MAHARASHTRA AUTHORITY FOR ADVANCE RULING

GST Bhavan, 8 floor, H-Wing, Mazgaon, Mumbai = 400010

{eonstituted under section %6 of the Maharashtra Coods and Services Tax Act, 2017)

BEEFORE THE BENCH OF

{1} Shri B, Timothy, Addl. Commissioner of Central Tax, (Member)
{2y Shri B. V. Burhade, Joint Commissioner of State Tax,{ Member|)

GSTIN Number, if any/ User-id

2TAAACHZ006C1ED

Legal Mame of Applicam

M5, Hyu Inchin Pvi. Lid

while obtaining user id

Registered Address/Address provided | Plot Ne. EL - 215, MIDC, Mahape, Navi Mumbal - 400 701

| Details of application

GST-ARA, Application Mo, 96 Dated 30011, 201 %

Concerned officer

AsaT, CnmmlssunncrL“{_iST& CX, Division-1V, Belapur

MNatre of activity(s) {proposed [
prezent) in respect of which advance
rulmg sought

Category

Factory/Manufacturing

H Description {in brief)

That a.pph:aul is engaged in the manufacture of Hydraulic Kits
which is used with other tipping parts (s lift the ho-d}' of atruck.

lssue/s on which advance muling
required

i) Classification of goods and services or ~both.
{v) determination of the liability to pay lax on any goods or
services or both

{vii) whether any particular thing done by the applicant with
respeci 10 any gooeds andfor services or both amounis © or
results in & supply of goods and/or services or both, within the
meaning of that term

ﬂm:;tlmfs'l- on which advanee muling

As reproduced in para 02 of the Proceedings below.

PROCEEDINGS

r section 98 of the Central Goods and Services Tax Act, 2017 and the Maharashtra
Goods and Services Tax Act, 2017)

fhe present application has been filed under section 97 of the Central Goods and Services
2017 and the Maharashtra Goods and Servicas Tax Act, 2017 [hereinafter referred to as

ruling in respect of the following questions -

a. What is the appropriate clagsification and tax rate applicable on the supply of -
‘Hydraulic Kits" supplied to dealers / distributors or body builders as such from the
factory of applicant, under Central Goods and Service Tax Act, 2017 (OGST).
At the outset, we would like to make it clear that the provisions of both the CGST Act and

the MGST Act are the same except for certain provisions. Therefore, unless a mention

is

apecifically made to such dissimilar provisions, a reference to the CGST Act would also mean a

reference to the same provision under the MGST Act. Further te the earlier, henceforth for the

purposes of this Advance Ruling, a reference to such a similar provision under the CGST Act /
MOST Act would be mentioned as being under the "GST Act”.



FACTS AND CONTENTION - AS PER THE APPLICANT
-sTa. T OF RELEVANT FA ING ON THE QUESTION(S) ON WHICH

DVANC LIMG ] SUTRED.

. M/sHyva India Pvi. Lid. (" Applicant’) having its corporate head office at EL-215, Mahape, Mavi
Mumbai - 400710 and having various manulacturing units across the couniry, is engaged in the
manuficiure and supply of hvdraulic kits, tippers, compaciors, cranes, tail lifts, hook leaders,
conirel valves clc,

2. The present application is filed in respect of one of the products nanvely “Hydraulic Kit"
Hydraulic Kit is a combination of varicus items including Hydmulic front end cylinder, Gasket,
washers, MTG Kit valves, hose, pipes, il tanks, cables, etc. along with other parts which are used
for the fixing / mounting on a moter vehicle chassis. The hydrmulic kit is of a kind used to fixed
on a mator vehicle chassis can be used fo [ifi the bady of truck, tipper, ete. Further, the “Hwdraulic
Kit" is used in bodies'platform, detaching sides, tipper bodies falling under Chapter Heading
Mo 8709 as well 85 for other trailers for transport of goods such as agricubtural, public works etc.,
wrailer {whether or not tipper) falling under Heading Mo.B7.16. All the aforesaid items of
Hydraulic. Kit {except Hydraulic cylinder and Valve which arc manufactured by the applicam)
are commonly kiown @ "wel kit” by the applicant. The front-end hydraulics are the hest choice
for front-end tippers and tipping trailers.

lat
.

