||-|J1_.- b sl e af e rales pr’mpprnvmﬂ l'-].' the BO and amy amount feal bzed
is to be eredited to the BO; On o kermvination of the agreement, all finished goods, raw
makerials, packing matorials, ete. financed or paid for by the BO are to be handed over to the
B0 witheut receiving any charge or comsideration for such handowver; Most significantly,
instead of being paid the sale price (as would have been expected if the goods were owned
by the CBU), there is a payment of a bottling charge which in its true nature is a payment
towards the bottling services rendered by the UBLU; All aspects of the transaction, extending
from sourcing to manufacture to distribution are caried eut under the close monitoring,
supervision and express approval of the Applicant; All the proceeds of the sale are owing to
the Applicant, per the arrangement with the CBL, and are etther directly received by the
Applicant from the buyer of the IMLF, or if received in the firsl instance In the account of the
CBU, auto-transferred to the account of the Applicant.
In essence, the CBU 15 carrving out the manufacture and bottitng of IMEL to meet the requirements
of the Applicant {as the Applicant does not bold the reguisile licences under the State Excise laws).
in return for the copsideration of bottling charges alomg with certain reimbursements as agreed
upon. There is evidently a supply of service by the CBLI i the Applicant, in retum for considerataon
{i.e. the bottling charges) paid by the Applicant to the IMEL. Concomitantly, there is no supplyaf
service by the Applicant ti the CHL which cam bo broushit B tax, The provision of the specliications
by the Applicant, a5 well as permitting the CBUSs to affix the Applicant's brand on the products is

B evidently merely to enable the marufactune of the EsEPL per the commercial requirements of the

e Applicant, which cannot in any nanner be treated is o supply of service by the Applicant to the
L CBUs. Any such position would result in the absurdity that in every transaction of job waork or
|cintracting manufacturing, there would be a supply of service by the party placing an order for
II1_|3;¢ manufm:l.uref Ffﬂf{ﬁinﬂ af Eﬂ.ndsl b Hhe Purl:_lr' ream i lactu HI\E pm:r::inﬁ thaas E,'l:lﬂd g,
{ Maogcover, in terms of Section ¥ of the OGST Act, the requirements of a supply liable to ST are:
-{T ds or services or both; [i1) made for a consideratinn; {iii) by a person: (iv) in the conrse or
herance of business. Fven if the provision of the specifications by the Applicant and
rmitting the CBLs to affix the Applicant’s brand on the products can be seen as a supply of
service by a person (i.e. the Applicant), In the course of furtherance of the business of
marufacture and distribution of IMFL under the Applicant's brand name, there is still a
requirement that there must be a consideration payable for the said supply of service. However,
under the contractual arrangement between the Applicant and the CBUs, there is no such
contemplation of any consideration whalsoever, In fact, all payments are received by the
Applicant from the buyers [either directly or via auto-transfer from the CBUs) towards the
supply of the IMFL. There are no payments made by the CHUs to the Applicant, only payment
by the Applicant to the CBUs in the form of the boltling charges and reimbursements (which are
for the manufacturing services). Accordingly, on this basis as well (viz. absence of
consideration), there cannot be said to be a supply by the Applicant to the CBUS which Is liable
o G5T.
The aforesaid position (i.e. that there [s no service being rendered by BOs such as the Applicant,
to the CEUs), is also well established in terms of the past Circulars and rulings under theo
erstwhile Service Tax regime, which are referred to hercipabove sl paragraphs & bo B IR is
submitted that there has been no rhunga‘: in the contractual arrangeti fla inll}'ﬁﬂd in the shid
Circulars and rulings under the cestwhile regime, aind Lhe conclusion neached by the Board and
the Courty! Tribunals on the true commercial nature of the sald arangements (viz. that the CBU
is rendering a service to the BO, and not vice versa) continues to hold good under the GST.
Furthermore, it 1s alsn submitied thal there has been no material change in the provisions

fi



between the erstwhile Service Tax regime and the current GST regime which would necessitate
a change in the position on lssue. In fact, manufacturing services carried out for or on account of
another party {whether on the inputs of another or othetrwise) continue to be taxable under
Heading 9988, and in any event, services nowhere elscwhere classifled are also covered under
Heading 9997, '
Additional submissions on13.12.2(0N4
WEITTEN SUBMISSIONS

