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Name & Address of the Appellant & Respondent

M/s. Navrang Agro

al{ anf sq rat am2r rials 3T:J,1=tcr <ITTm t m <IB ~ 3m <Fi m ze7Ro1f Ra ar a er a1@art
at 3rfl zu~a-TUT 3ifcrcr;:r °ITTWf ci,x x-!cpfil % I

I. Any person· aggrieved by this Order-In-Appeal issued under the Central Excise Act
1944, may file an appeal or revision application, as the one may be against such order, to the
appropriate authority in the following way :

\ala val r 7terr rlaT0; Revision application to Government of India :

(1) aha sTr<a zyca 3ref, 1994 cf,) 'clRT 3Tcl"7ffi ~ ~ 7]1;[ l'ffl1CTT <Fi -.rR °ti~ 'clRT <ITT ~-'clRT <Fi
~~ ~ <Fi 3WRI" gnteru rhea 'ara Rra, ra at, f@ha in, Ga fm, ant ziRkrca, ul cfiq
aa, ira mf, {fact : 110001 <ITT cf,) ~~ I

(i) A revision application lies to the Under Secretary, to the Govt. of India, Revision
Application Unit Ministry of Finance, Department of Revenue, 41h

Floor, Jeevan Deep Building,
Parliament Street, New Delhi - 110 001 under Section 35EE of the CEA 1944 in respect of the
following case, governed by first proviso to sub-section (1) of Section-35 ibid:

(ii) 4fea l erR 1TI1IB "ti a Rt gtfala fl aver z ara aara i m fcl5w ~ ~
~~"ti Tfffi "R vITff ~ lWf "ti, m fcl5w ~ m1:rum "ti 'cfffi <IB fcl5w ~ "ti m fcl5w ~ "ti m
Tfffi <BT W<!xTT <Fi cCTxA ~ "ITT I

(ii) In case of any loss of goods where the loss occur in transit from a factory to a
warehouse or to another factory or from one warehouse to another during the course of
processing of the goods ·in a warehouse or in storage whether in a factory or in a warehouse.

(a) 'llffii a are fa8 lg zu q2erRaffa ma cR m l:jrc;f <Fi fctfrr:rfur "ti iNll1<f ~ ~ Tfffi cR \IBT~
yea Raemmit mna are f@hat rg a var # fuffa &l

(b) In case of rebate of duty of excise on goods exported to any countiy,.•9Q~ito.ry outside
India of on excisable material used in the manufacture of the goods whi9ri'"<a~\EJ~~1l to any

't 'd I d j!o" +8country or tern ory outsI e n Ia. / /Jr;'/ ,;;:•~t-)u~>J""~/?j•IG ff~·1f~i>¥;i) ,;:: :--'
1 .. l"> '} u~ r"", rs ::, AiJ ...¼ ~!!!• es:: ±- t. · ,..,.,,.. ii'o, --- s>4«« so°.¢
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(Tf) <Jfy? cpf :r@R fcl,7;[ Ram arras (hara mr er at) Rafa fhzu "lf<IT 1=!IB "ITT I ~
(c) In case of goods exported outside India export to Nepal or Bhutan, without payment of

duty. .

'el 3tfcr:T ~ <!ft ~ ? * :fR1R * ffiC! ui sp@ #fee l,R1 <l5T ~ % 3]R ¥f 3rnT \iTT ~ 'cTRT ~Rrr # gfas snrzgarr, sr4 &Rf i:rrmf cIT "film "C/x "lfT <flG ii f@a tf@erfzm (i.2) 1998 'cTRT 109 err frgr Rg T
611
(d) Credit of any duty allowed to be utilized towards payment of excise duty on final products
under the provisions of this Act or the Rules made there under and such order is passed by the
Commissioner (Appeals) on or after, the date appointed under Sec.109 of the Finance (No.2) Act,
1998. .

