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At the outset we would like to make it clear that the provisions of the

Central Goods and Services Tax Act, 2017 and Gujarat Goods and Serviccs'l'ax Act,

2017 (hereinafter referred to as the 'CGST Act,,2017' and 'GGS'I' Act,2017') arc

pari materia and have the same provisions in like matter and differ from each other

only on a few specific provisions. Therefore, unless a mcntion is pa(icularly madc

to such dissimilar provisions, a reference to the CGS'I' Act,2017 would also rnean

rclerence to the corresponding similar provisions in the GGST Act,2017.

2. 'l'he present appeal has been filed under scction 100 otthc CGS'f Act,

2017 and the GGST Act,2017 by M/s. Wago Private I-imited, Block No. 94, NH 8,

Village Vadsala-Varnama, Vadodara, Gujarat 391 242 [for short'appellant'l against

Advance Ruling No. Guj/GAAR/R/3312021 dated30.7.2021, passed by thc Gujarat

Authority for Advance Ruling [GAARI.

IJefore the GAAR, the appellant had raised thc following question viz
"The applicant wishes to know the admissibility o/'input tax credit (lTC) of GSl'

paid on the procurement of plant and machines f mentbned in para 3- above)
including the services of installation and commissioning the same in lerms of
the provisions of section l6 and l7 of the CGSTAct, 2017."

Ruling No. and Guj/GAAR/IV33 12021 dated 30.7 .202 1

)

Name and address of the

appellant

GSTIN of the appellant
Jurisdiction Office
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Vcry briclly put, the lacts are that the appellant was establishing a new factory in

vadodara, Gujarat. Prirnarily, the appellant wanted to know whether they werc

cligible for I'l'C in rcspect of [a] Air conditioning and cooling system and lbl
Vcntilation system -Plant and Admin.

4. Ily the impugned ruling dated 30.7.2021, the GAAR held that thc

appellanl was not eligible for ITC on Air conditioning and cooling system and

Vcntilation system since they are blocked credit falling under section l7(5) of thc

CGSTAct,2017.

'l'hc GAAIi. arrivcd at thc above ruling on tl.rc basis of thc below rncntioncd

Iindings vrz:

o that thc appellant had awardcd a single work order datcd 1.9.2020 to M/s. Skai Air Control
l) L1d to supply, install and commission IIVAC [heating, ventilation and air conditioning
systcm I works lbr proposed lactory building, assembly building. admin. building, stal-t-

thcility and associatcd works:
o that 1hc total contract valuc is inclusive ofcost of matcrials, labour, machinerics; that GS'l'

is payablc extra at actual cost; that the contract valuc is for thc enlire scope ol'supply;
o that thc invoiccs do not dcscribc thc naturc of supply; that the description uscd is eithcr ol'

goods or labour chargcs; that thc invoices raiscd are for part and components ofthe HVAC
systcnr and 1br labour work o1'such system;

. thal thcy havc dividcd the air conditioning and cooling syslem into four sub categories viz
air conditioning and cooling systcm, process water systcm, exhaust system and VRF work:

o that thc process watcr svstem is attached to the moulding machine;
. lhat thcrc is no spccilicalion ol'moulding machine to be fitted with any lurthcr systcm/ sub

systcnl to function as a moulding machino;
. that all thc parls ol'Air conditioning and cooling systcm ge1 assembled at thc site and fittcd

on thc r.vall and rool'and thc floor of the building;
. thal thc different parts of 'Air conditioning and cooling system' consequent to being littcd

in thc building, Ioosc thcir idcntity as machines or parts of machines and become a systcm.
namcly Air conditioning and cooling system.