. At the outset, the Applicant would like to thank the [ion'ble AAR for a patient opportunity |of
hearing on 28.11.2018. Further to the said personal hearing, the Applicant is placing the following
Written Submissions on record, summarizing the contentlons made during the said hearing

BRIEF BACKGROUND FACTS:

i M5 Allied Blenader and Distllers Pvl. Lid: ("Applicant”) is the Brand Cramer ["BOY) of various
brands in relation to the manufacture and salc of alcoholic beverages. The Applicant, in order fo
exploit the brards owned by it approaches Conlract Botiling Units {"CBUs"} in various States, in
wrder o obtain services of manufactuns, |:|u'|:I'J:i|:'||:'I arl F.1I.l!..'l\-.il'l|."| of akcoholic ba:tra:#agms-

3. The Applicant and the CBU then enber indo an Agroement, in teemis of which the CBU undertakes
the manufackure, bottling ind packing of the alcoholic beverages, in return for a fixed Bottling iFE'l:'
paid by the Applicant, |

4q The TBL sells the aleshalic I'_'H_'\"l..'l_'\'r'.c'|$|._'\-5 jeither b a Statg Corporation or to a privake hu].'-EI:'}I urvder the
instructions of the Applicant, and at the price fixed by the Applicant. The sala price of the alcobiolic
beverages is recaived by the Applicant, out of which the Rottling Fea and other reimbursements are
paid o the CHU. The balance amount (s retained by the A pplicant as its surplus/ profit

ISSUE INVOLVED:

5 In the above hackground, the issue referred 1o this Hon'ble AAR 8 whether the aforementicned
surplus/ profitearned by the Applicant as the Brand Owrer is liable o GST.

LECGAL SURMISSIONS:

f The Applicant submits that there & no supply of service by the Applicant to the CBUs for the
following reasons.

e The true commercial nature of the lransaction can be determined by an examination of critigal
factors. such as who engages whom, whe pavs whom amd who can terminate the agreement. In
terms of these factors, it reguires to be seen who the service recipient is, amd who the servire
provider is. Accordingly, there may be two types of arrangements between the Brand Owner and

In the first tvpe of arrangement, the CBU approaches the Brand Owner seeking a

licensing of the brand inorder to underla ke mamifacture of alooholic beverages onits own

account. In return, the CBU makes paymont te the Brand Owner for the licensing of the
beand. In such a case, the Brand Ownoer is providing brand leensing service to the CBLUL

In the second type of arrangement, the Brand Owner approaches and engages the CBU o

ptain bottling services of alcoholic beverages. The Brand Owner pays a bottling fee to the

CBU. Furthar, the Brand Owmer can tegminate thi servioes of he CBL at any point. In this

case, the CBU 18 providing service to the Brand (wner, by manufacturing and bottling the

alecholic beverages for the Brand Chner.

o Under the erstwhile Service Tax regine, these two cases are specifically discussed by Circulier Ne
J4NTL006-C.X 4 daked 27302008, The said Circular darifies that under the first type jof
arrangement, the Brand Owner was liable to pay Sorvice Tox on the brand licensing fees. Huowever,
under the second type of arrangement (which Is the type of arrangement entered Into by the
present Applicant], it is the CBU who was liable o pay Seevice Tax on the Dottling Fee. (Refer Py.
da0af the Compilimtion Vil 2, Prera 1 oind Friea 2]

s A further clarification in the form of Cirenbr F. Noo B2772003-TRU dated 30102003 was
subsequently issued, which again clarifled that Service Tax was payable on the Bottling Fee earned
by the CBUJ, but not on the surplus/ prodit retainad by the Brand Owrer, {Refer Pg. 352 of flie
Compilitiony Vial, 2, Pare Zr7) ard Porn 4y

e o the present case, the Applicant a3 the Brand Crwrer approaches the CBU to soek out I:I-:lttli'hE_
services, and not viee versa, [n some cases, the Applicant Weminates the CBU and appaoinds a new
CBU. In this :I'I;"Eﬂrd_. sample copies af sucl Tesminallon | etters isswed by the Applicant to certain
CPUs were handed over in the course of the hearng on 28112018, and are alse encinsed [as
AnneoaresA.

