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GUJARAT APPELLATE AUTHHORITY FOR ADVANCE RULING |
GOODS AND SERVICES TAX PN |

/5, RAJYA KAR BHAVAN, ASHHRAM ROAD, S MARKET

ATIMEDABAD — 380 009.

ADVANCE RULING (APPEAL) NO. GUI/GAAAR/APPEAL/2025/05
(IN APPLICATION NO. Advance Ruling/SGST&CGST/2023/AR/03)

Date : 22.01.2025

‘Name and address of the | : | M/s. DOMS Industries P L.td., |
appcllant Plot No. 117,

52 IHector Lixpansion Arca, New GIDC,

Umbergaon, Valsad -396171

| | | Gujarat

' GSTIN of the appellant . [ 24AAACWG6T34A17P

Center Commissionerate — Surat

Division — XII- Umbergaon

Range -V

' Advance Ruling No. and |: | GUJ/GAAR/R/2022/52 dated 30.12.2022

| Date |

' Date of appeal . 28.01.2023 |
' Date of Personal IHearing ;1 8.11.2024
Present for the appellant .| Shri Rahul Shah, Authorized signatory,

Shri Santosh Sonar and Shri Kceshar Soni.

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 Secrvices Tax
Act. 2017 (hereinafter referred to as the “‘CGS'T Act, 20177 and the ‘GGS'T Act,
2017°) arc pari materia and have the same provisions in like matter and differ [rom
cach other only on a few specilic provisions. Therclore, unless a mention s
particularly made to such dissimilar provisions, a relerence to the CGS'T Act, 2017
would also mean reference to the corresponding similar provisions in the GGS'T

Act, 2017.

2. The present appeal is filed under Section 100 of the CGST Act, 2017 and
the GGST Act, 2017 by M/s. DOMS Industries P L.td., (hercinafter referred to as
Appellant) against the Advance Ruling No. GUI/GAAR/R/2022/52  dated

30.12.2022.

3. Briclly, the facts are enumerated below for case of reference:

e the appellant is a manufacturer & supplicr of stationery items:

e the applicant supplics the goods in a combination with other products viz
[a] DOMS A1 pencil. This consist of 10 pencil along with a sharpener & =
crascr.
|b| DOMS Smart Kit. This is a gilt pack which consists ol a colouring
book. two pack ol pencils. once pack of colour pencil. onc pack ol oil
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pastels, onc pack ol plastic crayons. onc pack ol wax crayons, onc crascr.
onc scale and one sharpener.

lc| DOMS my first pencil kit. It consists ol a pencil. crascr. scale and a
sharpencr.

e Jhat conscquent to the 47" meeting of the GS'T Council, vide notification No.
6/2022-CT (R). GST ratc was incrcased on pencil sharpener, Scales &
mathematical instruments sets from 12% to 18%:

e the applicant feels that he satisfies the four conditions to term the aforesaid supply
as “composite supply .

4, In view of the foregoing facts, the appellant had sought Advance Ruling
on the following questions, viz:

(i) Whether the supply of pencils sharpener along with pencils being principal supply
will be considered as the composite supply or mixed supply?

(ii) What will be the 1ISN code to he used by us in the above case.

(iii) Whether supply of sharpener along with the kit iaving a nominal value will have
an impact on rate of tax. If ves, what will be the rate of tax & SN code (o be used

by use.

5. Conscquent to hearing the applicant, the Gujarat Authority for Advance
Ruling | GAAR], recorded the following findings viz

o the applicant has on his own stated that sharpencr & craser are included as
accessories: that an accessory is not cssential to the product:

e the dictionary meaning ol accessory suggest that the pencil sharpener & craser
supplied with the pack is not an integral part of the pencil but it is uscful for the
pencil:

e pencil sharpener & craser are not naturally bundled & all these products cannot be
considered as madc in conjunction with cach other in ordinary coursc ol business:

o the argument that in the industry all the goods are sold together is not tenable:

o that few in the industry adopt such marketing of supplying he goods together:

e (hat the products arc supplicd independently also:

o that the goods arc not naturally bundled:

e that it is very difficult to determine the principal supply:

e that it [ulfils all the conditions of’a mixed supply:

e that recourse to GRI is not proper since what is being decided is nature ol supply
and not classification of the product.

