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HARYANA AUTHORITY FOR ADVANCE RULING,

GOODS AND SERVICES TAX,

HARYANA VANIJYA BHAWAN, PLOT NO 1-3, SECTOR 5,

PANCHKU LA-134L51 (HARYANA)

ADVAr\l cE RU Ll N G N O }IAR/HAAR/R I 7019-20 I A7

(ln Application No.: 07 lzolg-z},dated 20'06'2019)

Memo No.: 1047/AAR
Dated: 28.08.2020

Brief facts:-

The Applicant M/s sincere Marketing Services Pvt. Ltd', 39 KM Stone' N'H'-8'

Narsinghpur Village, Gurgaon, Haryana is registered under the GST laws vide

registration no. 06AAAcs t1f;apLZD; and engaged in the business of trading of

buses and chassis of bus. Additionally, in certain cases, also engaged in

provision of services in respect of fabrication/mounting of bus body on chassis

to its customer, wherein such services of fabrication/ mounting are being

outsourced to a bus bodybuilder. ln respect of the same, the applicant enters

into a separate arrangement with body builder for mounting of bus body on

chassis provided by the Applicant'

The Applicant has provided below a description of the transactions/

arrangements entered or proposed to be entered by the Applicant with its

customer:

Type 1:- Contract for sale of chassis mounted with bus body

Applicant enters into an arrangement with a chassis manufacturer for

purchasing chassis for bus. Subsequently, the Applicant enters into an

independent contract/arrangement with a bus body builder for mounting

the bus bodY on the chassis.

ln this regard, the Applicant sends the

the cover of a challan.

chassis to the bodY builder under

Once the body building activity gets completed' the built up bus i.e.

by body builder
chassis mounted with the bus body a1e
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1.4

and sent to the Applicant. For carrying out such activity of mounting the

bus body on the chassis, body builder recovers service charges from the

APPlicant.

o Pursuant to the above, the Applicant enters into a contract with a

customer for supply of the said built up bus'

Type 2:- Separate contract for sale of chassis and provision of services in

respect of activity of mounting/fabricating of bus body on the chassis

Type 2; Model A:

o The Applicant will enter into a contract with its customer for the sale of

chassis. Pursuant to which, request is received from the customer for

fabrication of the bus body on the chassis purchased by him'

o ln this regard, a subsequent contract will be entered between the

Applicant and the customer for the provision of services in respect of

activity of mounting/fabricating of bus body on the chassis.

o ln respect of the above, the Applicant will further enter into an

arrangement with body builder for mounting the bus body (as per

customer sPecifications).

o For executing supplies as per the above arrangement, the Applicant will

send the chassis to the bus body builder under the cover of a challan.

o once the body building activity gets completed, the built up bus i.e.

chassis mounted with the bus body will be removed by body builder and

sent to the Applicant. For carrying out such activity of mounting the bus

body on the chassis, body builder will recover service charges from the

Applicant.

. Subsequently, the Applicant will raise another invoice on the customer

for recovering its charges in respect the activity of mounting/fabricating

of bus body on the chassis.

ln respect of the above transaction, separate consideration will

charged by the Applicant from the customer in respect of the supply

chassis and provision of services in respect of fabrication/mounting

bus body on chassis to its customer,

be

of

of
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Type 2; Model B:

o The Applicant will enter into a contract with its customer for the sale of

ChaSSIS. PUrSUant tO WhiCh, reqUest is received from the customer for

fabrication of the bus body on the chassis purchased by him'

o ln this regard, a subsequent contract will be entered between the

ApplicantandtheCustomerfortheprovisionofservicesinrespectof

activity of mounting/fabricating of bus body on the chassis'

o ln respect of the above, the Applicant will further enter into an

arrangement with body builder for mounting the bus body (as per

customer sPecifications).

o For executing supplies as per the above arrangement, the Applicant will

supply the chassis to the customer under the "Bill to Ship to"

arrangement, wherein the invoice for such chassis will be raised on the

customer and the chassis will be shipped to body builder for mounting

the bus bodY on the chassis.

. Once the body building activity gets completed, the built up bus i'e'

chassis mounted with the bus body will be removed by the bus body

builder and sent to the customer directly. For carrying out such activity of

mounting the bus body on the chassis, the body builder will recover

service charges from the Applicant.

o Subsequently, the Applicant will raise another invoice on the customer

for recovering its charges in respect the activity of mounting/fabricating

of bus bodY on the chassis.

o ln respect of the above transaction, separate consideration will be

charged by the Applicant from the customer in respect of the supply of

chassis and provision of services in respect of fabrication/mounting of

bus body on chassis to its customer.