Al the items of wet kit except Yalve, ars purchased and received from various vendors and ang

P ,-J::TJI , classified under different headings of the Customs Tandl which is adopted for the specification of
. i lll
Py '—ﬂH .,‘m:}';T cates in the notification issued under the CGST Act. The applicant supplies the “Hydraulic

-I.'.'-
-F"Fr} \’Eﬁt" which comprise of Hydraulic cylinder along with wet kit. The I {vdraulic cylinder and Valve

-;';'| manufactured by the applicant at its factory/workshap duly registered under GST law. It is
| En*ﬁmmcd that bulk packs of wet kit parts are received from various vendors, The applicant is then
: dndertaking the activity of repacking of wet kit items in seis from the bulk pack to small pack, 1t
" means all the parts of Hydraulic kit complete in iiself are dispatched in loose sets. Thus, the
Hydraulic system in unassembled form are supplied by the applicant from its premises comprising

of Hydraulic cylinder, wet kits in leose forms.

4, 1t is 1o be noted that Hydraulic Kit {cylinder + wet kit) when fitted on the chassis of motor vehicle
delivers higher transport efficiency and safer operating at lowes cost in the Construction,
Transportation and Mining market segmeants.

5 Iiis observed by the applicant that there is an ambiguity prevailing in respect of the classification
of "Hydraulic Kit" under GST laws for the purpose of determination of rate of tax.

i Hydraulic Kit is supplisd in two modes:

(i} Supply 1o dealers / distributors / body builders:
(i1} Supply to OEMs (nzmely Tata Motors, Elcher Motors, ete) alongwith body fitted on the
chassis received from OEMs.

i The dealers / distributors who purchase the Hydrulie Kit from the applicant, further sell the
Hydraulic Kit to end customers; whereas body builder to whom the applicant sells the Hydraulic
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Kit uses the Hydraulic Kit in its factery, premises, 1o be fitted on the chassis of the vehicle. In some
case, the Hydraulic Kit is cleared with or withowt pump to the dealers / distributors or OEMS

8. In ease of sale of Hydraulic Kits to OEMs, the applicant receives chassis from the OEMs for fitting
of body along with Hydraulic kit. In such cases, applicant supplies the body with Hydraulic kit =
a complete productsolution to the cestomers (OEMSs) and clears the resultant product i, Body +
Hydraulic Kit under Chapter Heading MNe.B7.07 of the First Schedule of the Customs Tanff Act
attracting GST @28%. In some instances, the applicant also clears/supplies the body alone to the
OFEMs under Chapter Heading Mo.87.07 of the First Schedule of the Customs. Tariff Act attracting
GST ia@28%.

g, In the present application, the applicant iz secking the clarification regarding the correct
classification of Hydraulic Kit supplied to Dealers / Distributors or body buildess a5 such from the
factory of the applicant,

L0, As per the understanding of the applicant, there is an ambiguity regarding the correct ¢lassification
of Hydraulic kit supplicd as such to dealers [ distribulors or body builders cleared as such, as it
comprises of muliiple parts classifiable under various Tariff Headings, whereas, the Chapier
Heading Mo 84.12 of the Customs Tariff covers "Hydraulic Systens” within its purview,

1, Chapler Heading No. 84,12 of the Customs Tariff covers ‘Cither Engines angd Machimes”. This Chaper

covers "Hydraulic Power Engines and Mators'