6. The GAAR, thereafter, vide the impugned ruling dated 18.10.2021, held

as follows:

(i) the supply of pencils sharpener along with pencils is covered under the category
ol “mixed supply’:

(i) as discussed in para 21.1 of the impugned ruling.

(iii) yes the supply of sharpencr along with the kit having a nominal value will have
an impact on rate of tax. As discussed in para 21.2 and 21.3 of the impugned

ruling.

7. Aggrieved by the aforesaid advance ruling, the appellant is before us,

raising the following contentions, viz
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that the 1ISN code serves as a yardstick for determining the classification of the
product whether sold individually or in scts:

that the mechanism of classification of the goods along with the GIR as stipulated
under Customs Law would apply under GST as well:

that where goods are classifiable under two or morce heading. classification nceds
to be undertaken based on Rule 3 of GIR:

that in casc of sale of ‘compositc goods consisting ol dillerent
materials/components and goods put up in scts for retail sale. Rule 3(b) of GIR is
to be applied:

explanatory notes define the term ‘eoods put up in scts for retail sale™:

further for determination of the goods which provides essential characteristic,
reference can be made to the explanatory notes issucd by WCO:

that since all the conditions as specified in explanatory notes for the term “goods
put up in sets for retail sale™ is satisfiecd & since pencil provides the cessential
characteristic. the TISN code to be used for DOMS Al pencil should be the onc
applicablc:

GST Council in its 47" meeting reccommended change in GST rate vide
notification No. 6/2022-C'I' (R) wherein the GST rate was increased on penctl
sharpener & Scales & mathematical instruments scls rom 12% to 18%.

the appellant relies on the ruling passed under US Customs Law on classilication
of stationery set consisting ol two regular pencils:

that supply of pencils with sharpener and craser is a composite supply & meets all
the conditions:

that major manufacturcrs arc following this trade practice since decades:

that perception of the customer is also a determinant factory: '

that mere marketability of goods/services independently  cannot be a decisive
factory not to qualily as composite supply:

that onc of the important aspect of principal supply is that the other supply should
be ancillary to the principal supply: that the term ancillary is not defined under
CGST Act: that they would like to rely on the case of Varced Jacob i wherein
meaning assigned to word “ancillary in the Taw lexicon as been aceepted:

that the concept of principal supply is similar to Rule 3(b) of GIR. which provides
for essential character: that the principles laid down for determining eoo0ds
providing essential character to a set can also be extended determine the principal
supply.

Personal hearing in the matter was held on 8.11.2024 wherein Shri Rahul

Shah, authorized signatory, Shri Santosh Sonar and Shri Keshar Soni, appceared and

reiterated the submissions made in the appeal. During the course of personal

hearing a compilation containing copy of the appeal papers alrcady filed, along

with copies of the following was submitted

la] Copy of the ruling passed under US Customs |Cross ruling N245467 datcd
10.9.2013]:

|b| photocopy of images of similar product sold by major industry player:

[¢] GS'T rate changes ol pencil sharpencer

[d| photocopy of the answer of the Hon"ble the Minister ol State for FFinance in the
Rajya Sabha to unstarred question No. 1043 dated 12.12.2023. along with
annexurc:

FAIR 1984 SC 744
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#) 5 e .
|¢| ruling of GAAR in the case ol Baroda Medicare P Ild . Samccra Trading
C ()mpdm* . South Indian Federation of Iishermen Socictics', Jainish Anantkumar
Patel’, [P India Sales P 1.td".

FINDINGS

9. We have carcelully gone through and considered the appeal papers,
written submissions filed by the appellant, submissions made at the time of

personal hearing, the Advance Ruling given by the GAAR and other materials

available on record.

10. To summarize, the GAAR vide its impugned ruling held that supply of
sharpener along with pencil, i1s a mixed supply; that in case ol mixed supply,
comprising two or more supplics, shall be treated as supply of that particular supply
attracting higher rate of tax; that supply of sharpener [along with kit] having

nominal value, will have an impact on rate of lax.

11; On going through the grounds & prayer of the appellant, it i1s forthcoming

that the appellant is agerieved only in respect of their product ‘DOMS Al pencil’,

which consists of 10 pcs of pencil, one crascr and one sharpener.  We therefore,

limit our ruling to the said product only.

