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Overview of the metal scrap industry

CA Sakshi Jhajharia

India is the second largest 
producer of steel in the world 
after China. As a big producer 

and user, the country's 
manufacturing sector is 

accelerating with various new 
projects.

With the increase in 
metal scrap 

production, it is 
necessary to recycle 

it and use it for a 
sustainable nature.

The global metal 
scrap recycling 

market is worth over 
USD 500 billion 

wherein India's share 
is USD 11 billion or 
2.2 per cent of the 

industry. 

When compared to the process of 
producing new metal, metal 

recycling is relatively cheap. It 
also increases the likelihood of 

recovering various precious 
metals, which could eventually 
propel India to self-sufficiency
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Recent news related to metal scrap
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Recent news related to metal scrap

“The two suspects are multimillionaires, owning metal 
and scrap factories. Over the last three years, they 
have caused huge loss to the government by availing of 
ITCs fraudulently. These businessmen, in order set-off 
their tax liability, used to claim ITC through bills in the 
name of bogus firms, which do not exist and were 
created only for this scam. The two were the end 
claimants of the input tax credit and had so far caused 
a loss of over ₹26 crore to the exchequer,” Avasthy
said, adding that police have so far arrested 32 
suspects in connection with the case.
Jindal is the owner and director of a Sonepat-
registered firm called M/s Brownie Metal and Alloys 
Pvt Ltd which had taken bills from 20 shell firms and 
claimed a credit of ₹17 crore, he added.
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Recent news related to metal scrap

A preliminary assessment pegged the fraudulent transactions at ₹1,170 crore, causing tax loss of ₹209 
crore, the State GST Department said on Thursday.

The joint state-wide operation by the State GST Intelligence and Enforcement Divisions, which is still in 
progress, was christened ‘Operation Palm Tree.’ The department termed it the largest such operation 
in this sector in Kerala.
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Sources of procurement of metal scrap

• Procurement from 
household is largely 
unorganised 

• Represented by 
kabariwala and 
aggregator

Household

• This source is largely 
organised 

• Smaller industries sell 
to aggregators

Industrial

• This source is 
generally organised 

Govt. authorised 
dealers



Understanding the supply chain

Co. A Co. B Co. E

Bill to

Sale of scrap 
without invoice

1

2

3

Co. CIssuance of 
invoice without 

sale of scrap

Co. D

Ship to3

Bill to
3



Statutory Provisions – Section 16(2)

Notwithstanding anything contained in this section, no registered person shall be entitled to the credit of any input tax in 
respect of any supply of goods or services or both to him unless,––

(a) he is in possession of a tax invoice or debit note issued by a supplier registered under this Act, or such other tax paying 
documents as may be prescribed;
(aa) the details of the invoice or debit note referred to in clause (a) has been furnished by the supplier in the statement of 
outward supplies and such details have been communicated to the recipient of such invoice or debit note in the manner 
specified under section 37;
(b) he has received the goods or services or both.
[Explanation.-For the purposes of this clause, it shall be deemed that the registered person has received the goods or, as the 
case may be, services––
(i) where the goods are delivered by the supplier to a recipient or any other person on the direction of such registered person, 
whether acting as an agent or otherwise, before or during movement of goods, either by way of transfer of documents of title 
to goods or otherwise;
(ii) where the services are provided by the supplier to any person on the direction of and on account of such registered person.
(ba) the details of input tax credit in respect of the said supply communicated to such registered person under section 38 has 
not been restricted;
(c) subject to the provisions of section 41, the tax charged in respect of such supply has been actually paid to the Government, 
either in cash or through utilisation of input tax credit admissible in respect of the said supply; and
(d) he has furnished the return under section 39:



Statutory Provisions – Section 41

(1)  Every registered person shall, subject to such conditions and restrictions as may be prescribed, be entitled to avail the 
credit of eligible input tax, as self-assessed, in his return and such amount shall be credited to his electronic credit ledger.

(2) The credit of input tax availed by a registered person under sub-section (1) in respect of such supplies of goods or services 
or both, the tax payable whereon has not been paid by the supplier, shall be reversed along with applicable interest, by the said 
person in such manner as may be prescribed:

Provided that where the said supplier makes payment of the tax payable in respect of the aforesaid supplies, the said 
registered person may re-avail the amount of credit reversed by him in such manner as may be prescribed.



Statutory Provisions – Rule 37A

Reversal of input tax credit in the case of non-payment of tax by the supplier and re-availment thereof.- 

Where input tax credit has been availed by a registered person in the return in FORM GSTR-3B for a tax period in respect of 
such invoice or debit note, the details of which have been furnished by the supplier in the statement of outward supplies in 
FORM GSTR-1, as amended in FORM GSTR-1A if any, or using the invoice furnishing facility, but the return in FORM GSTR-3B for 
the tax period corresponding to the said statement of outward supplies has not been furnished by such supplier till the 30th 
day of September following the end of financial year in which the input tax credit in respect of such invoice or debit note has 
been availed, the said amount of input tax credit shall be reversed by the said registered person, while furnishing a return in 
FORM GSTR-3B on or before the 30th day of November following the end of such financial year:

Provided that where the said amount of input tax credit is not reversed by the registered person in a return in FORM GSTR-3B 
on or before the 30th day of November following the end of such financial year during which such input tax credit has been 
availed, such amount shall be payable by the said person along with interest thereon under section 50.