Type 3: Applicant enters into a contract for sale of chassis of bus to the

customer and subsequently, enters into a separate arrangement with the said

customer, wherein the Applicant is appointed as an agent by the customer for

undertaking the activity of mounting of bus body on the chassis on behalf of the

customer \ If \\N^.
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The Applicant will enter into a contract with its customer for the sale of

chassis. Pursuant to which, request is received from the customer for

fabrication of the bus body on the chassis purchased by him.

ln this regard, a subsequent contract will be entered between the

Applicant and the customer, wherein the Applicant is appointed as an

agent of customer for undertaking the activity of mounting the bus body

on the chassis sold to customer.

ln respect of the above, the Applicant will further enter into an

arrangement with body builder for mounting the bus body (as per

customer specifications).

For executing supplies as per the above arrangement, the Applicant will

send the chassis to the bus body builder under the cover of a challan.

Once the body building activity gets completed, the built up bus i.e.

chassis mounted with the bus body will be removed by body builder and

sent to the Applicant. For carrying out such activity of mounting the bus

body on the chassis, body builder will recover service charges from the

Applicant

Subsequently, the Applicant will recover the said charges from the

customer.

2. Questions raised before the authoritv:-

Whether supply of chassis mounted with bus

of bus or separate supplies of the following:-

and

body, shall be treated as a suPPlY

per the prescribed HSN;

2.1

Supply of chassis, taxable at the rate 28%o as per the prescribed HSN;

and

Provision of services in respect of activity of mounting/fabricating of bus

body on the chassis wherein the said activity of mountinglfabricating is

outsourced by the Applicant to the body builder'

Whether the supply of chassis and the provision of services in respect of activity

of mountingl fabrication under two separate contracts to the same customer

should be treated as supply of bus or as separate supplies of the following:

ffi
\in\
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3.

body on the chassis wherein the said activity of mounting/fabricating is

outsourced by the Applicant to the body builder.

2.3 Whether the recovery of the bus body building charges incurred by the

Applicant on behalf of customer in capacity of an agent, should be covered in

the ambit of Schedule I of Central Goods and Services Tax Act,20t7 (CGST Act,

2017') and leviable to GST. lf the answer to the said question is in adverse,

whether the recovery of the bus body building charges incurred by the

Applicant on behalf of the customer in capacity of an agent, will be leviable at

the rate of t8% as supply of services.

Discussion and findings:-

3.1 Now, before the above questions are to be decided in the instant case, it is

pertinent to know whether the activity of the bus body builder, in which

fabrication/mounting of bus body on the chassis supplied by the applicant

amounts to supply of goods or supply of services. ln this regard, CBIC vide

Circular No. 34/8/2O18-GST, dated 1,-3-2018, has clarified the matter. The

relevant portion of the circular is as under:

s. N. lssue Clorificotion

L. Whether octivity of bus

body building, is o

supply of goods or

services?

ln the cose of bus body building there is

supply of goods ond services. Thus,

classificotion of this composite supply, os

goods or service would depend on which

supply is the principol supply which may be

determined on the bosis of focts ond

circumstances of eoch cose.

ln view of the aforesaid clarification issued by the CBIC, to find out the supply

of goods and supply of services in the present case, on the basis of facts and

circumstances of the present case, we need to observe the definition of

composite supply and principal supply as defined under the CGST/HGST Act,

2017.

Composite supply has been defined under Section 2(30) of the CGST/SGST Act,

2017, as under:

"composite supply" means a supply made by a toxable person to a

recipient consisting of two or more toxofulg supplies of qoods or serviceso':o" tWPtiesof soods

3.2

:\,M



3.3

or both, or ony combinotion thereof, which ore naturally bundled and

supplied in conjunction with eoch other in the ordinary course of

business, one of which is o principa! supply;

tllustrotion. - Where goods are pocked ond tronsported with insuronce,

the supply of goods, pocking materiols, tronsport ond insuronce is o

composite supply ond supply of goods is o principol supply;

From the above definition it is clear that in the present case there is a

composite supply of goods i.e. chassis and supply of services i.e.

fabrication/mounting of bus body on the chassis supplied by the applicant.

Now, classification of this composite supoly, as goods or service would depend

on which supply is the principai supply which is to be determined on the basis

of facts and circumstances of the present case.

Further, Principal supply has been defined under Section 2(90) of the

CGST/SGST Act, 201.7,as under :

"principal supply" meons the supply of goods or services which

constitutes the predominant element of a composite supply ond to which

ony other supply forming port of thot composite supply is ancillory;

From the above definition of principal supply it is clear that in the present case

there is a principal supply of goods or services which constitutes the

predominant element of a composite supply. The predominant element of the

composite supply is to be determined on the basis of facts and circumstances

of the present case.

Now, classification of this composite supply, as goods or service would depend

on which supply is the principal supply which is also to be determined on the

basis of facts and circumstances of the present case.