. thal AC Systcm comcs into cxistence by asscmbly and conncction ol'various componcnts
and parts; that though cach componenl is dutiable to GST; that though Air conditioning
unit is dutiable as pcr IISN, an Air conditioning plant/system is not dutiable;

. that cvcn in terms of 3 7l] ordcr No . 581112002-Cx dated I 5- 1-2002, issued lbr thc purposc
of unilbrmity in classification of goods crccted and installed at site, thc air conditioning
systcm has been hcld to bc in the nature olsystems and not machincs as a wholc; that thcy
como inlo existcncc by asscmbly and connection of various componenls and parts; thal
though cach componcnt is dutiable, the air conditioning system as a wholc cannot bc

considcrcd to bc cxcisable goods;
. thal ol1 thc qucstion olwhcthcr an air conditioning plant is a movable propcrly or not. Lhc

IIon'blc SC in thc casc ol' Municipal Corporation ol' Grcatcr llombay v/s Indian Oil
Corporation Ltd. ll99 Suppl. SCC 181, laid down the test of pcrmancncy; that thc air
conditioning systcm cannot bc taken as such to the market for sale and cannot be shiftcd
liom onc place to another as such and lurther can be shilied only alter dismantling; that thc
Air Conditioning systcm once installed and commissioned in the building is transferrod t<r

thc building owncr and this involvcs transl'er ofpropcrty;
. that thc supply and crcction ofCentral Air conditioning system mcrits classification undor

works contract scrvice;
r that such supply of ccntralised air conditioning plant is covered under scction 17(5)(c) ol

the CGS I Act;
thal vcntilation systcm is a combination ofvarious components and parts & res

immovable propcrty;
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that 'Vcntilation system'once installed and commissioncd in the building is transfcrred to
thc building owner and this involves the element of lransfcr of property; that 'Vcntilalion
system mcrils to be classified as work contract supply as the systcm per sc is au immovablc
property

6. The appellant feeling aggrieved by the impugned ruling is bcfore the

Gujarat Appellate Authority for Advance Ruling [GAAAR], raising thc lollowing

averrnents viz

o that awarding of a single work order does no1 lead to ohange in the naturc ol'supply: that
there is no lcgal bar that a singlc party cannot bc issucd a work ordcr lor providing multiplc
goods and/or scrviccs;

o factory shall be air-conditioncd by chilled waler systcm which shall comprisc of chillcd
walcr pump to circulate chilled water;

o Adminislration & canteen building shall be air oonditioned by VI{V/VI{Ii type air-
conditioning system;

. that when thc System description has clearly specilicd rcquirements scparatcly for factory
area, cantccn building and servcr room, it cannot be conslrued as onc systcm mcrcly on
accounl olissue ofsingle work order issued to a singlc vcndor:

. that AAI{ has held that invoices do not describe the naturc ofsupply: that it is bccause thc
vendor is supplying various machines and not one standalonc syslem thus invoiccs do not
contain thc description of any syslem;

o that machinc which are groupcd under process walcr systom are used in plant as a parl of
produclion proccss in injection moulding machinc; thal thc process walcr systcm is uscd 1o

bring down thc tcmperature so that thc moulded pafl can bc coolcd & lakcn outl
. thc lcrn.r "system'' is not dellncd in GS l Act;
. that thc Air conditioning systcm is nothing but a group ofinlcr-rclaled and intcr-dcpcndcnl

machincs porlbrming a desircd task; that the IIVAC systcm is also a machinc:
o that dillcrcnt machines may bccome part of air conditioning and cooling systcrn; that cacl.r

machinc has a role to play likc thc chiiler provides cool air, pln1pf4ejy!1aln providcs cool
waler, cxhausl system ensurcs that therc is sufficicnl vcntilation etc.; thal thcy bccomc pa(
olanAir conditioning system and the individual machincs do not lose thcir idcntity;

o that in tcrms oICBEC Circular No. 58/1/2002-Cx datcd l5-1-2002, it can bc inl'erred that
plants arc actually a system or a nctwork ofmachines; that thc air conditioning and cooling
systcrn and vcntilation systcm is a nctwork of machincs. pu1 logethcr lbr thc opcrational
ellicicncy; that IIVAC systcm may not be considered as a singlc unit; that thc circular deals
with thc cxcisability oi Air Conditioning Plant/syslcm; that thc intention ol'thc circular u.as
to determinc whether it is excisablc goods or othcrwiso;

. that cvcn if all the machines aro part and parcel of I IVAC System, thc I IVAC systcm is also
a machinc cnlrustcd to providc cooling for all production proccsscs and arca and hcncc I'l'C
cannot bc disallowcd undcr scclion l7(5)(c) o1'CGS'I'Actr

o that in anv casc thc classillcation under Customs larill'ariscs in casc oloutuard suppll':
that thc appcllant is sceking a ruling rcgarding thc eligibility ol'Input 'lax (lrcdir on tl.rc
parts or sub-system olsuch air conditioning and cooling systcm;

