MAHARASHTRA AUTHORITY FOR ADVANCE RULING
(Constituted under section 96 of the Maharashtra Goods and Services Tax Act, 2017)

BEFORE THE BENCH OF

[1) Shri B. V. Borhade, Joint Commissioner of State Tax
(2) Shri Pankaj Kumar, Joint Commissioner of Central Tax

GSTIN Number, if any/ User-id : T AAACCHEIFZT

Legal Mame ol Applicant HP India Sales Private Limited

Fegistered Address; Address provided while | 3 floor North Side, Commerz, 1ah Inteenational
oblaining user id | Business Park, Oberoi Garden City, Off Western |

Express Highway, Goregaon Eash Mumbai,
% haharashtra - 400063

Details of application GET-ARA, Application No, 38 Dated 12032018
Concerned officer Deputy Commissioner of State Tax (E-618)
[ = | Large Tax Linit - 3, Mumbmi

Mature of acfivity(s) (proposed [ present} in '
| respect of which advance ruling sought
A _’ Cateprory Whilesale Business
B | Description (in brief) Supply of indigo press printing ink as a bundle
. along with supply of anclllaries comprising of ail,
binary ink developer, bil;, blanket, print imaging
plate and other machine products
Issue/ s on which advance ruling requined {i)Classification of goods and /or services or both
{iii} determination of the ime and value of supply
of goods or sorvices oF both }
Cruestion{s) on which adyvance ruling is required | i Classification of printing ink supplied along
., with consumaliles under GST

il. Determination of Hme and value of supply of

printing ink with consumables under the

| Indigo press contract B |
PROCEEDINGS

M action 98 of the Central Goods and Services Tax Act, 2017 and the Maharashtra Goods
foes Tax Act, 2017)

# The prasentapplication has been filed under section 97 of the Central Goods and Services Tax Act,

=117 and the Maharashtra Goods and Services Tax Act, 2017 [hereinafter referred to as “the CGST Act ard

MGST Act”] by HP India Sales Private Limited, the applicant, seeking an advance ruling in respect of the

fnllowing guestions:

i Classification of Electroink supplied along with consunniles wieder GET; and
i Dietesmination of time trd vatug of supply of Electrolrk with consumakies u mider the tndigo press
Contract

At the outset, we would like to make it clear that the provisions of bath the CGST Act and the MGST Act
are the same except for certain provisions. Therefore, unless & mention & specifically made to such
dissimilar provisions, a reference to the CGST Act would also mean a reference 0 the same provision
ander the MOST Act, Further to the earlier, henceforth for the purposes of this Advance Ruling, a reference
b such & similar provision under the COST Act / MGST Act wouk] be mentioned as being under the “GST
Act”,

L FACTS AND CONTENTION - AS PER THE APTLICANT
The submissions, s reproduced verhatim, coubd be sean thus =

STATEMENT OF RELEVANT FACTS HAVING A BEARING ON TilE DUESTION(S| ON WITICH ADVANCE
RULING IS REQUIKELD.
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g , The arrangement is diapgrammatically explained below:

W, HP India Sales Private Limited (hereinafter referred fo as "the Applicant” or "We"), being fucable person
registered under Secion 22 of the Maharashtra Shate Goods and Services Tax Act, BAT (referred s ™SGST
Act™ read with Ritle 24 of the Maharashtra Goods and Services s Rulbes, 2017 (referred as "MSGST Rules™),
having GSTIN Z7 AAACCISEZF1 21, are engaged inter alia in providing printing supplies to be wsed in HPs
Inlige press machines supplied to customens.

The HP Indige digital printing press (hosoinaftor referred as HF Indigo) i a printing press unigaely designed
for onsuring best quality peints in the industry abong with wide colour gamut, substrase versatility, spid,
productivity and with the ability b vary every printed opy.

The HP Indigo machine s based on a unigue digital offset coloar technology specially desprned 1o cater Lhe
printing requirements of large scale print service providers. The HE Indigo printess are significantly different
from other office ard [ndustrial wse printers doe to the specializal lkuid ink (hemimalter refernisd as
Electrolnk] boing used in it prind procass,

Additicnally, sncillaries comprising of oil, binary ink devcloper, bib, Bankat, print imaging plate and other
machine products (hereinafber collictively referred as “consumablesT) are also comsusmed in the Indipo pres
machines in the conrsa of effeding prints.

A write up on HF Indigo presses is enclosed as Anrexure | - Background document on HF Indigo printing
devices providing a details of the HP Indigo press technology, its haracteristics and consampiion

In this regard, the Bectrobnk along with the consumables are directly impotted by the Applicant froa iis
eversens suppliers al the customs port sstuated In Mumbai wheretrom the said grds are cleared on payment
ol applicabbe customs duties including [GST. The powds ang stoved at the Appliwants warchouse in
Pl nharashira.

Farther, the Applicant has comtraciod with a taxable person sogistorad under C5T 8o be 115 authorzed resalber
and diztributor of such poods b varisas costomers across India.

The terms of contract between the Applicant and the authorized reseller stipulates the conditions, prices,
discount, mode of neceiving orders, billing and payment terms In relabion to supply of Blectralnk wilh
cansumables. Impostantly, the contract stipulates that the supplies shall be the property of the Applicant tll
sach time the supplies are utilized in the prosses by the customer for effecting prings.

Furiher, the Flectrolnk along with the consumaldes are moved by the Applicant 1o the suthorised rescller
locatkons in the States of Tamil Mada, Gujeral and Punjab under a dolivary challan along with the necessary
roud permit, where applicable.

Pursuant to the same, siach goods are transported by the authorized reselier bo the respective customer
locations as seprogaled peographically across India.
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| Povertent of supplies |

The Appilcant has cuntracted vwith authorized roccllers far making supphies of Electroink with consumabies
o b used im HIP Indigo presses by the customers of HP Indign presses on a back 1o back hasis,

The agrecment between the Applicant and the reseliers is enclosed as Annexure 2 - HP Indige Supplier
Resaller Agroement, detailing the contractual obligations ard ather termes of agresment.

The resallors also have entered into agreements with the end customers for onwand sales ol such printing
supplies. Sample agreement between the reseller and the end cusiomer & enclimed as Annexare X

The billing for such arrangement shall be based on "per click basls” calculated on a moathly basis depending
o ths serbes of Indign press machine pertaming to which the goonds sre supplied, number of dicks and the
typ ol print performek.



1o Te illustrate, assuming & customes uses e printer o ke T prints ina month and each print costs Rs 10/ -
. then the custosrer shaldl be billled B 1,000 for the Electnlnk a]-nnﬁ with the consumables wsesd for the monilh.
17 Accordingly, when the nenning statement of accounis are collated for the respeclve end customers, the
.‘l.ﬁ'.-lxanl: rasses a corsolidated involoe For the click cl'u.rﬁu o thee reseller 5-.1t11|1t¢-1;::-|;|-"-' of the lrwveics saised

by the Applizant an Hue resoller is eiclosed ag Annegure 4,
14. Aldse ther resoller raises an valee on each of the end customers besed on the comitrachaal arrangameant
botween the reseller and e end customer. Sample copy of the invoice rased By the reseller on the end

custonmer i enclosed as Annegure 5.

QUESTION OX WHICH ADVARNCE RULING IS 50UGHT

1% T fighe of (T abwve focls digclosed, twe Ageplicant wishes boseck clarification on the folloswing matiers foom
the Authority for Advanoe Buling established in the State of Maharashira under the MSCET Act:

I Classlfication of Elactrelnk supphied aleng with consumatles wnder GET, and

I Datermination of time and vafoe of supply of Electralnk with consumahles under the indigo pross contract

STATEMENT CONTAINING APFLICANT'S INTERIMRETATION OF LAW ANDYOR FACTS, AS THE CASE
MAY BE, IMN RESFECT OF QUESTION{S) ON WHICH ADVANCE RULING IS REDUIRED.