= In terms of the Agresment between the Applicant and (he CBU {Refer smuple Agreeiment at Fg. 1af
the Congpilation Vol, 1), the CBU manufactures the Products for the Applicant (Rifer Clanese b of Bae
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smple. Agrevsient). In this regard, the definition of the term “Products” refers to the alcoholic
beverages to be manufactured by the {BU as required/ spocified by the Applicant (Refer Clamse la
of the somple Agreenment), In return, the CBU is paid a Bottling Fee as agreed (Refer Clinese il af the
sumple Agreement). Even the insurance in the raw materials and the final products is taken by the
Applicant and the insurance claims ane pald Lo the Applicant, and not ta the CBU. .

[Refer inswrance clatm payments al Pg. 235 of He Conepitation Vol 2), Accordingly, the risk and reward
in the goods is with the Applicant. |
= The Applicant has also highlighted various other factors (supported by relevant documentation)

which indicate that the nature of the arrangenient is ane in which the CBU provides services o
bottling to the Applicant. (Refer Para 5 of Anrexnre B fo the AAR Application)

»  The fact that the manufacture is clearly being carricd oul by the CBL for the Applicant is also clear
fram the fact that the product labels bear the brands of the Applicant as well as state that the sakd
brands are registered fo the Applicant. Separatefy, the labels state that the products are
manufactured by the CEU in questien. [nthis regard, sample copies of product labets were handid
over in the course of the hearing on 28.11.2014, and are also enclosed as Annexure-B, |

s The aforesaid agreements in the Applicant's case, therefone, clearly fall under the second tvpe of
arrangement, wherein the CBU is providing services to the Applicant, and ot vice verja.
Accordingly, the CBUs of the Applicant have always charped and paid Service Tax on the Bottling
Fess, Cureently, the CBUs of the Applicant have been duly charging and paying GST on the
Bottfing Fees (Eefer smmple invoices af Py 325 of the Compilaliger Vot 2), '

# In the Applicant's own case, the jurisdictional Service Tax Commissioner alse confirmed that bo
Service Tax was pavable on the surplus/ profit retained by the Applicant, (Refer Letfer F M.
STAHQUPREVIA, TIR(2A006/5734 duteed T4.12.2009 af Py, 353 of Ut Conrjridution Vo, 2f

&  Further, in the Applicant's own case, 804 Por. Ll vs COF, el (2075 (40 STR 352 (Tri-Dehi],
the Hon'ble Customs, Excise and Service Tax Appellate Tribunal had held thal the surplus) profit
earnexd by the Applicant was not liable to Service Tax (Refir Pavas 815 of the said Tribumal judgemet
iid P, 355 of the Comgrlition vl 2) In corming Lo ils o lusion, the Tribunal also reled Lo similar
pudgments in Redico Kluttw Lid. vs. C5T, Dol [2076 (44) 51 W 133 (Tri-Ded)] and Skol Broweries Livd,

va. COEEST, Anrnngilved (2004 (351 STR 570 (Tri-Maera}| [Fofer 354 aind 367 of the Compilation Winl,

2). Furthermore, the said Tribunal ruling in the Applicant's cwn case was alzo uphald by the

Hon'ble Eu.l:mme Cowrt In Conmmpssimeer = BOA Dek. Lid |'.2|:|'!I.-l (425 TR M43 (5.0 [Refer bﬁ

363 of lhe Compilation Val. 1},

Mo materlal change has occurred under the GST, which warmants a change from the aforesgid

xing pasition under the erstwhile Service Tax provigiens. Under Section 7 of the CGST Act, 2017,

o taxable event continues to b a supply of seevice by a persen. fora consideration, in the course