. that thc lac1s olthe case in Municipal Corporation of (]rcater Bombay & Ols. v/s Indian
Oil Corporalion Ltd. [199 Suppl. SCC 18] neither relatc to inslallation ofAir Oonditioning
and Cooling System and Vcntilation Systcm nor cligibility ol ITC;

o that sincc all thc parts/machincs can be dismantlcd and taken elscw,hcrc without any
substanlial damage, thc machincs/ assels forming part of IIVAC syslcm arc movablc:

. that undcr scction 17(5)(c), ibid. Plant & Machinery arc spccifically excludcd;

. thal thc 'Vcntilation system'mcrits to bc classificd as work conlract supply as thc systcm
per se is an immovable propcrty;

. thal Vcntilation System arc intcgral parr of FIVAC contract awardcd to M/s Skai Air
Control; that thc grounds ofappcal pertaining to IIVAC is also applicablc to thc Vcnlilarion
Systcm.

'itcs
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7. I)crsonal hearing in the matter was held on 20.2.2024 wherein Shri

chitrcsh Gupta and shri I( Sharma, appeared on behalf of the appellant and reiterated

thcir submissions. They also submitted a brief note, explaining what a cooling

system in injection moulding is in addition to the cooling method of injection mould,

and cooling system design and water cooling system.

I)iscussio n s and Findings:

8. Wc have gone through the facts of the case as mentioned in thc Appcal

papers, thc I{uling of the GAAR, documents on record and oral as well as all the

written submissions made by the appellant.

9. We find that thc appellant had sought ruling from GAAR on the questions

mentioncd in para 3 supra which was decided vide the impugned order datcd

30.7 .2021.

10. 'l'he provisions ol'I'lC and blocked credit provided under sections l6 &

l7 of the CGS'I Act, 2017, states as under: [relevant extracts only]

(1) l^,cry registered person shall, subject lo such conditions and restrictions as may be
prc.scrihed and in the ntunner :specified in section 19, be entitled to take credit oJ'inp lax
churged on any supply o./ goods or serttices or both to him which are used or intendcd to
be u.red in the course or.furlherance of his business and the said ttmount shall be credited
to lhe elec'tronic credit ledger of such person.

Section I 7.. A rtionntcnl o credit ancl bbcked credits

(1) 11/hcre the goods or services or bolh are used by the registered person portly./br the
pltrposc of any businc.rs und partly .fbr olher purposes, the amounl of credil .rholl be
re.\lrictcd to so much o/ lhe input tor as is allributoble to the purposes o/ his busincss.

(2) ,llhcre the goods or .services or both are used by the registered per.son partly .for
e/fecting taxable supplics including zero-roted supplies under this Act or under the
Integruted Goods and Services Tax Act and partly for effecting exempt supplies under the

said ,4cls, the amount ol credit shall be reslricted to so much of the input lax os is
attrihutuble lo the said taxable supplies including zero-roted supplies.

/5 ) Notv,it hst anding unyt hing contained in sub-section ( I ) of .scct ion I 6 and subse tt ion ( I )
section l8 input tox crcdit shall not be atailable in respect <t/'the .following, namcly:-

(c) u'orks conlr cl services when su1tplied for conslruclion of an immovuble
property (othcr lhun plant und machinery) ercepl where il is on inpul servitc litr
./ rther suppl;, of worlcs controcl service:

\
i)
l/

t

\

\.--.

q/
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(d) goods or services or bolh received by a laxable person.fbr construction of an
immovable property (other than plant or machinery) on his own account including
when such goods or services or bolh are used in the course or .furlherancc of
business.

Explanalion. " lior the purposes of clauses (c) and (d). the expre.s.tion

'conslruction' includes re-conslruction, renoration, additions or ulteral ions
or repairs, to the extent qf capitalisation, lo the said immovable property:

Explanation.- I'or the purposes of this Chapter and Chapter Vl, the
expression "planl ond machinery" meons apparatus, equipment, ond
machinery fixed lo earlh by foundation or struclural support lhot are used

.for making oul\]ard supply oJ goods or sertices or both and includes .such

.foundation and structural supports but excludes-
(i) land, building or any other civil structures:
(ii) telecommunicalion lowers: and
(iii) pipelines laid outside the.fitctory premises.