L Classification of Elegtng Ink supplivd along with conswmalsles undes GET

Supply of Electolnk along with consumables by the Applicant 1o the Rescller i a composite supply being supply
conaiating of gupp'l}- ol Ecmds o services which ara miuul]:p Faridlad armd :uppll.od inennguncton with sach othar in
the ordinary course of business, where Ink i= the principal supply. The arsuing paragraphs lay down ihe Applicant's
contentions i this regard with relevant proviskons from the Act facts of the case and docomentary submissions

0. With respact to the matter pui forth before the Authorty for Adwvance Fuling in determination of the
classification of Ebectolnk supplied along with consurmaiies under G5T, the Applicant makes the following
st bmilssions:

i Lo 20 of the MSGST At provides that the term "compasite supply” means

"o eaipgly e by o bl person s @ recipieat consisfing of fio or more feehle supplies of goods or services or bodl,
oF Ay combinetion Sersl, whidh are matiraly buadied aed soppiisd ie confronction with ench abfer in e ardimery
cowrse of Bresfiess, one of aich i a proacipal supply”

Further, Seclion 4 of the MSGST Act provides that the nature of a coniposite supply shall be treated as a

=% supply of the principal supply contained thersin

W rhis gl Sechion 20900 of te MIGIT Act defines prinapal sipply as " i sipply of goods or serodoes wdich
Bypstitules prodosinnnt clowend of o cormposite swppdy and do wdioh amy obler sapply forudng pard of Bl coanprosii
i aneiliary®
t-oedingly. the mature of the predoininant elemsent supplied ina composite supply shall be deemed as the
ure of the entire valae of supply and levying the rate of G5T a8 applicable on the principal supply,

AR Mawing infierence from the sbove lagal provisions, a bundled supply of goods shall constihule a composite
; Jg’i 4 pply under the GET Act where the same is satistying the following 4 beals:
=~ e g Such supply involves bwo or more tixable supplies of goods or services or bath ar any combination
Lot thireni;
ey The supply of sach goods or services is naturally bundled;

- The geods o services aresupplied in conjunction with each other in the ordinary courss of business: and
= Omeof such sapply is the principal supply.

¥i. In this regard, we wish 10 highlight the following relevant extracts from the HP Indige Supplier Reselier
Agreement {enclosed as Annexure 2) indicating compliance with each of the above conditions Laid down for
classifying o supply as a composite supply:

—Such supply invalves twa or more laxable supplies of goods or services or both or any comtbination thered,

Potiet 17 of Fechion A - Defiritioes ol appenakoes od prge 2,

17 " Snpes” pnz iz faagarig Prodinets wad Chperador Minintenance Prords reerred far e pperation of Hae Jndige Presee)

Point & of S fivw A - Defiiblons gied sppendice af page 2
A *liwging Provucts” mem Electrolink®, Phofo lwagnrg piates, Maary ink deoeioper (BIDs), printing blarkets, recyoled
agenl, dnrgirg agewt and fungreg ol

Accordingly. the supplies involved In HP Indige press armangement comprises of supply of two or more
faxabile goods being made thereof. Further, the berm used i thwe defindton, “or any combination theseod
iradicates that ary combination of supply of two or more goods as 4 bumdle satisfies the reguirement for being
classiliend as o composie supply,
= The supply of such goods is naturally bundled
Pairt T of Sectan C-SUOPLIES af page 3

3 The Indigo Presses regiaire conesdstently supesior quality Swepphies aluich indieds funging Prodiucts, acessories aaid
nﬂlpfr:qrur Moiternie Parts.
Additionally, the document bricting on the Indige Press Supply Technoiogy as enclosed herewith as
Annexure T detadls the prinfing opcle at page 2 which provides for the marmer inwhich esch product is inter-
Timikesl ity Hig onlser anad pegpuired to snsure best quality prings,

i



We also wish o submli that in order to qualify as naturally bundied, the goods in the course of normality
and a5 peneral expectation laid by the customer, should be supplied 1ogether.
As is evident from the printmg cyclbe detaibed in Annexure 1, Elecirodnk and consumabiles ane required fe be
consurmd & a combination in orsler (o melz_':ly i print achviry. Shortage or ab=ence of a u'in;gl-ﬂ' pr‘thﬂu{:‘l in
the reqpuired quaniiiy shall not vicld the expected autpual
W akso wish bo bring to veour sttention Poinf 3af Section C-SUPPLIES af page 3 of the "HF Indigo
Supplier Beseller Agrecment”
Purchase of Supplies by Resefler shall e subfect fo sither the Tier or A-Li-Carle progtims sef forth fn Sections G and
H before, and their respectioe ferais and cosiditions, Reseller uing elect be pordrse Supplies foe the different indigo Press
Prvdiect Lings wrder dafferent programs, provided tat Reseller shall perchose alf of tie Supplies segaired by i for mch
Predigo Press Provinet Line ander lfe sise Sepplics puerdlase progeain,”
Point “7" of Sechion & (1) - TIER PROCRAM FOR PURCHASE OF SUPPLIES BY RESELLER at
page &
a “CRick® maars 0 cirgeabie wrEt fer o Single Color Separmtion dresfrred oo sebsirate, excgpd i Bre orse of bexchered
effect printing, where it és Bre aclion of fexfiering by spplying pressiire hefoven the surhatrente ol e anald. A Click unil
rasyy vy cepeniding on e press s,
The Indign press machite requires all the Supplies do be present in the devies and collectively consumed.
The inviscing for such supplics is also done on a per click basis, referving lo the charges for a combined s
off B Electeolnk and all the other consimabkes supplied. Therefore, the Eltial ik alerg wikth the consimahles
are maturally bindlad,
- Tha goods or services are supplied in conjunction with each other in the ordinary course of business
Pairt T of Seciion B - Appointmeil @l page 3
"L HP appoints Resefler as an sbhorized, sou-explisme Beseller for the perchase end reale of Suppliss sultject to il dewiirs
ariid comiitions af fhis Agressent. HP reseroes the rigiet to sell Sipplies o ol 5P eni-aser customers and rescillers.”
Podrl 3 of Secion C=H00FPLIES it prge 3
*3, Pierihss of Smpplies by Resnlfer phall be subject to either e Tior or A Lo-Cartd progeaws sed forth in Seclions Gard H
beleass. and their sespective derme amf condifions. Raseller nmy elect i prerchase Supplies for dhe different Indigo Press
Prodiiet Lines poder different programs, provided that Reseller shall prraheee ail of tie Swpples regrired by it for ech
[medigo Press Provuct Lime arder He sonse Suppdies pardirse prograa,”
Point "n” of Section G (1) - TTER PROGRAM FOR PURCHASE OF SUPPLIES BY RESELLER
it 4
& Eﬁi' waedras a chargeabie 1enif for & Stngle Cobor Separation transferred mibe siekatrade, except in the case of tex tured
efec prinding, where i is fie action of ferburing by applying pressare bebwen Hig aichstwate md Hoe imald. & Click s
Aty vy deperdting an N press woidel,
“Ihersfare, drawing reference from the above extracls of the contract, the Indigo press supplies are
dsidened as being supplied in conjunction to each other based on the fallewring facls:
The Supplics are received by the authorised reseller fram the Applicant as a
bundle and are as-is sipplied o the end custemaer;
Further, the bundled supply of goods is made o8 the sme print of Hme and is
= ot splil ever diffenenl ime pricds;
The billing for such supplios by the Applicant to the authorised reseller and by the authonsod
resellor b the end customer is also done on a consolidated basis for the entire bundled vilue of
¥ poads consumed and mot on per category of goods supplied basis,
| B # Further, the test of supplies toing made in the ordmary course of business is @tisfied depenading on the
_—— frequency of the transaction inwhich the goods are supplied a5a bundle. In this regand, re-iterating the above
facts, the Indigo press machines require all the Supplics mentoned herein to be sapplicd in mler b
effectively produce a print Such supples are required 1 be consumed logether in onder o produce the
diesimed outpiil
Thierefor:, the best of such E{u-_.dn 'I':plns su‘p-]:hﬁud. in the congisrclion e sach other in the |:|r|:|1m:rg.l course of
business also stards aatisflad.
- Cipve of such supply is the principal supply
The principal supply involved ina bundled supply of goods is the element which is most predominant in a
composite supply and aiher supplies fomming par of the bundle are panly ancillary therenf.
In this regard, the Applicant wishes ko submit that the Electrolnk supphivd under the above arrangemeent s
the predominant element contained m the bundled supply of goods made b athorised peseller. This con b
irferred by e fact that the intenton of the customer is o receive quality prinks from the badige press which
cammwst b supplied without the “printing ink” being kadod thorein Additionally, other poobds supplied in
this regard aré more ancillary products o the Flectroink in order to support the printing of the final fmage
ot the prapir
The Applicant alse submits that the HP indige digital offset colour lechnedopy puarantecs the best quality
prints in the industry, Further, the ligquid ink suppled in this repard is onagque o indigs presses o ensun:
wide and accurate images matching the medis. Accordingly, the printing ink supplied herein §s b
predominant slement bo ensure execution of entire supply codract by the Applicant
Achlitionally, every produst sepplied hevein has a sepazabe lifespan independint of sach other. Accordingly,
it can be bnferned thok consumables are neceadary only to pronvidie support function o the activity of printing
and ensuring imaga processing i amonther and faster. Also, the mode of Filling in relation 1o such supplies