Epa hurtherance of business,

i response to A specific query from the Hon'ble AAR, it was also submitted that the brand vahse
W i caflectad in the sale price of the alcohalic beverages, which suffers a levy of State Excise duty and
AT, as the Lagiclature has chosen not fo include alcohwolic beverages under GST. Furthermare,
thers can be a levy of GST only if there Is a supply of goods or services for a consideration. In the
present case, betwesn the Applicant and the C8U, there is a supply of bottling services by the CBU
ta the Applicant, on which GST is duly discharged.

# In tesponse to another query rased by the Hon'ble AAR, [t was submitted that, without prejudice
tn the above, even if there is any deputation of personnel by the Applicant to the CBLU, the same is
withaut any consideration and therefere cannot be lable 1o GST, as "consideration” is a sime quaion
for a taxable supply of service under Section 7 of the CG51 Act, 27,

s Lastly, attention was drawn to the recent ruling of the Karmataka Appellate Authority for Advance
Rulings (" AAAR") in the case of M/s. United Breweries Lid, It was highlighted that in that case, the
arrangement was of the first type, viz. whene the brarad is licensed by the Brand Owner to the €BL.
In return. the Brand Owner was recesving a brand fee of Rs. 5 per case plus reimbursed experises.
tecordingly, a consideration was being paid to the Brand Owner for the grant of & representational
right in relation to the brand. Conseguently. the amounts received by the Brand Owner were not in
the nature of profit [Refer Para 35, 43 of the Karmatake AAAR suling). It was also highlighted that
the ruling nowhere states that both the Brand Owner snd CBU could simultanesusly be suppliers
of service, Either the Brand Owmer can be & supplicr of service, or the CBU can be a supplikr of
service, In that case, it was held by the AAAR, and also accepted by the Brand Owner, that there
Was B service being pmuldad Eu}' the CHLU, amd 0 (51 was hl."iﬂE paid thereon [ Refer P 28 (F the
Kamataka AAAR rueling). The present case s the oxacl opposite, as the CEL Is rendering bottling
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services to the Applicant, and G511 has been duly discharged on the consideration for the services
supplied, viz, the Batting Fee,
FRAYER:
In view of the foregoing, the Applicant prays that this Hon'ble AAR may be pleased to issue a ruling to the
effect that, In terms of the agreements entered into by the Applicant with the CBLs, the aforementigned
surplus/ profit of the Applicant, is nat liable to GST,

03, CONTENTION - AS PER THE CONCERNELD OFFICER
The submission, as reproduced verbatim, could be seen Lhos-

1. In the akcoholic beverages industry, fhe Brand Owners ("BO7) such as M/s Allied Blenders and

Distillers Pvt Lid. hold various reglstered brands in relation to Indian Made Foreign Liquor (“IMFLY),

Such BOs alene have the ability to exploit the brands, incliading by way of manufacture and sale of

IMFL under those brands

At the same time, the State Excise laws mandate that the monufaciure and sale of IMFL, as well as the

procurement of Extra Meutral Alcohol (YEMA") required for the manubacture of IMFL, can only be

undertaken by parties who have been duly licensed by the Stale Excise authorities. While the BOs do
not hold the licenses under the State Excise laws, there are varicus Contracting Bottling Units

(CCRUS™) who hold the requisite licences wnder the Skate Pacise Liws to source the EMNA and carry oot

the manufacture and bottling of the "IMFL,

3 M/s Allied Blenders and Distillers Pyt Litd. approaches the CBUs and enter into contrachal
arrangements under which the CBUs undertake the manu(acture of the IMFL for the BOs, in returm
for the payment of botffing charges (and cerlain agreed upaen reimbursements, such as baxes asd
expenses). To enable the manufacturing of IMEL under the BOY4 brands, the BO as part of the
arrangement permits the CBU to affix the brand labels efc. oo the finished products and packaging,

4. In terms of the sale of the IMFL, in certain States; the sale of sicohnofic beverages can only take place
through a State-owned corporation; socordmgly, the Clills doeliver the goeds to the relevant State
Corporation or other buyer as per the directions of the BO.