12 The averment raised by the appellant is that for determination of the

eoods which provides essential characteristic, reference can be made to the
explanatory notes issued by WCO; that as pencil provides the essential
characteristic, the 11SN code to be used for DOMS Al pencil should be the one
applicable; that supply of pencils with sharpener and eraser is a composite supply
& meets all the conditions.

13. This averment stands answered by the GAAR in para 19. We find that
the GAAR has examined it by testing it with the four conditions which need to be
satisfied for a supply to fall within the ambit of ‘composite supply’. GAAR has
held that supply of 10 pencils, one craser and one sharpener in a single box, named

DOMS Al, is not ‘naturally bundled’, that thcy are not made in conjunction with

F2021(53) GS T 495 (AAR-GST-Guj)
12019 (31) GSTL 375 (AAR-GST-Guj)
'2021(52) GSTI. 466 (AAR-GST-Ker)
2022 (59) GSTL 111 (AAR-GST-Guj)
2019 (29) GSTL 756 (AAR-GST)
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cach other in ordinary course of business & that nonc of the supply 1s

principal/predominant supply. We find that in the additional submissions
submitted on 8.11.2024, during the course of personal hearing, on page 82, an
extract for guidance as per service tax education guide issued by CBIC is placed,
wherein under para 9.2.4, the manner of determining if the services are bundled in
the ordinary course of business, is placed, viz

3 Guidence as per Service Tax Education Guide issusd by CBIC

9.2.4 Mannor af datermining it the services are bundled in the ardinary course of business

\Whethar sarvices are bundiss ir tha prdinary course of busINESs would 08pENnd UPOA N8 nofmal o (requen

Bractices fllawed | tha area of Business 1o whih services retate. Such normal and frequent pracices
adopted m o business can be ascartaned rom several indcalors some of which are listed below -
o The perception of 11e corsumer or the service receiver If arge numbar of sefvVIGE reteiver
ers of sueh
bundle of services reasonabiy expect such services 1o be provided as 3 package then such a package
£oukt be Ireated as naturally burdied i the ordnary course of business
= Maanty of service providers in a parcular areas of business prowide similar bundle of services For
Galal sibie o e o Based 2
ample. bundle of catenng oo board and transpon by air s a bundle nffered oy a maenty of aiflines
Tne nature of i & ;
¢ of the vanous services n a tundie of services will alsa help in determining whether the
SHIVICES & [ Hdng : :
are bundled in the ardnary course of busness If the nature of serices 5 such thal ana of e
SLONCEL 5 the Man service O ; .
" man service and the ather serices combined with Such service are in the nature of
Incidental ar ancilary 5 . e
SEMNICES wihrch help n beter enjoy
S, ; I3 <r enjoyment ot @ man service. For example sarvice
¥ i 3 natel 1S ohen combined with a service or imundenng of 3-4
ke 9 4 llems of clothing free of cost per
¥ SENICE 15 ancillary service 1o the provsion of hotei ge i :
e el atcommodation and tho reculiand
E Hid b treated as services natwally bundied in the ording . ¥
o Other diistrateg (e o o i
strat inghay % N oelermanatve BUt indcal
inabve butindicative of bundiing cf

of biisiness are - SEMVICES in Oldinary couree

# Thersisas 5 " & Sm
0 IS 3 smgle L 2 =
3 single e = CUSEOME D3y the same ame wril

1D Maller new meh of

S 18 pALKAgE
" Ty Btverlised s a pacxage
- e diferent s -
diflerent eiemants ace not avaiatie SEQArately
= The diftarant i
ierent elemanis are imeqra
; 2aral fu une overall supply — of
e SUDRly woud be affectey s e

Ne straight jack TMUE CAN Be g dow 12 dotermin whather 4 gan,. 5 natura A=
It jacker formuia ¢ u
B i
f b ' down ta ditgs ling &l o
wiher a service |
turally bundleg m the

ardrary Course af
SIUISE of Business Eacp a
Ea0n ense has 1o pe ndivi ally g
HAY Bramined in th

s0ma of which ara ol

P s biaed
abiave e Dackdrop of severg! lactors

14, As is evident, though issued in respect of services, the analogy of the
word naturally bundled can be adopted even in respect of goods. The supply in
present case, is not naturally bundled as many of the indicators as mentioned supra
are not satisfied. Further, nothing is produced to substantiate the fact that pencil
provides the essential characteristic, as far as supply of product DOMS AT, is
concerned. GAAR has further examined whether the product DOMS A1, meets the
condition to fall under the ambit of mixed supply. Conscquently, vide the ruling it
was held that the product meets with the conditions of mixed supply and that the
applicant is required to use the TISN code of the product which attracts the highest
rate of tax among all the taxable supplies containing in a pack/box, in terms of

section 8. ibid. We, concur with the said findings ol the GAAR.