I1. 'Imrnovable property' is not defincd under GSI'. Ilowever, irs defincd

under section 3(26) of the General Clauses Act, 1897 to include land, bencfits

arising out of land and things attached to thc earth, or permancntly fastencd to

anything attached to the earth. Likewise, section 3(36) of General Clauscs Act, 1 897,

defines "movable property" to mean property of cvery description, except

immovable property. Further, section 3 of the Transfer ol Prope(y Act, 1882

stipulates that unless there is something repugnant in the subject or contcxt,

"immovable property" does not include standing timbcr, growing crops or grass.

Section 3, further, defines the term "attached to the ear1h" to mean (a) rootcd in thc

earth, as in the case oftrees and shrubs (b) embedded to carth, as in the case ofwalls

or buildings and (c) attached to what is so embcddcd for pemancnt bcneficial

enjoyment of that to which it is attached. Thus, on a conjoint reading, "inrrnovable

property", essentially means something which is attached to the earth, or

permanently lastened to anything attached to the earth, or forming part of the land

and not agreed to be severed before supply or under a contract of supply.

12. We now move on to examine the contention of the appellant as 1o whether

they are eligible for ITC on air conditioning and cooling system and vcntilation

systcm, lor which this appeal is preferred.

t-) Air Conditionine & Coolins systcm and Vcntilation systcm

13.1 The appellant's contention is mentioned in para sapra and is not

repcated for brevity. I{owever, his primary contention still being that

System description has clearly specified requirements separately lor lact tal1.iI
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cantecn building and seruer room, it cannot be construed as one system merely on

accounl of issue of single work order issued to a single vendor; that the invoices do

not dcscribc the nature ofsupply because the vendor is supplying various machines

and not onc standalonc systcm thus invoices do not contain the description of any

systcrr; that the Air conditioning system is nothing but a group of inter-relatcd and

inlcr-dcpendcnt machincs perlbrming a desired task; that the TIVAC system is also a

rnachinc; that though the machines become paft of an Air conditioning systern, thc

individual machincs do not lose their identity; that the HVAC system is also a

rnachinc entrusted to providc cooling for all production processes and area and hencc

I'['C cannot be disallowed under section 17(5)(c) of CGST Act. Similar grounds

havc bccn taken even for the ventilation system installed in Plant and

Administration.

13.2 A conjoint rcading of sections l6( 1) and l7(5)(c), iDid, shows that I'['C can

bc availcd by a registercd pcrson subject to conditions and restrictions prescribed on

any supply of goods or services or beth, which are used or intended 1o be used in

thc course of furtherance ol'his business. The restrictions imposed [as far as thc

prcscnt contcxt is ooncernedl is that ITC is not eligible for works contract scrviccs

when supplicd for conslruction of any immovable property except when it is an input

scrvicc for further supply of works contract service. The only exception being when

thc works contract servicc is supplied for construction of plant and machinery. Thc

scction lurther gocs on to dcfine plant and machincry.

13.3 Now, as per www.electicalworkbook.com in a central air-conditioning

system, all the componcnts of the system are grouped together in one central room

and conditioned air is distributed from the central room to the required placcs

through exlcnsivc duct work. The whole system can be divided into three parts.

i) Plant room, which includes compressor, condenser and motor
ii) Air handling unit (ALIU room)
iii) Air distribution system (Ducting)

13.4 'l'hc plant room is localcd away from the room to be air conditioned. Othcr

componcnts are grouped togcther in a Al{U and conditioned air is circulated through

air distribution system i.e. ducting with the help of fan or blower to the room to bc

air-conditioncd. 'l'he air, which is to be conditioned, is directly allowed to flow over

thc cvaporator coil. I-ow pressure and temperature refrigerant passing throu
til

:it
, ./,

.._t.r,

cvapol'ator coii absorbs heat lrom the air. Thus, the air gets cooled.
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13.5 From the details mentioned in para 10 of the impugned ruling dated