€1 Mo, 317 of Schedule - 1 to Netification Na.1/2017- Central Tax (Rate) dated 30.06.2017 reads

s under;

| &b, | Chapder Heading Deseription of Goods Rate of Tax
No.| Sub-Heading [CGST)

| Cher ersines dried wolory (Reaction einglmes other

i Foerden _,I'EH. Ftl.-‘cdl"ﬂ'ld:: povdr. aagnRes el

motors, Prewmatic power dngines and medors) | ge.

atfr, part) (orher than wind fechive ar engine]

.}‘m 7. |34|2

Therefore, Hydraulic Power engines and motors of Heading Mo, 84,11 are covered by 51, No. 317 ol

Schedule 111 and attract CGST @ 9%.
13. The present ambiguity regarding the Hydraalic Kit cleared 1o dealers / distributors or body builders
cleared as such, arises due to absence of such rypefcategory of product in Custems Tariff. The
Customs Tariff mentions Hydraulic power sngines amd motors’ under Chapter Heading No. 8412,
However, the applicant's query arises from the fact that whether “Hydraulic kits™ can be held to be
synonymous te the term ‘Hydraulic power engines and motors’ B8 covered under Heading No.84.12
of the Customs Tariff.

STATEMENT CONTAINING AFPPLICANTS INTERPRETATION OF LAW ANDVOR
FACTS, AS THE CASE MAY BE, IN RESPECT OF QUESTION(S) ON WHICH ADVANCE
RULING IS REQUIRED,

APPLICANT'S INTERPRETATION

HYDRAULIC KITS MANUTFACTURED AND SUPPLIED BY THE APPLICANT ARE
CLASSIFIABLE UNDER CHAPTER HEADING NO. 8412 OF THE CUSTOMS TARITF AND
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COVERED BY 5L, NO. 317 OF SCHEDULE-III TO NOTIFICATION NO. 1.2 7-CENTRAL TAX
(RATE) DATED 30.06.2017

L |

c2

c3

5

Ch

i

In terms of Section 91} of CGST Act and subject to Section 9(2), there shall be levied a tax
called the Central Goods and Service Tax on all intra-State supplies of goods or services
or both, except on the supply of aleoholic liquor for human consumption, on the value
determined under section 15 and at such rates, not exceeding twenty per cent, as may be
notified by the Government on e recommendations of the Council and collected in such
manner as may be prescribed and shall be paid by the taxable person.

The Central Government has issued Nobficaton Nod /2017-Central Tax (Rate) dated
2R.6.2017 in exercise of the powers under Section 9(1}. This Notfn, in Sch. 1t V1 specifies
goods, which will be levied to tax at the rate of 25%, 6%, 9%, 14%, 1.5% & 0.125%.
Chapter Heading No, 84.12 of the Customs Tarifl is the relevant heading for the present

matter and reads as under

Description of goods L mit Rate
Tariff ltem
Srandarg Freferemiiol
Area
(1} (2} 13} 4} (51
8413 (YTHER ENGINES AND MOTORSE
2417 1000 - HAeccrlon angines ather thon turbo.jets
- | Hydraullc power engines and matars;
412 21y - { e geling fevlingdere)
8412 29 = | Other
ph [ B4122910 — | Hydrajer fhvdrawlic el engines)
Yoty (8122990 [~ | Cuber

4= WThe relevant entry in Schedule-1N of Notification No. 1/2017-Central Tax (Rate} dated
256 2087, for the purpose of the applicant's product in question, reads as under:

S | Chapler Heoding ﬂr:;rﬂ,r.u'mrl af Croaats FAore af
| Sch. | No | Sub- fleading Tax {GSET]
1. 317 | #2 Other engines and notors (Reaction engimex other | %%
; thar furba jets, Fedrawlic pever engines ord
sors, Fosumplic power englae: and motors;

| other, parts) fouker ther wivd urbise or enginef
The aforesaid Motification contains the following explanation;

fi

{ir)

diii) “Farifl item”, "sub-heading”, "heading” and "Chapter” shall mean respectively a fariff
item, Breading, sub-leading and Chapier as specified in the First Schednle o the Customy
Tariff det, 1975 (31 of 1975),

fiv The rules for the interpretarion of the First Schedule to the satd Customs Tarlff Ace, 1975,
inchuding the Section and Chapter Notes and the General Explanatory Notes af the First
Sehedule shall so for as may be, apply to the inferpreiarion of his rodfcarion,