(1) ~~?(~) Pl41MC'1l, 2001 cfi Rll11 9 cfi 3Rfl@ FclPtf<ft-c Wf'3f ~ ~-8 ii ufait #, hfa
3m <fi m'ff 3rnT~~if TIA lIT"ff <fi '!fuR~-3rnT ~ 3llfrc;r 3rnT <!ft a)-a 4fit # rtUfa3ra fclfi:lT
Gar aiRRg 1er la~- cpf ~ cfi 3Rf1ffi 'cTRT 35-~ ii ~1Tffif -q,"f cfi 'l_f@R cfi ~ cfi WQ.l ir3TR-6~

<!ft Wff 'lfr Nifr ~ I
The above application shall be made in duplicate in Form No. EA-8 as specified under

Rule, 9 of Central Excise (Appeals) Rules, 2001 within 3 months from the date on which the order
sought to be appealed against is communicated and shall be accompanied by two copies each of
the 010 and Order-In-Appeal. It should also be accompanied by a copy of TR-6 Challan

. evidencing payment of prescribed fee as prescribed under Section 35-EE of CEA, 1944, under

Major Head of Account. .
(2) Rf@a am4a rtui via+a -qcp ci!Rlf mm '3"fffl q,I=[ mm m 200/- tffR:r 'T@R <!ft uITT! 3ITT"
"GfITT~ w1=f -qcp ill& "ff ~ "ITT "ITT 1000/- <!ft ffi 'l_f@R <!ft uITT! I
The revision application shall be accompanied by a fee of Rs.200/- where the amount involved is
Rupees One Lac or less and Rs.1,000/- where the amount involved is more than Rupees One Q
Lac.

v#tr gnc, tr snea zyca v hara 3rt#)r mqf@rat 4fa 3rft:
Appeal to Custom, Excise, & Service Tax Appellate Tribunal.

(1) ~~?~. 1944 <!ft 'cTRT 35- uofll/35-~ cfi 3Rfl@:-

Under Section 358/ 35E of CEA, 1944 an appeal lies to :-

'3cfu~ftm~ 2 (1) Cl) ii~ 3~ cfi 3rc;ncrr <!ft 3J"ll'ffi , 3ll1IBf * i,r=rc;t ii xtr=rr ?,~~
ca v hara 3rd4ta rznf@avwr (free) 6 ufa bar 4lat, srsrarara i arr #if, arefl
grar, 3raraT, 3rz+Ta1a, a=r 380016

To the west regional bench of Customs, Excise & Service Tax Appellate Tribunal
(CESTAT) at 2° floor, Bahumali Bhavan, Asarwa, Ahmedabad-380016 in case of appeals other

than as mentioned in para-2(i) (a) above.

(2) 4hr scarer zrcas (sr4)c) Pura6a), 2001 c#I" 'cTRT 6 <fi 3Rf1ffi Wf'3f ~.1{"-3 fneifRa fag a4r sr4#z
mraferait at a{ aft fct% 3J"ll'ffi fclTT! Tf1{ 3rnT <!ft 'cfR mwrr "fllw '3l1!T ~? <!ft lWT, <Zfluf <!ft lWT 3TR
"Wll"lfT Tf"lfT~ ~ 5 ill& m~ <Pl'f % cffiT x<1~ 1000/- tffffi~- 1?rfr I sri sear grca # min, an 6t lWT
3TR "Wll"lfT Tf"lfT ~ ~ 5 "Rror m 50 "Rror cfcP m m ~ 5000/- tffR:r ~ 1?rfr I '3l1!T~? <!ft lWT, <Zfluf
<!ft l=fM 3TR "Wll"lfT Tf"lfT~~ 50 "Rrof m Ga vznr a ai u; 1oooo/- l# stf I <!ft tffR:r~
~cfi "fillafa a trz #u j iir # mm I "ll6 ~ ~ xQ.TA <fi fcITT:fr -.,@ra •m4'rtPI¢ a'r5! 2a at
WWcpf "ITT