Provided further that where the said supplier subsequently furnishes the return in FORM GSTR-3B for the said tax period, the 
said registered person may re-avail the amount of such credit in the return in FORM GSTR-3B for a tax period thereafter.
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Recent amendments in GST (1/3)

NOTIFICATION No. 06/2024-Central Tax (Rate) dated 08-10-2024 w.e.f. 10-10-2024

Amendment in RCM Notification

S. No. Tariff item, sub-heading, 
heading or Chapter

Description of supply of 
Goods

Supplier of goods Recipient of supply

(1) (2) (3) (4) (5)

8. 72, 73, 74, 75, 76, 77, 78, 79, 
80 or 81

Metal scrap Any 
unregistered person

Any registered person
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Recent amendments in GST (2/3)

NOTIFICATION No. 24/2024-Central Tax dated 09-10-2024 w.e.f. 10-10-2024

Amendment in Notification 5/2017- Central Tax

specifies the persons who are only engaged in making supplies of taxable goods or services or both, the total tax on which 
is liable to be paid on reverse charge basis by the recipient of such goods or services or both under sub-section (3) of 
section 9 of the said Act as the category of persons exempted from obtaining registration under the aforesaid Act.

“Provided that nothing contained in this notification shall apply to any person engaged in the supply of metal 
scrap, falling under Chapters 72 to 81 in the first schedule to the Customs Tariff Act, 1975 (51 of 1975).”
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Recent amendments in GST (3/3)

NOTIFICATION No. 25/2024-Central Tax dated 09-10-2024 w.e.f. 10-10-2024

Amendment in Notification 50/2018 - Central Tax

RCM: any registered person receiving supplies of metal scrap falling under Chapters 72 to 81 in 
the First Schedule to the Customs Tariff Act, 1975 (51 of 1975), from other registered person

Exception: Provided also that nothing in this notification shall apply to the supply of goods or services or 
both, which takes place between one person to another person specified under clauses (a), (b), 

(c) and (d) of sub-section (1) of Section 51 of the said Act, except the person referred to in clause 
(d) of this notification.
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Advisory REG – 07 (Oct 22nd, 2024) 

GSTN has introduced an update to facilitate the registration compliance for buyers of metal scrap through 
form GST REG-07. This update follows the new GST provisions for metal scrap buyers as outlined in the advisory 

issued on October 13.
Taxpayers in this category are required to select "Others" in Part B of Table 2 under the "Constitution of 

Business" section. A text box will appear where the taxpayer must enter “Metal Scrap Dealers.” This entry is 
mandatory for those selecting the "Others" option. Once this is completed, the remaining details in form GST 

REG-07 should be filled and submitted on the common portal to meet the registration requirements as per 
Notification No. 25/2024 - Central Tax, dated October 9, 2024.

Please click here for more details.



Presented by:
Sakshi Jhajharia, ACA
9163122692
sakshijhajharia97@gmail.com
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Chapter 72  Iron and Steel
Chapter 73  Articles of iron or steel
Chapter 74  Copper and articles thereof
Chapter 75  Nickel and articles thereof
Chapter 76  Aluminium and articles thereof
Chapter 77  Blank
Chapter 78  Lead and articles thereof
Chapter 79  Zinc and articles thereof
Chapter 80  Tin and articles thereof
Chapter 81  Other base metals; cermets; articles thereof



Notification No. 50/2018 – Central Tax

(a) an authority or a board or any other body, -

(i) set up by an Act of Parliament or a State Legislature; or

(ii) established by any Government,

with fifty-one per cent. or more participation by way of equity or control, to carry out any function;

(b) Society established by the Central Government or the State Government or a Local Authority under the Societies 
Registration Act, 1860 (21 of 1860);

(c) public sector undertakings.

(d) any registered person receiving supplies of metal scrap falling under Chapters 72 to 81 in the First Schedule to the 
Customs Tariff Act, 1975 (51 of 1975), from other registered person



Tax deduction at source.

51. (1) Notwithstanding anything to the contrary contained in this Act, the Government may mandate,––
(a) a department or establishment of the Central Government or State Government; or
(b) local authority; or
(c) Governmental agencies; or
(d) such persons or category of persons as may be notified by the Government on the recommendations of the
Council,

(hereafter in this section referred to as “the deductor”), to deduct tax at the rate of one per cent. from the payment made
or credited to the supplier (hereafter in this section referred to as “the deductee”) of taxable goods or services or both,
where the total value of such supply, under a contract, exceeds two lakh and fifty thousand rupees:

Provided that no deduction shall be made if the location of the supplier and the place of supply is in a State or Union
territory which is different from the State or as the case may be, Union territory of registration of the recipient.

Section 51



In pursuance the advisory issued on October 13 regarding the "New GST provision for metal scrap transactions," the GST 
portal has been updated to facilitate registration compliance for buyers of metal scrap through form GST REG-07. 

Taxpayers in this category are required to select “Others” in Part B of Table 2 under the title “Constitution of Business” 
section. 

This selection will open a text box where the taxpayer must enter “Metal Scrap Dealers”. Please note that this entry is a 
mandatory field for those selecting “Others” in Table 2. 

Once this is completed, the remaining details in the GST REG-07 form must be filled and submitted on the common 
portal to comply with registration requirements as per Notification No. 25/2024 - Central Tax, issued on October 9, 2024. 

A screenshot of the form GST REG-07 is enclosed below with the relevant sections highlighted:
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