A perusal of the aforesaid provisions read with explanation to the Notification Neo.//2017-Central

Tax (Rate) shows that in order to determine the rate of CGST leviable on the product in question,

y ]



it is paramount to determine the classification of the product in question under Customs Tariff Act,
1975,

C7  The Custom Tanff is gencrally based on the tanft clessification adopied by World Customs
Chganization in its Harmenized Commodity Description of Coding System (hereanafter referred to
as “HSN"). Hence, wherever a Chapter of Custom Tarift is fully aligned with the corresponding
Chapter of HEN, then the HEM explanatory notes explaining the scope of headings of that Chapter
would have persuasive value in the determination of scope of Headings of correspondence Chapter
of Central Excise Tariff. The aforesaid position has been laid dewn by the Hon'ble Supreme Count
in the following decisions:

{a)  Camlin Limited V5. CCE - 2008 (230) ELT 193 (8C)
{b}  Coen Bharat Limited Vs. CCE - 2007 (217) ELT 165 ($C)
(¢}  CCE Vs Bakelite Hylam Limited - 1997 (91) ELT 13 (SC)

CH Accordingly, Explanatory notes to HSN are used in order to understand and asceriain the correct
classification of the products in guestion, The reference to Explanatory notes would be made
wherever required in relation to the respective products.

C9  The relevant portion of the Explanatory Notes to Chapter Heading No.84.12 of HSN reads as
unider:

@) HYDRADLIC POWER ENGINES AND MOTORS

This group meludes:
..

\ f,,
:3'&;! I!f!_@auh‘;- systems consisting of a kydraulic power unil (comprising essentially o hydraplic
' pmp, an eleciric moror. cortrol valves and an oil tankj, hvdrawlic cylinders and the piges or
__-' fioges needed 1o conmect ihe cylimders o the hvdrawlic power anii, the whole forming o
. —d fupctional unit within e meaning of Note & to Section XVI (see the General Explanatery
Note to that Seclion), These systems ave used, €. g. (0 aperate civil engineering SIrcrures
C.10  For sake of reference, Note 4 to Section X1 of HSN reads as under:

4. Where @ machire (including o combination of machines) consisty of individial componenia
fwhether separate or Interconnected by piplig, by tranamission devices, by eleciric cables or
by other devices) intended 1o contribute together te a clearly defired funceion covered By o
of the headings in Chapter 84 ar Chapter 85, ther the whole falls 1o be classified in the heading
aPOFoRrTe 1 il fiRCion.

C.11  As per the Explanatory Note, Heading No.B4.12 of HSN covers "hydranlic sysiems " consisting of
a hydraulic pewer unil (comprising essentially a hydraulic pump, an electric motor, contral valves
and an oil sank), hydraulic cylinders and the pipes or hoses needed to conneet the ¢ylindars 1o the
hydraulic power unit,



C.2  The lack of mention of the term Hydrawdic Ki¢ in the TanifT entries should not be considered
aguinst such mechanical kits which work primarily on Hydraulic eylinders as the rest of the parts
are mere ancillary to the Hydraulic eylinder which astract CGST (@ 9% by virtue of S Ne. 317 of
Sch.-11 o Notification Me, 1208 T-C.T. {Rate) dt. 30062017,

C.I3  To suppert the above submission, the applicant wishes to rely on following decision’ order passed
by Linited States International Trade Commission in Ruling Mo, M246885 dated 8th November,
20413, The product which was under consideration before the Commission was classification of
Hydraulic Equipment Assisting Device (HEADYTM Hybrid System specifically developed for use
with refuse trucks imported from Canada, The relevant portion of the ruling is reproduced helow
for ease of reference:

"M2LGRAS

November 8 2003 C ; LA2-84.0T: RR-NC:N{: 102

CATEGORY: Classificarion : TARIFF NO.; 8412295075

Mr: James King , Affiliated Curtoms Brokers USA, Inc.