ol
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21,

is based on the number of clicks generated during a specific perdod, which primarily requires printing ink to
bedonaded fnto he press machines.

The Applicant also wishes to submit the conmmpbon pattern of Ekechdnk along wilh the corsumalbles
supplied o suihorised reselier for your record as under. The same isalso the pattern in which the ander-
mientioned goods are consumed by end customers:

Sl Ma. | Natore of prodact H5M _| Consumption %)
1; Printing, Ink {Elsctrolnk) 3151190 1%

2 Blanket S511 100 16%

3, PIP - Pholo Imaging plale SH1 1090, B4H3TL00 3%

4. OPRAP -Crther machine products {miscolareoons) Hul_ut:.lq'l 10%

5; BID - Binary ink doveloper R4 10% |
i OHE. e LI 120 e |
7. Blanked Wieh LIRRIOY %

8. Other Consumables Il Riphe 1%

Therefare, based on the above facts and submissions minde herein, the Applicant submils before the Authority

for Advance Ruling that the supply of Elsctoink along with corsumables should be classified as composite

supply under GST and taxed at the mate applicable on supply of printing ink being the privcipal supply
thuergin,

Dreteemination of Heee and value of Electrolink luppll:d llm:s with eomsmnalsles under the Inddijgn press

contract

With regands the determination of time and value of Electolnk supplied along with consumables under G5T,

the Applicant makes the fellowing submissicns:

i Cmuldet‘hg the Facks disciosed above in relation b Elu‘lluh'lk.\rupp[‘iud. with consumablbes under GET,
the Applicart onderstands thal such goeds qualify within the definition of “continusds supply of
gods™ as prescribod wndler Section 2(32) of the MSGEST Act and reproduced hersunder:

"suppaly of goosds udhiich is pn:'l:udyl'. or ||,;:red fa e provisded, i:uﬂlmm:wﬂg' oF or Feendrre al st dopler 2 CoREFac,
adizhier or mof by weres of g wdee, oolde, lel.lm ar alfwr condindd awed _IE:-l- udiieli Hie h:ﬁph'ur imtmees e
redpdent s @ regieler ar periodic fmes i inchidee supply of snoh gaads a5 dhe Gomerimient mity, snbje fo
stech coreilions, as of ey by noifcation, specif®,

. The hp‘p]i:.:nl !IJPPEE'.'E the Electrolrk and consumables ina recurrent manner to the reseller, when the

andd cusiomer prints an image using the supplics. We wish to highlight Point 3 of Sectlon G st page 3 ln

thas regard:

", Sululplics sluell rermain &l property wf FIF i add [z dw Ele Pross{es) P ebaius a i

o aellT Swppedies anti] HP recedves mntnd for the sanie. [noadd b, lel:lH_En'i! megpiel I!H_l.l HE Bageller ol

W Pk all aleps peceasiry fn regiater d asoriy finkerst or fen e fmor of HP or the Sipeles. Ressller aoqguires Hie

rprplies for ifs Cusbooesrs” sioun ase only, ded wany o sef! or atieruse fonsisr sach Supplics te ey obher - third

rhy. Reseller shall further by mvesoimnle efforts o adoise it iestoaners i writing of HP's ile 't fle Sipplies
el et dm Bis Secdion, redme fhanf s Custommers use dar Elflppll'ﬂ promided unider the Tier F"mgrmmu:_.l'ur Hardr

I USE |:ur.'!,r et rz_,ﬁ'nur_ﬁ"mu m'n'mg or ciiersise rnmﬁ'mr:g LT o Snplp.hﬁ & amy afer |'J.||.rd'||:|n.r|:y Honner,

i catsr uf ey non~ it i e partd o B Creslouer st g o fhe alooe-mewdfoned By s shall be

solely do the meconnt of M Cusdoner, If Phis Agréemenl or a relepmil purchage order i cascrlled or

terminated, HE il regquive Receiler Fo inverdary dre Smelics awd P shall bill Resedier for Sy fes on

Tierad art dfe Site s ot petiormed Fo HIP qeithin the fime specified by HE,, "

il Thee aberve clavse suggests that the goods deliverad by he Applicant to the Customer through the
Resedler shall remain the property il the Appli:am. and shall be Fma:d an o the Costomer L'h'rnuE;h the
Roseller ondy wpon invoicing for the same ard recsving payment. Theredore the supply af gaods is baing
mache o a recwrrent basis based on the insedcing By the Applicant

v, Since such supplics made by the Applicant eno ona cobtinues basia being in accordance with the fenms
of the cemtract enterod thercunder and reguiring the Applican! to raise an invoice on a periodic basis (as
per this mumber of clicks made inn month), such 2upply of Electralnk along st the consumatles shall
b & "continuous supply of goods™ under G5T.

v, Accordingly, drawing reference o the time of supply provistens as prescribed under Soction 12 of the
MSCET Act, the Bme of supply shall Be sarlier of e following dabes

v Date of isque of imveioe by s supplicr of goods or the last dake on which such supplier 1s
e ired b0 issue the mvodce macoordance with Secton 31(1) of the MS0ST Act; or
*  DPrate of recefpt of paymeent by he supplier in respect of such supplies.

Wi Further, Section 31(4] of the MSGET Act provides that in cass of contimucus supply of goods, the supplier
of gach goods chall b required 1o isswe a taw imecsce before ar at the fime of raising swocesive stalement
of acconmits or recedpt of suecessive payments, as appticabde in this repard.

Wi, Drawing reference to the following extract from the HP Irdigo Supplier Reseller Agreement (atiached
as Annexure-2}, successive statement of account shall be faksed within 15 days from the end of cach
calendar manth with respect bo supplies made inthe preceding month. & sample copy of the successive
statement of account 15 enclosed as Annexsare 4.
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Point 5 of Secton G - o pape mamber 3
*5 *Wdvin 15 days fron dhe end of ench celendir moith HP shall issue an fnvoice 0 Reselier for e wupplies iehilised
arrider Bt Ther Prograw i the preceding montit®
wiii Thereore, the Applscant understands hat “supply” under GST law is ol effected at the time of remaoval
of poads from ils registered bocation in Mumbai, bt whon the goods are used by the cusomar and
correspendingly a statement of aceounts ks raised bassd on the number of dicks made by the castomer
in the proceding mirih
b, Im this regard, the Applicant understands that the ime of supply involved in respect of sapply of
Flectroink with consumables to authorised reselier shall be based on the invoice ralsed basis the statement
of accounis covering the rumber of clicks made by the customer
2, We shall be glad 10 fumnish such additioral information and relevant documents as the Sutharity may
reqatire Bor passing iks decision wlere the applicatcn is sdmitiel.
Friuer
M Inview of the aboye factual and Jogal position, i i< mest humbly prayed that this Hon'ble Authority may
clarify that:
i Supply of printing supplies ink b be wsed in an lndige press is 2 compuosite supply, whersin the printing
ink is the principal supply; and
i The time of supply of printing supplies s when the invoioe 5 raised m respect to such supples
consimmed in the process of generabing prints by the Gisiomer.