15. The appellant’s next averment is that the TISN code is a yardstick for
determining the classification of the product whether sold individually or in sets;
that the mechanism of classilication of the goods along with the GIR as stipulated

under Customs law applics under GST also; that where goods are classifiable under
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two or more heading, classification nceds to be undertaken based on Rule 3 of GIR;
that in case of sale of composite goods consisting of different materials/components
and goods put up in scts for retail sale, Rule 3(b) of GIR is to be applied; that the

cxplanatory notes define the term ‘goods put up in sets for retail sale’.

16. The relevant extracts of General Rules for Interpretation [GRI| of the

IISN, is as under

3. When by application of Rule 2 (b) or for any other reason, goods are, prima facie,
classifiable under nwo or more headings, classification shall be effected as follows.

(a) The heading which provides the most specific description shall be preferred to
headings providing a more general description. However, when two or more headingys
each refer to part only of the materials or substances contained in mixed or composite
goods or to part only of the items in a set put up for retail sale, those headings are to be
regarded as equally specific in relation (o those goods, even if one of them gives a more
complete or precise description of the goods.

(b) Mixtures, composite goods consisting of different materials or made up of different
components, and goods put up in sets for retail sale, which cannot be classified by
reference to 3 (a), shall be classified as if they consisted of the material or component
which gives them their essential character, insofar as this criterion is applicable.

(¢) When goods cannot be classified by reference 1o 3 (a) or 3 (b), they shall be classified
under the heading which occurs last in numerical order among those which equally merit

consideration.
17. We¢ note that in paragraph 21.2, GAAR, has addressed the
alorementioned contention.  The relevant extract of the CGST Act, 2017, which
governs the nature of the such supply, states as under:

Section 2. Definitions.-

In this Act, unless the context otherwise requires,-

(30) "composite supply” means a supply made by a taxable person to a
recipient consisting of two or more taxable supplies of goods or services or
both, or any combination thereof. which are naturally bundled and supplied
in conjunction with each other in the ordinary course of business, one of
which is a principal supply;
[lustration.- Where goods are packed and transported with insurance,
the supply of goods, packing materials, transport and insurance is a
composite supply and supply of goods is a principal supply;

(74) "mixed supply" means two or more individual supplies of goods or
services, or any combination thereof, made in conjunction with each other by
a taxable person for a single price where such supply does not constitute a
composite supply.
Hlustration.- A supply of a package consisting of canned foods, sweets,
chocolates, cakes, dry fruits, aerated drinks and fruit juices when
supplied for a single price is a mixed supply. Lach of these items can
be supplied separately and is not dependent on any other. It shall not
be a mixed supply if these items are supplied separately.
Page 6 0f 9



Section 8. Tax liability on composite and mixed supplies.-

The tax liability on a composite or a mixed supply shall be determined in the
following manner, namely .-
(a) a composite supply comprising two or more supplies, one of which is
a principal supply, shall be treated as a supply of such principal supply.
and
(b) a mixed supply comprising two or more supplies shall be treated as a
supply of that particular supply which attracts the highest rate of tax.

We find that the CGST Act, defines a composite/mixed supply. Additionally,
CGST Act, 2017, thereafter, specifies the tax liability in such case wherein a supply
falls within the ambit of either a composite/mixed supply. We have alrcady held
that the product ‘DOMS Al pencil’, is a mixed supply, the product not being
naturally bundled, not having a principal supply and not supplied in conjunction
with cach other in the ordinary course of business. Now, for the sake of argument,
even il we were to examine the claim of the appellant, we lind that the product of
the applicant, in question, would not fall cither within Rule 3(a) or 3(b) of the GIR,
lcaving us with the only alternative of resorting to Rule 3(¢). The question then
which would arise is whether Rule 3(¢) of the GRI or Scction 8(b), of the CGST
Act, 2017, would prevail. It is a trite law that when the scction is unambiguous, the
averment of the appellant to take the assistance GRI for deciding the nature of
supply, classification and rate of tax, is not legally tenable. We therefore, reject this

submission of the appellant.