5. As regards the flow of funds, the sale price of the IMFL s roveived directly by M/s Allled Blenders
and Distillers Pyt Ltd. from the State Corporation or other buyer {ina few cases, the money is receivied
the CBUs but is immediately auto-transferred aile stamling instructions or otherwize). The
plicant then makes payment of the bottling charges amd agrevd wpon reimbursements (such as for
e<) b the CBUs. The BO also makes pavment divecthy Lo e row material supplicrs, The amount
ith the BO after making all of the aforesaid peyments is known ws the BOYs surplus/ profit.

r the previous Service Tax nirinme, e aforespid areangpennent was ssen os a remdliHon of service

& CBEUs lo the BCs, Simualtaneously, no service was |:u'i1'|l:: rerilered b}' the BOs to the CBLUS, and

surplus / profit was scen as the earnings from the enfreprencurial venture which would not be

le b Service Tax, This view was affirmed by Circulars as well as judicial precedents [referred jto

-t

POSITION ON TAXABILITY UNIVR GST:

7. In the aforesaid transactions, it s the CEU who provides secvices to the M/ Allled Blenders and
Distillers Pt Lid. (the B in relurn for the |:||:r|:||:il1zrI charges (il nther redmbursements) 1t i= net ghe
case that the BO s providing brand-related services 4o e OBL, tar the CBU te manofacture amd sell
the IMFL on its own account. This conclusion is barne sut by the following factors:-

(i} At the autset, it & the B0 who rlpprnrbrhr:: the CBLU o msnufacture the IMFL for it
(i} The IMPL brands belong b #he BO and the B0 secks o commercially exploit the same by
nta,nuf:nh:rinE amd zelbing alcoholic beverages under (e virions bramd names. However, the B0
does not have the requisite State Excise loences in (he various States, and therefore made
comtracts with the CBUs who will carey out the procurciient, manufaciure the IMFL and sell the
same under the State Excise licences held by them, |
(i} The BO accordingly enters into non-cxelusive arrangemen s with variows such CBUs to maximise
the returns on exploiting the brand. The BO can terminate the arrangement atany ime. Upen
such termination, the CBU s obligated to immodiately cvose and desist from using the brands of
the B
{iv) The CBU is only remunerated to the extent of bottling, herges per case of IMFL produced (plus
reimbursements for taxes etg.), This bottling charge 15 ool a fraction of the selling price of each
case of IMFL. Had it been the case that the CBU was ma o ufacturing and selling the IMFL on its
own account, the CBL would have received and retaine | the entirety of the selling price of the
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04,

IMFL, and would have then pald the brand-related foes Lo the BOL Insuch a scenario, the contract
woulkd have specified a brand-related foe to b paid byt URLU o the BOL. Whereas, the contract
clearly sets out a bottling fec which the CBL is entitlal Lo roceive from the BO. In such cases the
title of the Brands and goods is remain with the Bl Owner ie. M/s Allied Blenders and
Ehstillers Pyl Lid.

{v) The total working capital as required by the CHLU for its corresponding mano factaring Opera tions
i% b be arranged by the B |

{vi) Intemms of procurement, the B has right toeither directly arrange, or, recommend suppliers for
the procurement of all raw materials and packing matecials, and the BO alwavs approves the
price at which materials are to be procured by the CHLL The CBU has no discretion on the
procurements, The BO may also directly make payment wer the raw materials, packing materials
ebe. to the verslors,

{vii) The entire manufacturing activity by the CHLU is carcied out under the supervision of the Eﬁ]

and, for this purpose, the BO deputes fixed personned o Uhe premises of the CBU,
During the manufacturing, any unusable or damagod materials are to be handed over by the
CBU 1o the BO. In respect of any wastage which oceurs, the disposal of such wastage is to be
done only at the rates approved by the BO and all sucl amounts are to be paid o the BO. '-‘i:"l'l-
termination of any bottling srrangermend, oll the raw mat. lals, packing materials, finished goods,
scrap, etc. which are financed by the BC ane 1o be hardiad over b the BO,

(viiipInsurance in respect of the manwfactured goods = oblaied by the BO inits own name.