Background document on HI Indigo Printing devices
Introduction
The HP Indigo range of digital prinking presses is based on Digital Offeet Colour fechnology and process, offering a
wide range of peind based services W cusomers
“This decument deseribes the HP Indige Dightal Offset Colour printing process and its unigque features. Further, it
details the prirciple charackeristics of ifs predominant compoment corsumed in the printing process, the HE Indige's
liquid ink - Electrobnk technalogy abong with its uses.

Brief on Digital Offset Colour Technology
The HP Indigo process is Fully digital from image creation o prioting. The prinied image & creatod divactly from
dipital data, avaiding the use of any “analugee” intermediate media. Fusthar, due to its fully digital process, every
image can be o miw ane, enabling information to be varied as roguired.

A nokabbe diffcronce betweon conventiomal affsat and HP Indigo digial offset printing lechnodogy is that HE Indigo's
irke Flectrolnk, ransfors from the blanket 1o the substrate with virtaally no ink splitting that characterizes conventional
printing systems, This enables the credtion and transber of a different image cach printing cyele,

HP Indige technology enables digital printing in Full eolour, The use of “on the fly coluur swinching’
jon enables HP Indign presses print multiple colours foreach single pass oof thie substrate throwigh the pross,
i (il grital press transfers with each retation of the press cylinnders, on the snghe sot of blanket and imagng
Iy a differery image but also a different lnk
, HP Indige's laquid ink - Floctrolnk forms a core comporent pff the HP Indigo Digitel Ofset Colous

plate, v

L
I sumie
o

Electrnlnk
im> digital presses use Electrolnk, HP Indigo's unique ligguid ink. Flectrolnk contains electracally charged
Hes, dispersed in liquid. Similar to Digital Electrophotography, Electrolnk enables digital printing hasesd o
plication of sirictly controlled elecirical fedds jo move chargexd colour particles. This control enables accurats
: mt of tha printing material. The Electireink emables the wss of wery small garticle size, down ba 1-2 microns.
These small partiches dispersed in the liquid carrier alkow for higher resolutian, uniform gloss, sharp image edges; and
wvery thin imege layers,
Thee thin image layer closedly follows the surface inpography of the paper, This gives a highly wniform Finish,
complementing the paper and resulting in a similar extare bath on the image and on the non-image arcas. The HP
Inelignn Flactrofnk is avallable in an increasing range of colours.
Electrolnk is supplied in a concentrated form that is loaded inbo the press in cxrinidaes m a “chaan hands™ operation
Inside the press it is fed into ink supply tanks, diluted with oil and comirined with a charging contrel fluid, o form
a Auid mixtuse of carrier liquid and  colourant panicles ready for printing. The mising is done wnder accurate
atomated control, resulting in & stable ink with nearly constant physical traits, leading to consistent prints.
Furthermaone, Electrolnk incerporates pigments which are the same as affset: this supports both the price and e
avatlability of thi final nk product,
The Pelating Cyche.
The HF [ndige printing engime performs the following operations sequentially ©
1, Elecirostatic changing of the electrophotographic Photo Imaging Plate (F1F) which i meouniod on the
imaging eylinder,
2. Exposureof the PIP by a scanned array of laser dicues Those lasers are condealled by the paster image
processor which converts instructions from a digital file into *power™ instructions for the lasers;

A lmage dewclopment porformad by the Binary Ink Developer (BT units

4. Discharging the PIP in poreparation for ransder,

B Transder of the inked image to the blanket cylinder,

6. Heatingof the inked image carried by the blanket forming the final image in borm of 2 thin tacky film;
7, Complete transfer of the final image film to the substrate hild by the impression cylinder; amd



K Removal of any residual ink and electrical charge form the FIF cooling of the PIF after engagement with
thie ot banket,

The entire printing cyele is designed in a manner to maxitnize productvety and versatility. The cycle revolves arouns!
the wse and consurmption of ths HF Indigo’s liguid ink - Electrolnk, 10 yield the best in the class prints. The ancillarics
to the printing process consisting of products such as PIF, Bl Manket and siber machining products complement
and support the ransfer of ink imo ihe paper in the minst cptimum manner to produce guality prints.
Summary
The HP Indign prosses due o thelr unique technology Tead b productivity, by its ability o change data, colour, and
cubstrate at will and with no tme penalty. The HP Indigo Elecirolnk process is inherendly faster than any DEF process
by naarly an arder of magnitude. The printing presses are robast and designed bor 247 production. Critical process
dlements are autpmatically controdied by the press and reduce operator inlervention
While competing with affset printing ror prent quatity, the digial wchnalogy offers important bemifits, both economic
and enwirenmental. The HP Indige's liquid Blectrolnk uses il 1o bind andd distribute its igment-carmying pariicles.
which are aboutl 1 micron in siee, amd conaequenily capable if eresting much fmer detail and thinner printed fikms.
HP Indige digital printing peocess offers 4 uniqua combingtion of cruality, versatility, and productivity unmatched by
ony otber oxisting digitsl ochnokogy
s+32a dditinnal submission in relation to the nature of supply made tooar reseller for supplies lo customers
HP India Sales Private Limited (hereinafter referred to as the “Applicant™ or Company” of “we”) nele fe the
clarification sught n relation be the consamabbes supplied by the Company tu Redingten India Limited {reselier), o
be further supplied to cussomers for thi purpose of efheciing print in the indigo press machines.
I this regard and further 1o the persomal hexring anended on April 25, 2018, we winh 1o make the following adaditiemal
withmissions:

1. Latest copy of agreemmt entered betweon Applicant anvd Reseller for supply of indigo press consamables
The Applicant wishes 1o submit that the erms of ragplber agreement (copy provided as Annexure 2 to the Satement
af facts submitted abomg with the application for advance ruling| ergered on July 19, 2013 stands valid as on date.
Further, amy Tate revision réquired ko thie supply program are agread mutually between the Applicant and the sese ke
from Hime-te-time. However, in this regard no ameadment 15 made to the masier agrecment dated fuly 19, 203,

2. Break-up of revenue eamed by Applicant during the last financial year between thor and a-la-caste

program

The Applicant wishes o skt break-up of rovenue sarned during the F.Y 201718 for supply of corsumables wsed
in indige press machines, between hor {click] and i-lacare model as under:

Sl Mo, | Supply madel Revenue garned fin mns.) | " to total reveniie
[ Foee [Click) ol 117935 98,14
i Acla-carbe 1026 .86
| Total 118963 100 |

Wl g Sl e
= "I:'EI'H'E'?I::H' \starmers wha would like to purchase specialized inks far erhanced print. These specialized inks are being

| bifled separately by HP and not a3 part of the click model which is being signed under ter felick) mosdel.
== A ccordingly, as su brnitbed thie indign press consumables ane predominanily supplied under the tor (click) meslol
Furthesr, the meversie share ndicates that a prindmal percentags of tolal revenue i comtribated by the a-la-carte
pT AT
The A-li-carte model consists of supply of spacialized inks, atiracting 12% GST. As there s no supply of other
conisumables like PIP, Blankets olc insuch ease, the question nf composite vs mised supply drses ot ke in cise of
supply of apecialized inks.

1 Tax position adopted by similar suppliess in the indusiry
We understand that suppliers of cther industrial printing machines also adopt the same click based billing medel in
relation to consumables supplied for undertaking prnk activity, However, thie consumaldies supplied in sclation fo
such printers vary differently from consumables supplied far elfecting print from HF indigo machines.
Further, the Applicant wishes o submiit that globally where the lecal regulations permit, the indiga press consumables
supphied by HP ane charged on a per click basis, based on the nctual consummption of goomds.