30.7 .2021, we find that the work order awarded to IWs. Skai Air Control P I-ld., to

supply, install and commission IIVAC works for proposed factory, asscmbly,

administration, staff facility & associated works. The work order includcs amongst

other things even the maintenance and warranty of the air conditioning and cooling

system and the ventilation system. Thus the averment raised that the air conditioning

and cooling system and ventilation system, cannot be trcated as onc system and that

the vendor is supplying various machines and not one standalone systcm and that

the Air conditioning system is nothing but a group of inter-relatcd and intcr-

dependent machines performing a desired task; that they do not lose their identity, is

not a legally tenable argument. It is evident, from the photographs reproduced in the

impugned ruling dated 30.7.2021 at para 5.1, the Air Conditioning and cooling

system and ventilation system becomes a part ofthe building once it is installcd and

thereby an immovable property.

13.6 It is in this context that we would likc to relcr to CBEC's [now CBICI

Order No. 581112002-CX dated 15.01.2002, wherein under Para 5(iii), with rcgards

to l{efrigeratiorV Air-Conditioning Plants, it is mentioncd as follows:

"5(iii) llefrigeration/Air conditioning plants. These are hasically systems comprising oJ'

compressors. ducting, pipings, insulalors and somelimes cooling tou,ers etc. 1'hcy arc in lhe
nature ol systems qnd are nol machines as a whole. They come inlo exislence only by
assembly and connection of various components and parls. 'l'hough each componenl is
dtniable. the refrigeration/air conditioning system as a v,hole cannol be considered to be

excisable goods. Air conditioning unils, howeyer, would continue lo remain dutiable as per
lhe Central l*cise Tarif. "

Taking inference from the above Board's circular we find that the supply

of Air Conditioning & Cooling system & Ventilation system lalls undcr thc catcgory

of works contract service supplied for construction of an immovable propefty. We

would also like to rely on the judgement of the Hon'ble Supreme Court in the casc

of Globus Stores P. Limited 12011 (267)ELT 435 (SC)l wherein it was hcld thar air-

conditioning plant is an immovable properfy.

3. In the present appeals also, we are concerned wilh the air-condilioning plunl which is
lhe santa good as that o/ Virdi Brothers (supro).'l'he learned counsel appearing.fbr the
oppellant. however, has drav,n our allention lo the decision o/ this court in Commis.sioner
o[ ('antral Excise. Ahmedabad v. Solid & Correcl lingineering
181. In the said decision, this court had considered thc case o.f setting qt of Asphalt
Drum/Iktt Mix plant. Apart Jiom the ./act that the aforesaitl good is differenr fi.om the good
in queslion, even lhe circular which i.s reJerued to and relied upon by this Court in
ofVirdi Brothers (Supra) was not considered in thc said dccision us tha subject

Besides the oir-conditionin lottt rvtrs ott inuttovuble trt
Asphalt drum/Hot mix plant is a movahle article. T'herelbre, in our consid,

Page 7 of 8

Works - 2()10 (252) li.1..7

ol)

a

totally d i/Jirenr.

Case Citation: (2024) taxcode.in 20 AAARGST

www.taxcode.in



8

thc./Acls o/ both lhe cuses ure difJbrent and. lhere/bre, distinguishable. l.br what is required
to be decided in the present case stands already decidecl by this court in Virdi Brothers
(supra1. v'hich applie:; to the case in honcl u,ithfull force.

[emphasis supplicd I

13.7 As thc installation of the air conditioning and cooling system and

vcntilation system via a works contract service as pointed out above, makes it an

irnmovable propcrty, it ceascs to be a plant and machinery.

14. Wc agree with the Iindings and the ruling of thc GAAR vidc the impugned

order datcd 30.7.2021.'I-hc Appctlant, we find has not produced anything compelling

us to intcrlere with the findings of the GAAR.

15. In view of the foregoing, we confirrn the order of the GAAR and reject

the appeal filed by the appellant further holding that the appellant is not eligible to

avail ITC on supply of air conditioning and cooling system and ventilation systcm

since it ccascs to be a plant and machinery and is blocked under Section l7(5)(c) oi

CGS'I' Act, 2011 as thc same is works contract services for construction of an

inrmovablc propcrty.

l--6
(Samir Vakil)

Mcmhcr (SGST)

Placc : Ahmcdabad
Darc:21 .012024

(B V Siva Naga Kumari)
Member (CGST)

t
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