193 Wear Service Road, Champlain, NY 12919

RE: The tariff classification of o hydraulic system from Caneda

Deqar Mr. King:

In your letier dated Octaber 4, 2003, pou requesied a tariff classification ruling on behalf of your
client, Developpment Effenca inc,

The product under comsideration i described o5 o Hvdrawlic Equipment Assising Device

FHEADYTM Hybrid Systemr, You indicare that this hydrawlic sysiem way apecifically developed for
wse with refuse trucks and primarily consisis of the following compornents: hvdraulic reservoir,

main fydrandic circwit manifold, fiydraulic amps, ransfer case, ransfer case hydraulic manifold,
: lic accumulatar, Hydrawlic Moter Power Take Off (HMPTO), primary Power Take-Off
F,:Et',{}j fdranlic circalt fiivers and heses
:ﬂw;.rng braking, hdrawlic pumps are used to slow down the vehicle and recaver kinetic energy
wiich is srared in the hydrawdic accumulator in the form of pressurized fluid. The HEADIM Hybrid
System uses the stored energy to reduce or eluminale engine idling while the waste handling
4 equipmeni is being upercied.
In vour lerier, vou propose an alternaiive classification of sublieading 5479 86,9509, Harmonized
Tarifi Schedule of the United States. (HTSUS), which provides for "Machines and mecharical
appliances having individual functions, not specified or ireluded slvewhere in Hhis chapier, pavis
thereafs Other machines and mechanical applionces: Other: Other: Other®. The Explanatory
Notes toheading 84. 79 state, in pertinens pard, that "This heading is restricied to machinery having
individual functions, which... fe} Cannot be classified i any other particwlar heading of this
Chapter ,..". As the device wnder consideration is specifically pravided for elsewhere in Chapier
84, classificarion in leading 8479, HTELUS, is precluded.
The applicable subheading for the HEADIM Hybrid System will e 8412298075, HISUS, of the
Linited Stares (HTSUS), which provides for other engines and mofors, and parts thereal hydraulic
power engines and mators, other, other, ather. The rale of duty will be free.....™



HYDRAULIC KIT WILL BE EXCLUDED FROM CHAPTER HEADING NO.B7.08
D1 Chapter 87 of the HSN covered “weficles other than railway or ramway rolling stock, and poris

and acesseries iaraa™

D.2 Chapter Heading 87. 08 covers *Parts and accessories of the motor vehicles of headings B7.01 1o
87057, To understand the sope of goods covered under heading BTOR, it s relevant 1o refer
Explanatory Note to Heading No. 8708 of the HSN which reads as under:
"This heading covers all the motor vehicles of heading 8701 1o 8705, provided the pavis and
aeeessories fulfill Both the following conditions:
§) They miust be identifiable o5 being suitabile for use solely or principaliy with the ahovementivened
vehicles,  and
iih They murt wot be excluded by the previsions of the Notes to Section XVIT (sae the correspending
Creneral Explawnatory Node). ...

0.3 It should however be noted that the Heading Mo 87.08 apply only to those parts and accessories

which comply with the all the three following condirions,

a) They must not be excluded by Mote 2 o Seetion XWVIL; &

b} They must be suitable for use solely or principally with motor vehicles coverad under hesding

Mo. 8701 1o BTO5 &

¢) They must not be more specifically included elsewhere in the nomenclamre,

I the present case, the Hydraulic Kit is used on hodies’ platform, detaching sides, tipper bodies

lling under Chapter Heading No.87.09 as well as for other trailers for ransport of goods such as

icultural, public works e, trailer (whether or not tipper) falling under Heading No.87.16.