0

In case of the order covers a number of order-in-Original, fee for each 0.1 Q._should be
paid in the aforesaid manner not withstanding the fact that the one app):1.~~~~~ella~t
Tri~una_l or tht:: one_ ~pplication to the Central Govt. As the case may/~-~r~•o'' ~~..•;l'_!~oe.'d,{~0 void
scnptona work 1f excising Rs. 1 lacs fee of Rs.100/- for each. /s± 2el? :ai .o l'lflijii';i; ~:-"
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The appeal to \he Appellate Tribunal shall be filed in quadruplicate in form EA-3 as
prescribed under Rule 6 of Central Excise(Appeal) Rules, 2001 and shall be accompanied against
(one which at least should be accompanied by a fee of Rs.1,000/-:-, Rs.5,000/- and Rs.10,000/
where amount of duty/ penalty/ demand I refund is upto 5 Lac, 5 Lac to 50 Lac and above 50 Lac
respectively in the form of crossed bank draft in favour of Asstt. Registar of a branch of any
nominate public sector bank of.the place where the bench of any nominate public sector bank of
the place where the bench of the Tribunal is situated

(3) afe za 3met i n{ qG or?vii arrr stat & at r@ qG siter a fa# mr gar srfas i-1
fcp-m mar afeg saer st gg sf f far udt arf ffi cfi fu"c! qemRe,Ra 39it qTznfernur at gs arf)cl

m~ m<PR cITT -qcp 31Wi'i fcl;-m ufRlT ~ I
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(4) r<JllllC'lll ~~ 1970 "ll@TT~ ctr~-1 'm- 3m<m A'cTffur ~ ~ \JCfff aTicrcR "llT ~
3rat zqenfet fufu mm1f@err?l an2r r@a at vs uR 1N ~.6.50 t@ <ITT "<lllllC'lllp~ WIT~

a1fez1
One copy of application or 0.1.0. as the case may be, and the order of the adjournment

authority shall beer a court fee stamp of Rs.6.50 paisa as prescribed under scheduled-I item of ·
the court fee Act, 1975 as amended.

(5) s sit iif@a it al firaa fit a$t am '4'r &TA~ fclxlT 'GITTlT i '(j'jl° mp. ~
star zyn v hara arf)#ta nrzurf@ear (raff9fe) fr, 4gs2 # ffea el

Attention in invited to the rules covering these and other related matter contended in the
Customs, Excise & Service Tax Appellate Tribunal (Procedure) Rules, 1982.

(6) fir area, t.-4h sa res 'Q'ci .aatcn:t a7 41fr1 qfeawr (fl4a) # 4fr 3r4hi 'ij;' 1ITT1m JT
a.-4tz 3en era 3@)@zrH, £&yy tr enr 39# 3iafa fa#ha(giczr.) 3#f@0fa 2&g(Ge& ft
i€IT 29) fecaia: ea. ,2 at#fa c-cfl 1 3@0f7z1a, &&&¥ cfi'r trRT c3 a 3iaafra1# <ITT 3ft~ cfi'r"
ark, aarr ff@ar are qa-fersq ac 3fRarf k, serf zr err# aialar#rarr
3rt@lazrfraaahwsvta@rat
ij;cr-~4~ ~W<fi trci· ,a ell ch{ 'ij;'~" marfcfiv 'JJ"Q' ~rc;q:;" JT~ ~mm>f ~v v

(i) mu 11 gl- 'ij;'~~~

(ii) arlzs RR ft are mar fr
(Iii) hr#s @am1at a fGa 6 a 3iaafr 2zr +H

3mat serf zzhzr erra7ran@aft (@i. 2) 3r@0fr4, 2014a 3a-arrqafaft 3r4l#ta
qt@erartaafaar7fl=r +rarer 3rsffui 3rt astral ztit1

For an appeal to be filed before the CESTAT, it is mandatory to pre-deposit an amount
specified under the Finance (No. 2) Act, 2014 (No. 25 of 2014) dated 06.08.2014, under
section 35F of the Central Excise Act, 1944 which is also made applicable to Service Tax
under section 83 of the Finance Act, 1994 provided the amount of pre-deposit payable would
be subject to ceiling of Rs. Ten Crores,
Under Central Excise and Service Tax, "Duty demanded" shall include:

(i) amount determined under Section 11 D;
(ii) amount of erroneous Cenvat Credit taken;
(iii) amount payable under Rule 6 of the Cenvat Credit Rules.