4,  Mature of supply under the ter progran
I addition o the submissions made in the statement of facts filed along wiih the application for advance nuling, the
Applicant wishes o submit that the tier program of the indige consusmatles supply model i a composibe supgply made
sndes the CST Act, The supply satisfies all of the following conditions prescribed in this regand:

o Syphy mde g o toeble perean to @ recipiout consisting qf tue or pare ainly sagpties of gonds or sereices or bodh, o
argy gpanbimehion fareal

The HP indige machine consistently requires superior quality of imaging products for effecting @ print. The imaging
products a3 defined in 5l Ne. & of Sectlon A of the HE reseller agroement (submitted as Annesun: 2 10 the statement
of facts) conaiats primarily of Blectealnk. abongg with anchllarins such as photo imaging plate, binary ink doveloper,
printing blankets, imaging ol
Further, a single tax invoice is rased by the Applicant for-all the goods supplied herein, based an the Cofsam plicm
report generated on a monthly besis {sabmitted as Annecure 4 1o the statement of Facts),

]




Arcordingly, HF indigo ter program satisfies the sequitemont of supply being made by a taxable person toa recipient
corsisting of bvo or sone taxable supply of poods.
Tl marpriy of seich goods ds palarliy bl

The teern natisrally bundled is not deflned in the GET Act. Howevier, in commin parisnos the ferm can be wndersiood
bt on the intertinn of the parties o the contract. The intention plays 2 significant role in ascertaining whother such
supplivs qualify a3 being natomally bundied,
Im this regard, the Applicant wishes ko draw reference b the relevant extracts of the reselber agreement (submithed as
Annewune 1 10 the statement of facts) to prove the intention of the parties of the contract
Sectipr 1, fage T
“Authorization o resell Indigo supplies....° « Redingion shall nol be the comsumer of such goods and only an
authorized ropresentative of HP for making the supplics,
Sectiot A, Potnid 79 Page 2
“Tier Prograur wemns the sapplivs picose proprow defined in Sechion  helozy, mhich suibgpet do dhis Agreemend, and whenchy
Mt aronad the Reselfer shall fe dvirged for Smpies sial! e o fiction of the number of print impreseiong emided. oz
ddefiresd in Secfion D elon™
Section G, Parmt 5, Page 5
" Bupyalies slll nerrie the propery of WE untll alilized i Hie Pressies).*
Bactions A, Posod 11, Page 1
" Mutimam Usage Per finpression” v dhe suoriimim wgsge of hwaging Prodicts (Elecirolik and ster acillaries) and? or
Oyperator Matndenmen Prels per fupressions o pablished by HO from time do S af nee Jye ok pplios- e g
Inference:
The above extracts imply that Redington shall be invoiced only where there i any print taken by the customer, (n
ether words on a "per click basis™, Till the time the consamables remain uneused, the same shall not be involced far,
o In other words, the same may be treabed as a *supply without consideration® since the conslderation is determinable
only on the happening of o future event - being click. Further, the reseller shall be chasged for all the supphies only on
consumption, therchy indicating that the reseller also acknowlodges the fact that all these goods will be ansumed
together. Whare there was a separate paint bn Hme for consumption of each of these geods, the supphivs agresment
would have pravided for different payment berms for the respective products.
Further, globally alse the Applicant necognizes the supplies being made on a per impression hasis fper click basis)
which is the essence of the transaction. The quantity of consumables that should be used for an impression is pre-
calculated by the Applicant and is constant for all Indigo prewses of a particular series. As the Print ocoars a particular
wanziey of each consumable 15 used and accordingly billed
alljiorally, drawing referenee W the supplies agresment between the reseller and the customer, the intent of the

pdree that all tho inddge pross consumables shall be supplad and consomed wrgether amad Inveiced bassd on
i ption, Highlighting. relovant oxtracts of the agreement as undr:

as g

Wipplnes sencer the ferang off this agreswent whick are i M possession of the castomer shall ot ol Sne remine e
.rl'_!ll ujRedTng'h}.u"
3

o exdusicd
Solion §, Pa

e sspplics will by riren! based on fie seasiing from the Pring impressiors Comter mofed.., *

i, the intention of the applicant, reseller and custonrer is 10 supply and receive the consumables used inan

- s tad hine as @ single supply.

Wit ﬂ rymtind i in b codiniry o [gss:

e FE et *in confunchinn” incommon parlance refers o "boing usad logether® In this regard tha Applicant wishes o

submit the following the following chart explaining the flow of indigo press consumables in effecting a print

Ink stored In - Moves to the BID whese Ink from B0 s flowed on the imaging
H-I'l.'ﬂdﬂn!ﬂ in 1he ||'I-k | ] IJIE"""EIHFIE'd i n] * | areat of ﬂ.!., FIF where the HEEH“"-'E' ol
concentrated form miake it ready for prinis the imape b be printed 35 present

The blanket moves the ink on the
substrale {paper) on which i is o
be printed

L
The ink on the PIP i ransierred
tex fhe Manket

Accorcingly, to effect prings from the indige press machine, the device shall requise supplies of printing ink,
binary ink developer, photo imaging plate, bianket and other ancillaries. The supplies are required 10 be waed in
cenjuncion with each other™ 10 produce the desived outpuet
Furthee, such supplics are made by HP in its ordinary course of business, The same & evident foom the revenue details
prowided sarlier. HP markets and sipplics sech consumables as a bundle. Additiomally, every comsumer desirous of
receiving such saipplics shall be billed for all the goods, Imespeckive ol the actual corsumplon of the fspective
products. The geods ame supplied o the end customer generally once 3 month or fee some customers twice 2 month,
The goods are not capable of being used if the same any one of them is not used as regquired.




¢ e of such supphy is e prircpa’ suppiy
As evident from the chart oxplaining the flow of comsumables, the printing Ink {referred as Elecirolnk) (s the mos)
predn-ml rant mppl:,r in the bandle, This ink lows I']'Irl:lugh the entire prociess to EEFn:L'i'ul.:.' gencratea Fl.'iru: and produoce
the desiced output. 1L is the most essentisl and hghest consumed product (in tesms of volume) ina printing cycle,
evident from th fach that 91 % of the consumption In beros of value s of ok (refer Annexure -1). The ink determines
the quality amd resolution of the image being prnted, in the manner coguired by the customer
® ‘.ll:[l[{{mﬂﬁ L el sulier Seclion Mg i
e Mnfearasiing Shade CST Aty
Whare goods are packed and wransported with insurance, tho supply of poods, packing materials, tansport and
irsurance is a composi ke supply and supply of goodsisa pricuipal sapply.
Accordinghy, the concept of composite supply shall need to be analyeed only where there is a bumdbad supply of bwo
ar minre goodds or services.
Highlighting thee above mentioned Hlustradon as provided in the law, o tasable person may De cagabde of supplying
goods enly whereas the packing and transporistion services ang arrenged for b the rodipient, However, where such
services are provided o4 a bundle aleag with the supply of goods, the supply shall be a composite sapply, principal
supply being the supply of goods. The Fact thatswch goods or services may be capableol being supplied independently
cannot ke comsidered as @ fackr for determdning the nature of bandled supply
In HP's case, the items covered wnder the click program anre not capable of being sodd independently as-all the itoms
Like Ink, Blanked, PEP etc. are essential for printing parpese and has no separate wee for oudiomer.
*  Adilibiorel condi '
Drawing reference to the cdarification isued by the Central Board of Indirect Taxes and Customs (PCBICT) on the
concept of Compasiie sapply via a flver, whethar a supply qualifies as a composite supply would depand apon the
normal or frequent practioes followed in e area o Dusiness o which services relate. Such noemal and frequent
practices adoptied inoa besiness can be ascertabned from several frdicators some of which are listed below;
o The perception of the customer.
As explained above, the perception of the customsr is i receive (comsumie] all such goods together in order b btain
thse desired output, The same can further understood by the fact thal the customer agrees o pay the consideration on
click basis, i.¢. the point i e when the supply of all the consumable achually occurs. Where these consumables were
nob paterally bundled, the consumer would have selecied different payment ferms far sach of the product al the
resgosclive poind of their consumption, These poods are providead as a pacika ge o all the customers of the Indigo press
mmachine under the Tier program, evidencing the fact that such consamables are used wgether (& effecl a peint) and
therefone the parmuent is abso made for the clicks made and not the consumables held in the device
Bahlaioriiy of service providers in a particular ares of business provide similar bundle of servizos.
g to the submission made aarlior, thie HP indigo consumables are provided as & bundled and charged on chick
Wpally. Also pther industrial printers competitors also supply consumabies as a bundie and charge on click

of the various services in a bundie of services will also help in determining whether the services arne
bhe cridinary couese of business. I the nature of services ie Ssuch that ome of the services Bs e main servicd
r services combined with such-service ame in the nature of incidmial or arcillary servioes wiich belp in