Further, the tax liability on composite supply has been determined under

Section 8 of the CGST/SGST Act, 2A17 , as under :

The tox liobility on a composite or o mixed supply sholl be determined in

the following monner, nomely:-

(a) o composite supply comprising two or more supplies, one of which

is o principol supply, shall be treoted os o supply of such principal

supply; ond

3.3

3.4

3.5

3.5

2\'P (b)
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3.7

3.8

3.9

q supply of that particulor suppty which ottracts the highest rate of

tax.

It means, in the present case, there is composite supply of goods and services.

One of which is a principal supply. And the tax liability of such principal supply

will be the tax liability of the composite supply'

Now, it is pertinent to identify the principal supply and tax liability thereon for

all the three types of description of the transactions/ arrangements entered or

proposed to be entered by the Applicant with its customer. All these types have

been described in detail in brief facts.

Now, discuss Type L:- Contract for sale of chassis mounted with bus body:

ln this situation, the Applicant sends the chassis to the bus body builder under

the cover of a delivery challan. Once the body building activity gets completed,

the built up bus i.e. chassis mounted with the bus body are being removed by

body builder and sent to the Applicant.

ln this regard, the Government vide Circular Na. 52/26/2018-GST dated 9th

August, 2078, has provided a clarification in respect of applicable GST rate on

bus body building activity. The relevant extract of the same has been

reproduced below:

'l"2.L Applicoble GST rate for bus body building activity: Representotions

hove been received seeking clarificotions on GST rotes on the activity of bus

body building. The doubts have orisen on occount of the fact that while GST

applicable on job work services is 18%, the supply of motor vehicles ottrocts

GST @ 28%.

1.2.2 Buses [motor vehicles for the tronsport of ten or more persons,

including the driverJ fall under headings 8702 ond ottract 28% GST. Further,

chassis fitted with engines [8705] and whole bodies (including cobs) for
buses [8707] olso attroct 28% GST, ln this context, it is mentioned that the

services of bus body fabricotion on job work bosis attrocts 18% GST on such

service. Thus, fobricotion of buses moy involve the following two situations:

o) Bus body builder builds o bus, working on the chassis owned by him

ond supplies the built-up bus to the customer, and chorges the

customer for the vqlue of the bus.

b) Bus body builder builds body on chossis provided by the principol for
body building, ond chorges fobricotion chorges (including certoin

moteriol that was consumed during the process of job-work).\
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fabricotion of body on chassis provided by the principal (not on account of

body builder), the supply would merit classification as service, ondl8% GST

as opplicable will be charged accordingly."

ln view of the above, it is clear that the bus body builder is doing fabrication

of body on chassis provided by the principal (the applicant is principal in this

case; type U, this amounts to job work and as mentioned at Para L2.2(b) &

12.3 above the supply would merit classification as service, and t8% GST as

applicable will be charged accordingly.

Now, the applicant has a complete bus ready to supply to the customer. The

supply of chassis mounted with bus body to the customer, shall be treated as

a supply of bus; classifiable under chapter heading 87O2; taxable at the rate

28%.

3.10 Now, discuss type 2; in which a separate contract for sale of chassis and

provision of services in respect of activity of mounting/fabricating of bus body

on the chassis is done.

3.1.1 ln this situation, the Applicant will enter into a contract with its customer for

the sale of chassis. Pursuant to which, request is received from the customer

for fabrication of the bus body on the chassis purchased by him. ln this regard,

a subsequent contract will be entered between the Applicant and the customer

for the provision of services in respect of activity of mounting/fabricating of bus

body on the chassis. ln respect of the above, the Applicant will further enter

into an arrangement with body builder for mounting the bus body (as per

customer specifications). For executing supplies as per the above arrangement,

the Applicant sends the chassis to the bus body builder under the cover of a

challan.

Accordingly, while issuing invoice on the customer for sale of chassis will

charge GST at the rate of 28% as prescribed under the HSN 8705. Accordingly,

it is submitted by the applicant that they can raise a deliver challan sending

chassis to bus body builder for body building process. Once the body building

activity gets completed, the built up bus i.e. chassis mounted with the bus body

are being removed by body builder and sent to the Applicant.