➔Provided further that the provisions of this Section shall not apply to the stay
application and appeals pending before any appellate authority prior to the
commencement of the Finance (No.2) Act, 2014.

(6)(i) ~ 3m;~r 'ij;' ,;mt 34h uleawr #mer sf areas 3rzrar area zs zv faalR@a l a marfcfiv
dfQ' ~W<fi 'ij;' 1o¾ mrarar trZat sziha zusfaafa zasav 'ij;' 10% mrarar "CR" cfi'r ~~ ~1

v v v

(6)(i) In view of above, an appeal against this order shall lie before the Tribunal on payment of
10% of the duty demanded where duty or duty and penalty are in dispute, or penalty, where

penalty alone is in dispute."

II. Any person aggrieved by an Order-in-Appeal issued under the Central Goods and Services
Tax Act, 2017/lntegrated Goods and Services Tax Act, 2017/Goods and Services Tax
(Compensation to States) Act, 2017, may file an appeal before the appropriate~.r.!!(E".-0... '170 *'n• -
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ORDER IN APPEAL

VLIUIIIUI LU IO/xuvv., ., "

One appeal has been filed by Mis. Navarang Agro and two appeals have been filed by

MIs. Navarang Enginearing Works; both having the same address i.e. Near Unjha Nagarpalika,

Gandhi Chowk, Unjha, Gujarat-384170 (hereinafter referred to as the 'appellants'), against the

following Orders-in-Original (hereinafter referred to as 'impugned orders') . passed by the

Assistant Commissioner, CGST, Division-Mehsana, Mehsana-384002 (hereinafter referred to as

'adjudicating authority'). Since the issue involved in all these appeals is common, I take;up for

disposal by a common order.

Sr. Name of GSTINNo. Appeal No. Order no. and Date Period of Amount under

No. the
ofForm OST RFD dispute dispute

06 Central State

appellant

1 Mis. 24ABYPP886 V2/GST/167/GNR/ 108/MEHIFINALI March 30038 30038

Navarang 3FlZV 2018-19 REF/2018-19 dated 2018

Agro 24.10.2018

2 Mis. 24AABFN348 V2/GST/168/GNRI 109/MEH/FINAL/ January 22384 22384

Navarang 1D1ZN 2018-19 REF/2018-19 dated 2018

Enginearin 24.10.2018

g Works
3 Mis. 24AABFN348 V2/GST/l69/GNR/ 110/MEH/FINAL/ February 254747 254747

Navarang 1D1ZN 2018-19 REF/2018-19 dated 2018

Enginearin 24.10.2018

g Works

2. The facts of the case, in brief, are that the appellants had filed refund claims under section

54 of the COST Act, 2017 for refund ofunutilized input credit accumulated due to inverted tax

structure. On going through the said refund claims, some discrepancy have been noticed by the

adjudicating authority and Show Cause Notices were issued to the appellants mainly on the basis

of the following observation-
"Under the sub-section 3 of Section 54 of the COST Act 2017, a registered person may

claim refund of unutilized input credit where the credit has accumulated on account of rate of tax

on inputs being higher than the rate of tax on outward supplies (other than nil rated or fully

exempt supplies). But ongoing through the refund claims, it has been found that there is purchase

of inputs @18% which do not come under definition of accumulation due to inverted duty

structure."