Bloctralnk Is the principal supply as for the custormors arud gippllors the Eloctrednk is the main compoenent of

v as s evident from the conswmption, The ancillary supplies only help in ransferring v ink from the
ﬂ"" s o the paper _

= | here i% a sinple price o the casfemer pays the same amponk, no matter bew much package they acdually reccive

0 LS

The inveicing is done on a " per click basis™ for all the supplies. Bvery customer 15 charged a single price for all the
goos, irrespoctive of the fact that in achieving the linal cotput of a peing, there is different proportion of Elecirelnk
and cthier ancillaries consumesd, Therefure, where a single price & charged in relafion o bundled sapply of goods or
services, the said supply canmot be deemed as & "mixed sugply® under C5T. The definition of composibe aaiprpaly Fesllsor
rostricts nor lays down any condilion on the manner of pricing to be adapted for such classification, Accordingly,
bundled suppdies having a single price can be dassified as a composite supply, whene other conditions. are satisfled in
this rel

L uiﬁgg:eg;rd, the Applicant wishes to highlight the llustraton provided in the Hier issued by the CBIC whenzin,
activity of supply of hotel accommodaton sorvice along with supply of breakias! for a single price & considered as 3
composite sUpply
o The clements are noemally sdvertised as o package ard the different elements are oot available separately

Al custemiers eiredled order the tier program amne a-ur-plln.:-i consumables as o bundle. Farther, HF: apraamaent with
Radington as indicated sarlivr provides that such goods shall be used anly tor commercial printing parpose ensuns
that Hhese goods are not sold, and cannot be used individually

f, The different elements are integral to ong overall supply. [f one or more is removed, the nature of the supply would
b alfected.
The desired print outpul can only be achieved where all these poads are wsed as a bandle. They are mibegral 10 ensure
thee fimal o bl by the custoener is i e manmer requirsed.

Therefons, considering the abeve facts and explanations, the HI idigo corsumables supplied under the er program
sabisfivsall the condidons of a composite sepply.
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CONTENTION - AS PER THE CONCIRNED OFFICER-
The submistion of Departments as reproduced werbatm, coubd be seen fhus-

The applicant submitted that the aupply af ink along with oil, plates, consumables, Banket, il e, b
tha pesallor b composite supply consisting of sepply of goods or sprvices which are nafurally bundled
and supply with comjunchion with each other inordinany course of business, where ink is the principle
spphy.

To constibube the supply 85 a compoesite supply following 4 tests are reguired (o be satisfy.

- Guch supply involves two or more faxable sopplies of goods ar services or bath or any contbdna ton
theraand,

The supply of such goods or services is naburlly Bundled.

- The goods or servicos ane dupglled ln conjunction with cach wther in ardinary cosires of husineas and ore

ol sich supplies is the principhe supply.

The applicant lws not provided order copy of custamer and reselber o ascertain that the ink ard other

conswmalbles are supplied together, Hence whether two or more toable supplies are imvabred canmat be

comminted.

The applicant has submitted the consumption paitern of Elecleink along with consumables supplied (o
authorised reseller, From this comsamphin patiern it is soticed that i e requisiie quantity of ink and
ather sonsumables are supplied e the printing maching for fiest e, the other consumables are 1w
required fo be supplivd cmpulsodly. Assuming that the ink is required fo be roplace after thousand
clicks, the blanket or photo imaging phate 12 repiired 1o bo replace alter approsimately MO0 amnd 3300
clicks respectively, This clears that the poods are not mandatosily required g supply in comjunction,
Mamrally bundied” implies that the recipient of the supply has no option to decide whether he wishes
to receive the various elements of the supply provided a5 a bundled swpply, Whereas, if such an opticn
tn decide is possible, then the supply cannol be said to be “natorally bundbed” and such a supply will
el b iveated as a “composite sopply”. From the nimber of clicks the wser can very well order the
quantity of ink and other corsumables separately, The way the supplies are bundled must be examined.
Were conjoint supply of wo or more goods or services doss not constiule composite supply. In the
instart case though the ink and ether conaumables are supplind comointly, thig supply can be made
soparately and thens k& no natural - binding effect. The method of billing, assignment of separate prices
ete. may not be relovant. The applicant has devised the billing on the basis of clicks does not alter the
character of supply.
he classic example of Composite supply is supply of M seal. In which Resin and Hardener are suppliod

her and inconjunction o each other. The use of each goods is 50 naturally bundled that separate
m could not be sokd Meseal is a two-part epey system, The light colowred day is Epeoy resin filled
ith silica powder amd the dark colored clay is Polyamide Hardener filled with Slica powder, Wik
bwe are mined together a chemizal maction called curing of Eposy happens and the system
lardens Considering the above aspocts it is respectiully submitted that the claim of applicant thal it is
i maturally lundled supply composite supply in which supply of ink is a principle supply should nos be
allowed, These poods are required to be taxed as per separate HSN provided by the applicant.

“B) Drepartments submission regarding Time and Supply.

Submission on the dssue of Continuoes supply.—

In ordinary course of busimess e supplies ane made available o actual user through the neswark af
Distributor arsd Reseller, The ransaction between importer £ manaiacturer and its distribotor is recogmized
s independent and soparate transaction, Further thare are separate transactions of arich dismributor o reseller
and pesslber o actiisl uses

There 15 demand and supply of goods and services on regelar basts. Most of times the supply is
completed when the goods are removed from one entily/ location to another and tax liability has been
discharped by the entity as per provisions, In this case there ane bwio IFansactions, first betwesn applicant and
reseller and seconid between Beseller and actaal user,

[n GST law transfer of ewnership in goods is not mandatory while effecting supply. e.g. In the case of
Branch transfer, e goods are owned by 2 specific company, sl the transfor between it two Branches is
treatid as supply. The applicant has invited atiention that the cwnership / socured intarest lies with applicant
tll the payment ag per clicks hasis is raceived and therefore supply takes place only alter use of ink and
pomsumabies, Hence though the payment (s received afler use by cusiomer, the supply by applicant o its
resedler is completed, When the goods are removed from applicants wanshouse. The fransaclion between
applicants and its resefler is ordinary business transactions like between Importer and Resteller. The mode of
hifling will not alter the nature of supply. The purchase order and delivery challans are calied from applicant.
In absence of this document the very nature of supply betwoen resefler and customer cannot be commumnied
at this stape.



mi.  HEARING

The case was taken up for Preliminary hearing on dt. (042018 with respect to admission or
rejection of present application when Sh. K. Sivrajan, CA. along with Sh. Kunal Wadhwa, CA., appeared
and made contentions as per their ARA for admissien of application. The Jursdictional Cficer, Sh. I, .
Milewad, Deputy Commissioner of State Tax (E-618), Large Tax Unit - 2, Mumbai appeared and stated
that they have made written submissions which may be conuiderad.

The application was admitted and called for final hearing on 25.04. 2018, Sh. K. Sivraan, CA. along
with Sh. Kunal Wadhwa, €. A appeared and made contentinns as per their ARA application. Jurisdictional
Officer, P R Nilewad, Deputy Commissiener of State Tax (E-018), Large Tax Unit - 2, Mumbai appeared
and alts made contentions as per his written submissions, The contention of both the parties were heard
for this issue and matter was closed for order.