, 11 18 clear that the product in question i.e. Hydraulic Kit is not satisfying the condition No.{b)

.fﬂmthnm in Para 10,3 above and hence is not suitable for use solely or principaily with the motor

vehicles of Heading Mos 8701 1w 705,

DS Further, the applicant also submits that the Hydraulic Kit is specifically excluded by Nowe 2{e) 10
Section | 7 which provides that the expression "parts” and "poarty and accessories” do nof apply
fo machines or apparaius of heading 8401 to 8479 or paris thereof, otier than radialors ar articles
of Section 5481 or 8482 or provide constituring integral parts for engines ov mofe arvicles af
Heading 8483, whether or not they are identiflable as goods as per the goods af this section, In
the present case, the subject product ks squarely/specifically coversd ander Hdg Mo 8412 & hence
condition {2) mentioned in para C.15 above stands not satisfied.

D& Asdiscussed in paras C.1 o C.12 above. it is clear that Hydraulic Kit is more specifically included
in Heading No.84.12 and is more specifically covered under said heading. Thus, the Hydraulic Kit
does not satsfy the condition (<) mentioned in para D03 above,

D7 Therefore, it is clear that all the 3 conditions mentioned in Heading Mo, 8708 arc not satisfied in
the present case and hence, the product in question i.e. Hydraulic Kit will not be coversd under

Heading No.8708,



E.l

COMPLETE HYDRAULIC KIT IS CLEARED FROM THE FACTORY OF THE

APPLICANT IN UNASSEMBLED/DISASSEMBLED CONDITION.
Applicants are chearing complete Hydraulic Kit from their factory in unassembled/disassembled

condition. The Hydraulic Kit is o combination of veriows items including Hydraulic front-end
cylinder, Gasket, washers, MTG Kit valves, hose, pipes, 04l tanks, cables, etc.

Te decide the classification of an item in disassembled form, rule 2{a) of the Interpretative Rules
has to be invoked, The applicant submits that in terms of Rule 2{a) of the General Imerpretative
Rules, the classifieation of Hydmulic Kit clearsd in imassembled condition has o be under
Heading Mo.8412 only. The applicant relies upon Rule 2{a) of the General Interpretative Rules
which reads as under:

Fade 2ia) of GIR

Any reference in g heading to an article sholl be taken to include o reference to thar artiele
incomplete or unfinished, provided that, as presented, the incomplete or unfinished article has the
exsential characier of the complete or finished article. ft shall olzo be takan to include a reforence
to that article complele or finished for falling to be classified os complete or finished by virtue of
this rule), presented unassembled or disassembled,

The applicants also specifically relied upon the Cireular No, 35/1995-Cus dated 30.5.1995 which

dealt with assessment of goods imported in CKIVSKD (unassembled) condition. The Circular held

that “incomplete, unassembled articles should be asiessed ay compiete ariicles, provided thar

whew axsemblad the incomplete article hax the essential character of a complete article”. The

relevant portion of said Circular is as under:

! l'::\ Crovernment of iy
n Mimistry of Finance! Depariment of Revenie)
Neaw Drafhi

Subject Asyessmeni of goods trported tn CKDVIKD condition
The Board hax had the occasion to examine the guestion of assessment of goods imported
in unassembled form, particularly in the comtext of cerfain recent imports of cars in SKD kit form
with the omitsion of o fow partr like the batteries and fyves.