(ix) In terms of the sale of the IMFL, the BO identifies the persons to whom the IMFL is to be sdld
and also decides (e price at which the IMIL is to b =old The CBU has no discretion on the
distribution of the IMFL. The sale price of the IMFL is ol received direcily by the BO from the
buver,

ﬁ.q:-:nrd.insl}-, the true comrmercial nature of the arcangenieol B8 one in which the CRL Fﬂ!'l'id'ﬂ'-

manufacturing services to tho B0, and i reovuneralod in e oem of bottling charges.

The BC therefore cleardy canmot be a servico provider to the CiiL, but s an entrepreneur seeking fo

axploit the brands under it awnarship, viz through the sale of IMFL bearing their brands, In the

course of exploiting the brands, M/ Allied Blendors and i<tillers Pyt Lid. (the BOY) incurs varlous

.. expenses, including the bottling charges paid o the ChRLk e balancs amounts retained by I|'lli'l'l'|-
“eppresent thelr sarnings / peofit from the entrepremcardal venture. These eamings duly sufrer Income

5 4but cannot be brought to tax under GSI, as there is no supply being made by the M/s Allied
redlers and Distllers Pvt. Lid, {the BOY to the CHLUS

; tion was atso affirmed under the provious Service | o« repime, vide Cireufar No. 24971,2006-
o Wated 27702008 and Cireuler E. No. 332472009 TR died 3010 2009 issued by the Ministryiof
de. The latter Circular specifically confirmed that *Savee tax woald e papable an the bottis

-. 5|_ distmbbion cesls med other reimlseesahle, o fne :..lrr]'n'rl-. Pl il |'.|I.I'.'.I|.J!1!|I e B0 h:'rl'ilg i Hhe iTﬁlhlﬂ‘
urss preofil (eobiich fells artleiar Hhe e of direct baxes Lol ded bey Aenegenhle b service fax”.
Motification No. 39/ 2008.Service Tax dated 23.09.200% 1 ader the previous Service Tax regime,

il 1_,...- .e:empred_ the taxable service specified in su b-clause [z=b) of clause 105 of sedtion 63 of the Finance

Act, provided 1:-_-,. 4 person (hereimafter called the ‘service prodcider’) to any other person (hereinatier
called the "service receiver’) during the course of manufactior o1 processing of alcoholic beverages by
the service provider, for or on behalf of the service receiver, fron '~|- miuch of value which is equivalent
to the value of inpuls, excluding capital goods, vsed for providing fhe same service, subject to the
following conditions, namely--

&) that no Cenwvat credit has boen taken under the provisions of e Lenvat Credit Kules, 2004;

b} that there is dacumentary proof specifically Indicating (e value of such nputs; and

¢) where the service Frru-u-ideq- also manwactures or processes alvoholic beverages, oo his or ha-:nmn
account or in a manner of under an arrangement other tha as mentioned aforesaid, he or she shall
maintain sepatate accounts of receipt, production, inventory ispatches of poods as well as Ainandial

transactions relating thereto
Ihere has been no material change in the provisions betwaeco the erstwhile Service Tax regime m‘ld.
the current G5T regime, and the above position shoald coniivie laag kv,

HEARING

The rase was scheduled for 11.09.2018 for Prefinicary bearing when Sh, Fohan Shah,