05, OHSERVATIONS
Wa have gone through the written and oral submission made by the applicant and jurisdictional offlcer in
connection to the questions asked in Advance Ruling. As per the documentary evidences and written

submissions produced on the record, it is observed that-

51 Applicant M/s. HP. India Sales Pvt. Ltd. is a registered person and is providing to its authorised
reseller and distributor printing supplies which mainly consist of Electrolnk {i.e. ink), ancillaries such o,
birary ink developer, bib blanket, print imaging plate and other machine products used in HIs Indigo
ress machine. Thus applicant is providing Electre Ink with consumables to its authorised reseller and

of the contract with the authorised reseller, applicant is making supplies of Electrolnk with
hies to be wsed in HP Indige Presses by the customers of HP Indige Presses on back to back basis.
:l;j:]]uﬁ also have entered into agreements with the end customers for outward sales of such
.Fﬂ'?- pplies. In this model the billing Is based on ' Per Click basis calculated on a monthly basis
frl;n account the number of clicks and the tvpe of peint performed,
g% m?f";‘f?
e Applicant has explained the billing method with an illustration as below:
Assuming a custemar uses the printer to take 100 prints in a month and each print costs of Rs. 10/ -, then
the customer shall be billed Rs. 1000/- for the Electrolnk along with the consumables used for the month.
Accordingly applicant raises monthly consolidated invoice for the click charges on thee reseller and in furn
the reseller raises an involce on each of the end customers.

We find that on the shove factual matrix we have been called upon to decide two questions namely
classification of Elecroink supplied along with consumakbles supplicd wnder G5T and the time and value
of supply of Electrolnk with consumables.

5.2 we shall now deal with each guestion separately as below :
Ouestion 1- classification of Electrolnk supplied aleng with consumables under GST .

Om perusal of stalement containing applicant's interpretation of law and facts with respect to this
question, it is revealed that applicant has laid much emphasis to Impress upon us that the impugned
transaction is ‘Composite Supply” and supply of Electro Ink is the principle supply.




Under the GST Law the taxable event is supply of goods or services or both. The tax i pavable on
every supply unless otherwise exempted, The law notifies individual supply of goods and sarvices with
applicable rate of tax. Where supply consists individually of goods and services there is no confuslon of
problem. But with the advant of different models of business certain supplies consist of combination of
goods or services or both, It is therefore required to be ascertained to apply the correct rate of tax. In order
b give solution for such type of transaction GST identifies two types of supply namely Composite Supply
and Mixed Supply which thereby fmparts cortainty in respect of tax treatment for such supplics,

53 [t is therefore necessary first to understand the expression composite supply as defined in clause
(300 of Section 2 of the GST At
[2 (30 ] “composite supply” means asupply made by a taxable person toa recipient consisting of two
or more taxeble supplies of goods or services or both, ar any combination thercof, which are naturally
bundled and supplied in conjunction with each other in the ordinary courss of business, one of which is
a principal supply;
Illustration: Where goods ame packed and transported with insurance, the supply of goods. packing
materials, transport and insurance ks a composite supply and supply of goods is a principal supply.
Thus the essential ingredients that constitute Composite Supply are -
i) the supply consists of two or more tavable supplies of goods or services or both or any combination
thereof,
{ily such supplies are naturally bundled
{itl ) supplied in conjunction with each other and
& “{h.;}‘quth supplisd are in the ordinary course of business, one of which is a principal supply.

. .\_F'.W let us examine whether the applicant satisfics the ingredient of composite supply.

A h the light of facts discussed above, there is no doubt to conclude that the impugned transaction
. o ul!' two or morne taxable supplies of goods and also the goods are supplied in conjuncton. Thus
i 1 ?’i:znts of the definition of composite supply at [ i ) and (iii} above are satisfied.

Pd “ nest ingredient of the composite supply for our consideration is whether these supplies are
v bundicd. The concept of bundled service has been explained in the Education Guide issued by
r==EREC in the yvear 2012 even though it is with respect to erstwhile services, itis equally useful in case of
supply of goods aksa:
‘Bumdled service’ means a bundle of promision of wrrous serpices sherein an element of provision of one seroice 1
combimed with i element or elements of provision of any Other service or services. An example af ‘bundled serpive
‘wenld be air transpart services provided by airlines wherein an clement of transportation of pessenger by air is
conbined il m efement of provision of wlering service on bowrd, Eech serotee fnvolves diffewrniial breatipent aga
simienier of determimation of valie of two seryvces for the purpose of chirging service tax o= different. The rocle 15 - °If
warizies clespents of @ bundled sevvice are naturally Bundisd in the ordinary course of business, it shall be treated os
pravision af ¢ single service wiich groes such butdle ils essential iR ier
In the present case we find that supply of Electrolnk with consumables by the applicant to the distributor

reseller constitute bundled supply which nvolves more than two taxable supplies of goods



The next issue for our consideration in order to constitute impugned supply a8 convposite supply @5 b0
find whether the supplies are naturally bundled .The word *Naturally’, is rot defined under the ACT, we
therefore refer to dictionary to under the meaning . The dictionary meaning is as below,

As per Merriam Webster
| 7 by napre ¢ by natural character or ability
= paturally timid
2 ¢ according to the usual course of things : as might be expected
3 a & without artificizl aid
4; with truth to nature © realistically

Without special intervention; in a natural manner.

hs per English Oxford dictionary

in a normal manner; without exaggeration or effort,

‘act naturally’

a maturally bright pupil®

The dictionary meaning of the word “Naturally” with reference to supply implies that it should be in the natural manner
or is happing or cxising &5 o pant of nature and not made or doae by the peaple. In the present case and per e
termis of the HP's agreement with reseller ¢ customer which provides that “Reseller may elect e purchase Supplss

i the dfTerent Tndigo Press Product Limes urder different programs, provided that Heseller shall purchase all of
‘iuppllr—:. required by it for gach Indige Pross Product Line under the dame Supplies purchase program,” This

l-u.lfltiﬁﬂ]
:m:nr'lun.‘. abave clearly Indicate that U :|'|'.:l:~;||;'||¢rt1 al the :-h.||_:||:||_:. has mo n|:llu:ln bor deleet individual xupfnl,'.- bt to

- ._,—'J.'rl:l.l'tl']r supply,
: MNow we have to decide another aspect of campasite supply ie. whether the goods are supplied in
the ordinary course of business.

Inn this regard useful refarence can be made to GST Flyers issued by CBEC in which certain tests are
laid down which are listed below to ascertain supply of goods or services or both In the ordinary course
of business,

1) The perception of the consumer or the service receiver

% Majority of service providers ina particular area of business provide similar bundie of services

3) The nature of the various services in a bundle of services.

4} There isa single price or the customer pays the same amount, no matter henw much of the package

thisy actually receive or use.

5 The elements are normally advertised as a package

6] The different elements are not available separately

7} The different elements are integral to one over all supply if one or more is remiowved, the nature of

supply would be alfected.




We may now apply these tests to the facts of the case o determine whether a particular supply
conatitute & composite supply under the GST though on the basis of this alone it would not be conclusive
whether the supply is compostte supply until it fulfils other requirements as well,

We find that the Applicant submits that "Imaging Products’ swch as Electrolnk, imaglng plates, binary
ink developer, blanket et are supplied to reseller who elect to purchase supplies for the different Indigo
Press Product Lines under different programe provided that the reseller shall purchase all of the supplies.
All such supplies are reguired 1o be consumed together in order to produce desired output. He therefore
submits that the goods are supplied in conjuncon to each other in the ordinary course of business.
However we find that this submission and argument is contrary to their wwn admission that every product
supphied herein has a separate lifespan independent of each other.