The question is not o rew one, having been exawmined earlier o various levels, including
the Supreme Court in the case of Sharp Business Machines v. Collector of Customs. The said
judgment was also faken note of by the Tariff Conference of 1991, A reading of rule 2fa) of the
Interpretative Rules o the Firsi Schedule to the Customs Tariff Act. 1973, along with the
Explanaiory Note o this rule and the illustrations cited in the HEN Explanatory Noves makes it
amply clear that even incamplete, wnassembled articles should be assessed as complete articles,
provided thar when assembled the mcomplere articly hus the cxsential character of a complete
article. n the comtext of automebiles, the HSN Nows at page 1413 cites the cases of cary without

barteries and (yres. or even the engines, ax examples of such ariicles having the cssential character

af complete ariicles



In this background, the Board once again desires the field formations to take due note of
the provisions of Rule 2a} of the abeve said Interpretative Rules, while dealing with sweh cases,
Regarding import licence, the EXIM Policy resiricts the imports of net only complete
consumer articles bat alse these articles in SKIVCKD condition or ready te assemble sein.
Accordingly, such imporis requive a gpecific import licence. However, n some cases it has been
anticed that the various bodies of the Government like the Secretaviat of Industrial Approvals,
FIFB efe, have approved the projects for the manyfaciure of such ariicles, with permission io
inipart SED kitk in the mitial period. Though the import licence is a must in these cases alse, sl
if by misinke the importers have not oblained the licence. prior to the imports, they may be advised
io abiain the same and the cases need rat be adjudicated withow giving this apportunity. n
genuine coses, fike i the cases of reputed monufacturers with a praper infrastrucire for
mamfaciuring activities in respect of the goods beding imported ard having indusielal appravals
Jor SKD maparis; clearance af goods wmder (10 bonds may also be considered pending production
af icences.
E.4 Thus, when any article such as Hydraulic Kit is cleared in CKD/SKD conditien, its classification
for purpose of assessment would be done as complete or finished article in terms of the said Rule
Ja) Im view of Rule Z{a} read with CBEC Circular dated 3051995, it is clear that
unassembledrassembled articles will fall under Heading Mo:84.12;
E.5 To support the abave submission, the applican! wishes 1o rely on following decizsionorder passed
B by United States Intermationzl Trade Commission in Ruling Mo, RO1119 dated 16th Diecember
2004, The product which was under consideration before the Commission was classification of

ydraulic Cylinder and parts for use as a hydraulic linear actuator in a pleasure boat iy’ docking
yalem impored from China, The relevant portion of the ruling is reproduced below for ease of

-:;FN]"R{HFJ'.‘:' ; December 8, 2004

CEA-2-84:BRNC 102 RV 119

CATEGORY: Classification ;| TARIFF NQ.; 8402 210075, 8412, 30,9005

Mr. Dvglos Mark Carrer

Swanzaen fdusteies, 2008 Seiltrown Rood

Morgarfown, WY 26508

ol T tari classificarion of hdraulic olinders and parts from Ching

Dear Mr. Carter:

dn yvowr letter dated November 8, 2004 you requested @ rarifl classification ruling on befalf of
Swarrson Mndusieies and Inguire abowt couniry of origin marking requirements for certain
imported components. Descriptive information and techinical drowings were submited

The articles in question are desoribed as twa similar hyvdraulic oflinders, which are Identified ax
evlinder nurnber 1 27 and cylinder npmber J503. You ivdicaie thar cplinder wimber 0127 will be
imparted gs o fnished product, ossembled and painted, ond thay It §5 infended jor use as a

Fr_pt.iralr!e'cﬂ”y r.lp:ml'n:f limear acinator _.I'|':lr I'J'g:'r.r nfulj-" carsfriction and agrfcn'.l'fn’rm' EFUIRen|
g



Cylingder ramtber F303 will by {mporied ay components, which be assembled into 10 6 complele
cylinder infendod for wse as a hydvranlle Bnear actuaior in o pleasare boat Tfdocking sysiem,
The imported components for crlinder number 1503 include a cylinder, rod assembly, Cwlinder
botiom, gland, piston and pivol lube, The imported componenis will ke assembled with demesiic
comporents ia the United States and the eomplered cvlinder will then Be painted,