Advocate along with Ms. Divya Jeswant, Advocate and Sh, datan Jain Tax Adviser and Sh, .Pn.i‘llr.
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Dalal. head taxation appeared and made contentions for admission of application as per
contentions in their ARA application. Jurisdictional Ot 1 She Ashok 5. Gupta Supt., Di\risluém
[, Mumbai Central appeared and stated that they would bemaking submissions in due course,
The application was admitted and called for final Learing on 28.11.2018, Sh. Rohan Shah,
Advocate along with Ms. Divya Jeswant, Advoeate and She At Dalal, head taxation appeared
argued case on merit, Jurisdictional Officer Sh. Sashikan! Fhaspauri Supt, appeared and made
written submissions.
05, OBSERVATIONS
We have gone through the facts of the case, documoeds on moeords and submissions mﬂéle

by both, the department and the applicant. The questions gl before us is as under:-

Wi Hrer dn thee fircts and circumstarices of e present case, the © onlned Beliling Uit is naaking o taxable
supply te the Applicent (Le. Brand Owsaer), ov, alterpatimely, o'e ther the Applicant (e, brana oemer }is
mitking @ tnxable supply to the Contract Botdlieg Uit 7 Coctesponadingly, whether jn the facts and
clrcumekances of e present case, Bre Applicant (e, Braml (oo is pnpivg consideration fo the Conbrict
Bottling Liwit by way of bottling clireges, or, alternatively, et the Contmct Bottling Lt is prying

consideration fo the Applicant by way of brand ooy seerplivs !

From the abowve we find that the :[un::sl:in::ln raseed |=_'I TR appljca.nt can be divided intad

parts as under:-

-
3.

- '__-‘i.;".'i.:'q"]mmp:r in the facts and circumstances of the prsent cese, the Contract Bottling Unit is

%jng a laxable supply to the Applicant?
iether in the facts and cicumstances of the present case, the Applicant (Le. brand

r}is making a taxable supply to the Contract Bottling Unit?

-ﬂ.:,.j":llﬁ;hemar in the facts and circumstances of the proesenl case, the Applicant (ie. H-I!H.I:!Li
e w;;'mrnur:l is paying consideration to the Contract lettling Unit by way of bottling charges?
4. Whaether the Contract Bottling Unit is paying consideration to the Applicant by way of

brand owner surplus?

We find from the above that questions numbers 1 and |+ are asked by the applicant but
pertains to the CBU. As per Section 95 (a) of the CGST Acl, 2017 “adoince rulitg ™ ineans a decision
prorideal by the Awthority or the Appellnte Awthorily foae appliveed on mebters or or gquestions specified
i sub-section (2) of section 97 ar subesection (1) of section 10, (v relation to the supply of goods or
serpices or hott being undertaken or proposed to be windertuhes Dy the spplicant,

In respect of quastion nos. 1 and 4, we find that the supply of services or goods or both,

if any is not undertaken by the applicant and therelore the said questions cannot be answergd

by this Authority.



We also find that question no, 3 does not fall under any of the clauses of sub-section (2)
of section 97 of the CGST Act, 2017, Hence the only question that 18 bemng taken up in this ruling
ia question no 2 abova which falls under Section 97 (2) of the CGST Act. 2017, The queshion s
reproduced again as under:-

Wietler in the facts and circemstances of the present case, the Applicant (te. brand owoner) ts
kg a favable suppiy to the Contract Bottling Uit?

We find, from the submissions made, that the Applicant, holding varlous I-E',EiEIE]'-Ed
brands in relation to Indian Made Foreign Liguor ("IMPL ) has approached and contracted with
various Contracting Bottling Units {"CBUS") who haold the reguisite lieences under the State
Excise laws to undertake the manufacture of the IMI Tor the Applicant, in return for the
payment of bottling charges {and certain agreed upon reimbursements, such as @xes and
expenses), The CBUs after manufacturing the IMFPL, deliver the said goods to buyers as per the
applicant's directions and the sle price for the gaid goods is received by the Applicant. All the
raw materials, packing materials, finished goods, serap, 1o used by the CBUs are paid tor, by
the Applicant,

From a perusal of the sample agreements submiticd by the applicant, we find that the
said agreements are on a principal-to-principal basis, the price at which raw materials are to
be procured is fixed by the applicant, the risk, property and interest in the manufactured
product passes from the CBLU to the applicant upon delivery of the product to the carmer
minated by the apptlcant. the 5|_-II|11;5 price 8 &s peor the diroctons of the appl'u:anr, the sale

Lo W the goods is received by the applicant, the applicant pays consideration to the CBU in
e of bottling charges which are fixed ona per month case basis, and not the sale pl‘h‘f
bl ufactured products, the manufacturing activil ¢ by the CBU is carried out under the
Lion of the Applicant, etc. The amount left with the Applicant after making all of the
L ld payments is their profit.