The applicant has submitted the corsumption pattern of Electro ink along with consumables supplicd
to authorised reseller. From this consumption pattern it is noticed that if the requisite quantity of ink and
other consumables are supplied to the printing machine for first time, the other consumables are not
requiced to be supplied compulserily. Assuming that the ink is required to be replaced after thousand
clicks, the blanket or photo imaging plate s required to be replaced after approsimately 3000 and 3300
clicks respectively. Thus we find that the goods are mandatorily supplied in conjunction. Thus the
consumption of supplies has its own pattern. Each of such supplies can be supplied separately as they are
not dependent on each other and the identification of the principal supply therefore cannot be drawn from

“uwmm the supplies which gives ane of the essential character of bundle supplies to the suppliers in
l_]_-ir_up ni case. As the impugned transaction fails to satisfy the tests mentioned above, the supply of
. E]-.-c"r.f fi: along with consumahbla cannot be considered as a composile supply as defined under section

2430 ?ng GST Act,

5.5 ?1# st question as a corollary of the above finding is to decide whether the transaction is & mixed
v a8 defined under section 2 (74} of the G5T Act which read as:

2{74) “mixed supply” means two or more individual supplles 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 compasite supply.
Ninstration: A supply of a package consisting of canned foods, sweebs, chocolates, cakes, dry fruits,
aerated drinks and frult juices when supplied for a single price is a mixed supply. Each of these ilems
can be supplied separately and is not dependent on any other. It shall not be a mived supply if thase
items are supplied separately;
There is no dispute that applicant's supplies consist of two or more than bwo supplies. 1t is also not in
dispute that the supplies are made in conjunction with each otiher and made tor a single price. We
have already oheerved that each of the supplies can be supplied separately as they are not dependent
an each other and one supply of gonds does not oocasion the supply of other goods. As the transaction
put betore us satisfies all the ingredient of ‘mixed supply’ we conclude the ransaction worabd come
and fall under "mixed supply’ as defired in clause 74 of section 2 of the GST Act.

Question 2: Determination of Time and Value of supply of Electrolnk with consumables under the Indigo

press contract .

a4



5.6, Before we decide the time of supply we shall first take into consideration the business mode] adopted
bry the applicant. Applicant has contracted with authorized reseller for making supplies of Electro Ink
with consumable to be used in HF Indigo Presses by the customers of HP Presses on a back to back basis.
The resellers alse have entered into agreements with the end customers for onward sales of such printing
supplies. The billing for such arrangement shall be based on *per click basis’ caloulated on a monthly basis
depending tha Indigo maching press, number of clicks and type of print performed.  The supplies as per
the terms of the contract mentioned in applicant’s submission suggest that the goods dellvered by the
applicant to the customar throogh the reseller remain the property of the applicant and it is passed on fo
the customer through reseller only upon invoicing and recefving of payment. Further applicant submits
that supplies made by them are on continuous bass in aceordance with the terms of the contract entened
ar the applicant s required to raise invoice on periodic basis We find that the supply of goods in the
present case fulfil the basic tenets of “continuous supply” and therefore we find from the above deliberation
that the impugned supply is ‘continuous supply of geods “as defined in dause 32 of section 2 of the GST
fL 1l

5.7 Time and YValue of Supply =

The next issue for our consideration raised by the applicant is the time and value of supply of Electro Ink
with consumables under the Indigo Press Contract As per the provision of GST ACT, the liability to pay
tax om goods arise at the time of supply as determined in accordance with the provisions of section 12 of

the date of kssue of invoice by the supplier o the last date on which he is required, under

sub-section (1) of sectbon 31, to issue the inveice with respect to the supply; or
by the date cn which the supplier reecives the payment with respect to the supply:

Provided that where the supplier of taxable goods receives an amount up to one thousand
rupees in excess of the amount indicated in the tx invoice, the time of supply to the cxtent of
such excess amount shall, at the option of the said supplier; be the date of issue of invoice in
respect of such excess amount

Explawation 1.==For the purposes of chauses (a) and (b}, “supply” shall be deemed to have been made to
fhe esctent it 4 covered by the invoice or, as the case may be, the payment.
Exglamation Z--For the purposes of clawse (b}, “the daie on which the supplice receives the payment” shall
bee the date on which the payment is caitered] in his boaks of account or the date on which the payment is
credited 1o his bank acocunt, whichewer is carlier.

A} slinissim et s e b R sy
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B Where it is not possible to determine the time of supply under the provisions of sub-section (I)
or sub-section [2) or sub-saction (4], the Eme of supply shall—

{8) inacase where a periodical return has to be filed, be the date on which such returm is to be
filed; or



(B imany other case, be the date on which the tax is paid.
(&) The time of supply to the extent it relates to an addition in the value of supply by way of

interest, late fee or penalty for delayed payment of any consideration shall be the date on which the
supplier receives such addition in value,

Ag we have already concluded that the impugned supply 5 a continuous supply of goods as
defined in the clause 32 of section 2 of GST ACT | and therefore the provisions pertaining to Hme of supply
in case of “contimuous supply of goods “are relevant .

Mow we turh to ime of supply in case of ‘continuous supply of goods' as per section 12 of the GST Act. As
per subsection 2 of section 12 the time of supply of goods shall be the eariier of the following dates, namely-

i The date of issue of invoice by the supplier or the date on which be is required under sub section
{1} of section 31, to isswe the invoice
ii} The date on which the supplier received the payment with respect to the supply.

As discussed here in above the goods are supplied by the applicant on regular or pericdic bass where
successive stitements of account are ralsed wilthin 15 days from the end of each calendar month with
respect to supplies made in the precedimg month. Section 31 {4) is the relevant section where provisions
are made for issue of inveice in case of continuous supply of goods. The section i reproduced herein

belonars

lendar month with respect to supplies made in the proceding month. Thus the
supply in the present case will be the earliest date between the date of invoice or

of the G5T Act.

5.4 Valoe of Su]:lpl:r-
The rext issue pertains o values of supply of Electrolnk with consumables under the Indigo Press

Contract, the details of such supplics are as below:-

Sr. M Makure of product HEMN Cansumption
i}
1. " Printing Ink (Electrolnk) ATIS1190 %
3 Blanker ) EET 6%
3 PIF - Photo Enaging plate l 55110090, 54439100 | 13%
4 OMP-Other machine proslucts imiscellamsoas) ; ”hu'llllllplt' 0%
] Bl - E[nar:,r ink developer H443510H0 0%
& OIL ZFI0THED 7%
7 Rlanket Wah ST 11000 7% N
B Other Consumables hdultiple 1%

1%



As discussed above we have found that the Impugned transaction is a mixed supply with nature of supply
as continuows supply of goods for single price and therefore the Value of supply of goods as per section
15 of the G5T Act shall be the ransaction value as reflected in the invoice Issue by the applicant,

0, In view of the deliberabions held hereinabove, we pass the erder as under

ORDER
[Urider sectlon 98 of the Central Goods and Sesvices Tax Act, 2017 and the Maharashtra Gogds and
Serviees Tax Act, 2017)

NOL GST=ARA-382017-18B= 4 5 - Mumbai, dt, == |'II"' i f":‘ ai g
Por reasons os discussed in the body of the ceder, the question is answered thus -

Question =1,  Classification of Electro Ink supplied along with corsumables under GST

Answer - The supply of Electro Ink supplied along with comsumable is a mixed supply as defined
u/s section 2 (74) of the GST Act and is also a continuows supply of goods as defined u/fs
2 (32) of the GST Act,

Cuestion -2 Determination of time and value of supply of Flectro Ink with consumables under the

indign pross contract

Answer; - The time of supply of Electro Ink supplicd along with consumables under  the indigo
press contract would be the earliest date between the date of invoie or the date of receip
of payment.  As regards the value of supply of Electra Ink supplied with consumables
under the Indigo Press Contract would be the transactions value as reflected in the inveice
issued 15 31{4) of tha CST Act,
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B Y, BORHADE PANKA] KUMAR
(MEMBEER) (MEMBER)
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1. The applicant £
2 The concerned Central [/ State officer : W
A The Commissioner of Séate Tax, Maharashtra State, Mumbai

4. The Chiel Conumissioner of Cenlral Tax, Church gate, Mumbai M BER

5. Joint commissioner of State tax , Mahavikas for Website. ADVANCE RULING A

IAAHARASHTRA STATE '

Mate - An A.pl_'renl againsl this advance ruling crder shall be made befare The Maharashira Appellate
Authority for Advance Ruling for Goods and Services Tax, 15 floor, Air India building, Mariman Point,
dumbai - 400021