| 8. Lastly, the applicant has relied upon various rulings, forcign and
others.

la] US Customs ruling |Cross ruling N245467 dated 10.9.201 3]. Having gonc through the
tarifl classification ruling. we find that it is for a sample identilied as Disncy Ruler
Stationery set, consisting of two regular peneils. one craser. onc pencil sharpener & one
ruler. The Ruling classifies the product under 9609100000 by relying on GRI 3(b).
holding the pencil to be providing an essential character to the product. However, whal
needs to be understood is for making a judgement applicable. the facts are to be similar.
Any distinction, would render the reliance, untenable in law. We arc not awarc as o
whether the definition of composite. mixed supply are the same. lurther, there is nothing
produced on record. to substantiate. that there is a scction in the US customs. similar to
Section 8 of the CGST Act. 2017. In view of the foregoing. we [ind that the reliance is
not legally tenable.

|b| Rulings in the case of Baroda Medicare P Ltd ' Samecera Trading Company®, South
5 i . — \ - ¥} i & 1) d :
Indian I'ederation of FFishermen Socicties . Jainish Anantkumar Patel and [P India Sales
eor gl
Pitd .

2021 (55) GSTL 495 (AAR-GST-Guj)
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We have gone through the facts of the aforementioned rulings. The services/goods
involved. not being similar. the reliance on the same 1s not legally tenable.

19. We have in the carlier paragraphs stated that we concur with the findings
and the ruling of the GAAR vide the impugned ruling. Ilowever, with the change
in the rate, we wish to answer the questions posed for advance ruling as under
taking into consideration the change in the rate of GST*

Question 1: Whether the supply of pencils sharpener along with pencils being principal
supply will be considered as the composite supply or mixed supply?

Ruling : "The supply of pencils sharpener along with pencils under product DOMS Al is
covered under the category of “mixed supply’.

Question 2: What will be the TISN code to be used by us in the above case.

Ruling : In consonance with ruling to question 1, since it is a mixed supply, the IISN code of the
supply which attracts the higher rate of 1ax among all the taxable supplies contained in product
DOMS AL, is required to be used. The present GS'T rate is as under

Sr. | Product [ISN GST T GST notification
No. _ code rate | )
‘ I | Pencil Sharpener 8214 12% Sr. No. 1864 of Schedule 1T of
| notification No. 1/2017-C'T
| (Rate), as amended. [effective
| | Sfrom 1.3.2023] i
[ 2 Pencils (including [ 9608/ | 12% Sr. No. 233 of Schedule 1 of
propelling or sliding 9609 notification No. 1/2017-CT
pencils), cravons, (Rate), as amended.
pastels, drawing
charcouls & tailors
| chalk |
3 Frasers 4016 1' % Sr. No. 191 of Schedule | of
, ' notification No. 1/2017-CT
I _ | (Rate), as amended.

t# changes in the rate of GST in respect of pencil sharpener

LISN code Product GSTrate _

T i Upto 17.7.2022 From 17.7.2022 to | From 1.3.2023
| ' 28.2.2023 _

8214 | Pencil sharpener ’ 12% 18% | 12%

Question 3: Whether supply of sharpener along with the kit having a nominal value will
have an impact on rate of tax. If ves, what will be the rate of tax & 1SN code to be used
hy use.

Ruling = Yes, the supply supply of the sharpener along with the kit having a nominal value will
have an impact on rate of tax. The rate of tax will be 12% and the TISN code, in respect of mixed

¥2019(31) GSTL 375 (AAR-GST-Guj)
72021 (52) GSTL 466 (AAR-GST-Ker)
2022 (39) GSTL 1T (AAR-GST-Guj)
2019 (29) GSTL. 756 (AAR-GST)

Page 8 of 9



9

supply Jie product DOMS A1 [ will be the supply which attracts the higher rate of tax among all
the three supplies ie 8214 or Y608 or 960)9.

20. In view of the above findings, we reject the appeal filed by appellant M/s
M/s. DOMS Industries P 1.1d., against Advance Ruling No. GUJ/GAAR/R/2022/52

dated 30.12.2022 of the Gujarat Authority for Advance Ruling.

N

( Rajeev Topno) (B V Siva Naga Kumari)
Member (SGST) Member (CGST)

Place: Ahmedabad
Date: 2z 01.2025
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