The applicant has very rightly stated that the true commercial natare of the arrangement
in the subject case is one in which the CBL provides manufacturing services (o the Applicant,
and is remunerated i the form of bottling charges and th = applicant 15 not a service provider to
the CBUs. In terms of Section 7 of the CGST Act, one of Lhe requirements of a supply lable to
GST is that there should be some consideration roceived by the applicant if it is to be
considered that they are supplylng goodsfscrvices. We find that in the Instant case the
applicant is not receiving any consideration for allowin ¢ the CBU to use their brand/logo ete
on the IMFL. In fact the entire process can be seen as (he applicant is contracting with the
CBUs to get the IMFL manufactured in under their brand name, There is no service rendered

by the applicant in this case.



[t is very clear from the terms of the agreement th | there is neither any supply of goods
nor services flowing from the applicant, The applcant act 1ally gets the products manufactured
by the CHUs. Hence as per GST laws there t6 na suppl of goods or services or both by the
applicant as per Definition of "supply’ under section 7 ¢ f the GST Act, 2017, which reads as
follows: - "supply’ includes

{a) abl forms of supply of gocds andlor services suc1 as sale, transfer, barter, exchange,
licence, rental, lease or dispogal made or agreed 1o be made for & consideration I:I-'!lu' a
person In the course or furtherance of business.
o
Q5. In view of the extensive deliberabions as held here nabove, we pass an order as follows :

ORDER

[under section 98 of the Central Goods and Services ax Act, 2007 and the Maharashtra
Goods and Services Tax Ao, 2017}
NOGST-ARA- 67/20138-19/8- e Mum»wal, dt. 1¢5.)2. 2.01%

For reasons as discussed in the body ¢f the order, the questions are answered thus -

Question - Whebther in the facts and circumsinices of the pocsen! cnse, the Contrct Bottling Linif is
makeng @ tixable sepply to e Applicank (e, Broond Ouner), o alfernatively, udether o Applicank (1.e.
brered prcneerd B4 making o axable supply b e Coudeact Bottlo ¢ Unid? Correspendingly, whetlier in e
fircts and circumstarces of e present case, the Applicant (e Srand Cuwer) is paying consideration to
e Contract Boftting Linit By cury of bokttng dimrges, o, afh roactioely, ahether the Confroct Bottling
Lliedk es pryrieg consideralion to fhe Applicend by vy of begad o awer sieplies?

Anstoer - In view of the discussions made abwee, the guestion “Wihether the applicant (brand owner) is
rrmﬁ:f-l? T n'rr‘i'rb.'.u;' suppﬁy tn Hhe Courtract Botthag Uefd™ s o rsooered i the megatine. The remaining
*‘ﬁ.;‘.l-ﬂﬂ.l,lh T ﬂﬁ&'ﬁpw? abariy, are pod ansmered heng ont of He paroienr of s Authordy.
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Opy tos
1. The applicant
2. The concemed Central f State ofticer {@/\;ﬁ
3. The Commissioner of State Tax, Maharashirs Stake, Muinbai L

4. The Jurisdictional Commaissioner of Central Tax, Churcl gate h-'lumtzbv MEMBER
3. [oint commissioner of State tax , Mahavikas lor Website ANCE RULING AUTHORITY
MAHARASHTRA STATE. MUMBAI
Mote = An Appeal against this advance ruling order shall s made before The Maharashtra

Appellate Authority for Advance Ruling for Goods and & rvices Tax, 15 floor, Air India

building, Nariman Point, Mumbai - 400021,