3.12

Further, as mentioned above, activity of mounting of bus body on chassis (not

owned by body builder) shall be classified as supply of services in terms of

Circulqr No. 52/26/2018-GST dated gth AW1t, 2018, accordingly, it is21'Y W\



submitted that the body builder can raise invoice, charging tax at the rate of

Lg% as prescribed under the HSN 9988, on the Applicant for recovering its

service charges in respect of the activity carried out for mounting the bus body

on the chassis. After mounting the bus body on the chassis, the body builder

will be sending the same to the customer directly'

3.Iq The applicant further, contended that pursuant to the invoice being raised by

body builder on them, they will raise an invoice, charging tax at the rate of !8%

as prescribed under the HSN 9988, on the customer for recovering its service

charges in respect of the activity of mounting of bus body. Alternatively, they

also submitted that they can raise a single invoice to the customer for the

supply of chassis and provision of services in respect of fabrication / mounting

of bus body on chassis to its customer as per the HSN codes along with the GST

rates to be mentioned on the invoice'

3.L5 Here, we differfrom the appticant because in the instant case, it is the chassis

which is supplied by the applicant and in fact no treatment or process is

undertaken by the bus body builder on the chassis itself, except

fabrication/mounting of bus body on the same. At the same time, bus body

building involves use of raw materials/inputs etc', for

manufacture/fabrication/mounting of bus body and the cost of these inputs,

etc., do form the part of value which is being charged by the bus body builder

from the applicant or the customers.

3.16 Thus it emerges that the applicant whether a dealer or an agent is providing

only chassis. All inputs/materials required for fabrication of bus body, has to be

used by the bus body builder from its own account. Under such situation it is

the bus-body which is being fabricated and also being mounted on the chassis

provided by the applicant. Therefore, it is not merely job-work. Rather it is

supply of bus body and the activity of fitting/fabrication/mounting of bus body

on chassis is an ancillary activity to the principal activity of supply of bus-body.

,, Hence, in terms of the clarification issued by the CBIC vide Circular No.

34/gl2O1g-GST, dated 1,-3-201.8; the impugned activity is a composite supply,

with principat supply being supply of bus-body.

:rv
From the contents of the Tax lnvoice No. 1046111920

by the bus body builder i.e. M/s Audi Automobiles,

(M.P.) to the applicant as supplied by the applicant,

dated 20.05.2019 issued

Pithampur, District-Dhar

it is observed that the

-9-



description of supplies made /work done, is as under:

"Bus body building on your chossis with materials (Motor Vehicle

and Troiler Monufacturing Services) on L0.9A L School Bus BS lV

Legocy (3*2)'.

It is clear from the above invoice that the bus body builder is supplying bus

body to the applicant as principal supply.

3.18 The supply of chassis and the provision of services in respect of activity of

mounting / fabrication under two separate contracts to the same customer

should be treated as supply of chassis and composite supply of goods r.e.,

bus-bodies, being principal supply {HSN Code 87A7}; classifiable under chapter

heading 87O7; taxable at the rate 28Yo.

3.19 Type 3: The applicant gives third situation where the Applicant enters into a

contract for sale of chassis of bus to the customer and subsequently, enters

into a separate arrangement with the said customer, wherein the Applicant is

appointed as an agent by the customer for undertaking the activity of mounting

of bus body on the chassis on behalf of the customer.

The recovery of the bus body building charges incurred by the applicant on

behalf of customer in capacity of an agent, should be covered in the ambit of

Schedule lof Central Goods and ServicesTax Act,2O17 and thus, leviableto GST

taxable at the rate 28%.

3.2A From the above discussion, it is evident that the activity of fabrication, fitting

and mounting of bus bodies on the chassis supplied by the applicant is a

composite supply with supply of goods i.e., bus-bodies, being principal supply

(HSN Code 87A7).

4. Ruling:-

So, in light of the above discussion and finciings, the Ruling of the Authority on

the question raised in the application is as under:

The supply of chassis mounted with bus body, shall be treated as a supply of

bus; classifiable under chapter heading 8702; taxable at the rate 28%.

The supply of chassis and the provision of services in respect of activity of

mounting/ fabrication under two separate contracts to the same customer

should be treated as supply of chassis and compgEite supply of goods t.e., bus-

-10-
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bodies, being principai supply (HSN Code 8707); classifiable under chapter

heading 8707; taxable at the rate 28Y''

4.3 The recovery of the bus body building charges incurred by the applicant on

behalf of customer in capacity of an agent, should be covered in the ambit of

Schedule I of Central Goods and Services Tax Act,2a!7 and thus, leviable to GST

taxable at the rate 2B%.

Ordered accordinglY.
To be communicated.

13.09.2019
Panchkula.

A

lonrr.Q-.
{^nr"Ja Karmakar}

Member CGST

Regci. AD/Speed Post

Sincere Marketing Services Pvt. Ltd.,

39 KM Stone, N.H.-8, Narsinghpur Village,

Gurgaon, Haryana.

Copy to:

1,. principal Commissioner of Central Goods & Service Tax, GST Bhawan, Plot No.

36-37,Sector-32, Gurugram, Haryana.

2. Deputy Excise and Taxation commissioner, Gurugram (South).

3. Deputy/ Assistant Commissioner, GST Bhawan, Plot No. 36-37, Sector-32,

Gurugram, Haryana.
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