3. The adjudicating authority vide the impugned orders rejected the amount of refund claims

(as shown in the above table) under sub-section 3 of Section 54 of COST Act 2017, mainly on

the following grounds:
(a) As per sub section 3 of Section 54, refund of unutilized ITC shall be allowed in the case

'where the credit has accumulated on account of rate of tax on inputs being higher than the rate

of tax on output supplies (other than nil rated or fully exempt supplies), except supplies of goods

or services or both as may be notified by the Government · on the recommendations of the

Council.
(b) In present cases, the tax rate on inpµts is less or equal than the tax rate on outputs. Therefore,

the inputs that are taxed 18% (12% & 18% in case of tl ,__,__ · at SL No. 3 in the above

table) do not fulfill the criteria that "rate of tax on r than the rate of tax on

0

o
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output supplies" and no credit can get accumulated against purchase of such inputs. Hence,

inputs @18% (12% & 18% in case of the appeal listed at SL No. 3 in the above table) do not

come under purview of Sub section 3. of Section 54 of the CGST Act 2017 and are liable for

rejection.

4. Feeling aggrieved, the appellants have filed these appeals against the rejection of tle

refund claims, on the grounds which are inter alia mentioned that:
a) The appellants are manufacturer of machinery for Agro goods. They also sells its spare

parts. The Machinery manufactured by them is chargeable to GST @ 5% and Spare-parts

are chargeable @ 12% and 18%. The appellants had purchased raw materials at different

rates of GST ranging from 5% to 28%.
b) In inverted duty structure of tax under GST Act, Section 54(3) says that- 'where the

credit has accumulated on account of rate of tax on inputs being higher than the rate of

tax of outward supplies then refund can be claimed due to inverted duty structure'. As

per this Section the appellants had claimed refund.
c) The matter is now clarified' by CBIC under Para 4 of its Circular No. 79/53/2018-GST

dated 31.12.2018. The Board has amply clarified with example that when ITC is -

accumulated on account of inverted tax structure then refund of excess tax should be

given considering even those inputs which are procured at equal or lower rate of GST

than the rate of GST on outward supply.

5. Personal hearing in the matter was held on 05.03.2019 wherein two advocates Shri. K. D.

Popat and Shri. P. N. Popat appeared on behalf of the appellants and reiterated the contents of

appeal memorandum. Further, He submitted the Circular No. 79/53/2018-GT dated 31.12.2018

in course of the hearing.

6. I have carefully gone through the facts of the case on records, grounds of appeal in the

Appeal Memorandum, submissions made by the appellants at the time of personal hearing. I

find that the primary question for determination is whether the adjudicating authority was conect

in rejecting the refund claim or otherwise.

7. In the present cases, I find that the adjudicating authority has rejected the refund claims

on the grounds that the tax rate on inputs is less or equal than the tax rate on outputs. Therefore,

the inputs that are taxed 18% (12% & 18% in case of the appeal listed at SL No. 3 in the above

table) do not fulfill the criteria that "rate of tax on inputs being higher than the rate of tax on

output supplies". Hence, inputs @18%.(12% & 18% in case of the appeal listed at SL No. 3 in

the above table) do not come under purview of Sub section 3 of Section 54 of the CGST Act

2017. Further, as per sub section 3 of Section 54, refund of unutilized ITC shall be allowed in the

case 'where the credit has accumulated on account of rate of tax on inputs being higher than the
rate of tax on output supplies (other than nil rated or fully exempt supplies), except supplies of

goods or services or both as may be notified by the 06'~~\lhe recommendations of the
¢.-&%,\

Council. 1
1
" fl?-:11-' ;'.·'.VJi:&_ 1,,~ ~8: .+} .•.a % E
t5° x -S°t" s.oo .o]
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8. I find that the issue involve in the present appeals has already been clarified by the CBIC

vide Circular No. 79/53/2018-GST dated 31.12.2018.I would like to reproduce the relevant para

4 of the Circular for proper clarity:
"Calculation of refund amount for claims of refund of accumulated Input T11 x.

Credit (ITC) on account of inverted duty structure:

4. Representations have been received stating that while processing the refund of

unutilized ITC on account of inverted tax structure, the departmental officers are denying
. .. . . . . . . . . . .

the refund of ITC of GST paid on those inputs which are procured at equal or lower rate

of GST than the rate of GST on outward supply, by not including the amount of such ITC

while calculating the maximum refund amount as specified in rule 89(5) of the CGST

Rules. The matter has been examined and the following issues are clarified:
a) Refund ofunutilized ITC in case of inverted tax structure as rovided in section 54 3

of the CGST Act, is available where ITC remains unutilized even after setting off of

available ITC for the payment of output tax liability. Where there are multiple inputs

attracting different rates of tax, in the formula provided in rule 89(5) of the CGST Rules,

the term Net ITC" covers the ITC availed on all inputs in the relevant period,

irrespective of their rate of tax. 0

0

b) The calculation of refund of accumulated ITC on account of inverted tax structure, in

cases where several inputs are used in supplying the final product/output, can be clearly

understood with help of the following example:
i. Suppose a manufacturing process involves the use of an input A (attracting 5 per cent

GST) and input B (attracting 18 per cent GST) to manufacture output Y (attracting 12 per

cent GT).

ii. The refund of accumulated ITC in the situation at (i) above, will be available under

section 54(3) of the CGST Act read with rule 89(5) of the CGST Rules, which prescribes

the formula for the maximum refund amount permissible in such situations.

iii. Further assume that the· claimant supplies the output Y having value of Rs. 3,000/

during the relevant period for which the refund is being claimed. Therefore, the turnover

of inverted rated supply of goods and services will be Rs. 3,000/-. Since the claimant has

no other outward supplies, his adjusted total turnover will also be Rs. 3,000/-.

iv. Ifwe assume that Input A, having value of Rs. 500/- and Input B, having value of Rs.

2,000/-, have been purchased in the relevant period for the manufacture of Y, then Net

··ITC shall be equal to Rs: ·385/- (Rs. 25/· and Rs. 360/- on Input· A and· Input B

respectively).

v. Therefore, multiplying Net ITC by the ratio of turnover of inverted rated supply of"+ · ·
goods and services to the adjusted total turn ure ofRs. 385/-.

0
4r,,.s

£. »9"'
·av •
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vi. From this, if we deduct the tax payable on such inverted rated supply of goods or

services, which is Rs. 360/-,we get the maximum refund amount, as per rule 89(5) of the

CGST Rules which is Rs. 25/-. "

9. On going through the CBIC Circular No. 79/53/2018-GST dated 31.12.2018, it is seen

that the CBIC has clarified the matter with an illustrative example and it--is evident from the

above that where there are multiple inputs attracting different rates of tax, the term Net ITC will

covet the ITC availed on all inputs in the relevant period, irrespective of their rate of tax.;\

Therefore, the ground which has been followed by the adjudicating authority in rejecting the

above appeals is not sustainable in view of the above circular.

10. In view of the foregoing, the impugned orders, rejecting the refund claims on the grounds

mentioned in the impugned orders, are set aside, with consequential relief to the appellants.

11. 341as#i arr a # a& 3r4 a @art 3qlaa at# fan mar &1

11. The appeals filed by the appellants stand disposed of in above terms.

es
(3arr gia)

7nT 31r1#a (3r4tr)
..::,

Attested

th.Es.»
Superintendent (Appeals)
Central Tax, Ahmedabad

To,

1. M/s. Navarang Agro,
Near UnjhaNagarpalika, Gandhi Chowk,
Unjha, Gujarat-384170.

2. Mis. Navarang Enginearing Works,
Near UnjhaNagarpalika, Gandhi Chowk,
Unjha, Gujarat-384170.

Copy to:
(1) The Chief Commissioner, Central OST, Ahmedabad Zone.

(2) The Commissioner, Central GST, Gandhinagar.

(3) The AssistantCommissioner, Central GST, Mehsana Division.

Y:he Assistant Commissioner(RRA), Central GST, Gandhinagar.

(5) /The Asst. Commissioner(System), Central GST, Gandhinagar.

9/ Garate.

,,0-"Ame