The applicable sublicading for the completed cvitnder, pwmber 027, will be 2472 2T 0073,
Harmonized. Tarilf Schedule of the United States (HTEUS), which provides for hvdraslic power
erigines and motors, other linear acting cvlinders, The rate of duny is free

The applicable subheading for fhe imported comporenis. for tse in The assembly of cplinder
nppnher FR03, e, the cylinder, vod acceobly, cviinder bottom, gland, piston and pieat tube, will
e §412, 90005, HTSUS, which provides for parts of linear aciing hydraulic power engines and
moiars. The Fare of dufy is fres.

Jn your reguest you alto fnguive abow! the requived couniry of origin marcing for the imporied
componerts that are assembled by Swarsow in the United Siares

The marking statte, section 30, Tarif At of 1930, ag amended (19 LS. 1304), provides thar,
nnlexs exeepted, every article of foreign origin (or (s container) imported info the U8 shall be
marked i a conspicuows place ax legibly, mdelibly amd permanentiy ax the mature of the arlicle
for dix contamer) will permit. in such a morrer as o indicate o the plimate purchaser i e U8
the English mame of the corniey of origin of the article. Part 134, Customs Regulations (19 CFR
Porr 1340 imnlements the couriry of origin marking reqriremenss and exceprions of 19 USC /304,

Sectton 134.1¢d), defines the ultimate purchaser as generally the lost person in the U8 whao will
¢ive the article in the form in which it was imported. 19 CFR 134 1id} (1} siates thar if an
 article will be wsed inomovigcinre, the marmfacineer may be the wilimare parchaser (F
e mondacturer subjects the imporied article fo a process witich reswlts in o substantial
1_;'|"‘H;ra.r:l.jﬁrmun‘rm of the article. An ardcle wsed in manufacure which resulis in an article having a
wame, chorgcler or use differing from that of the constituent article will be considered
subrspannially wansformed ond that e marafacturer or processor wil be considered the witimare
purchaser of the constitwerd materials. Pursuanr 19 CFR 13435, in such circumstances, the
imported ariicle & excepied from markiog amd only the suermort contaimer is reguired fo be
morked,

Based on the infarmation provided we find that the subject compenents are subsranually
sransformed into articles with @ new name, character or use, when incorporated with other
components fo produce finished hedrasdic cvlinders. Further, yon stare that Swarson fuas ne
intentions te market or sell the tmported comporenis separaiely, Accordingly, Swanson is the
ultimaie purchazer of the impored componeants,

In gecordance with 19 CFR 134335, the subject components, provided that they are wied by
Swanson (n the assembly of campleted cvlinders and not sold separately in their condition as
imported, are excepted from Individual marking and only the sutermost containers of the imported

articles mnusi be marked with comitry of ovigin,
10



Hith respect to vorr inguiry as to the markings for the completed cvlinders that are assembiled in
the United States, please nofe that owr regulotions govern only the marking of imported
merchandise. We suggest you contact the Federal Trade Commission, Division of Enforcemenr,
Sl ard Pemsvlvarie Averrwe, NW, Wartiingeon, DO 20508, whick hos Jurisdicilon over il
markinng of products that ave made in the USA.

This ruling is being isswed under the provisions of Part 177 of the Customs Reguiations C.F.R
I77),

A copy af the ruling or the eonirol number indicated above should be provided with the entry
docwmenits filed at the time this merchandise is imported. If you have any questions regarding the
rirling, comtact Natiowal Impors Specialisi Kenneth T, Brock at 646-733 3009

Without prejudice to the above subimission, the applicant submits that the product in question
would be classified uader Heading Mo B4 70 of the Customs Tariff Act.

F.1 Chapter Heading MNo.B4.79 of the Customs Tariff Act covers “machines and mechamical

|-|.':
'

appliancer having individual finctions, not specified or included elvrwhers in this chapter"
F.2 The relevant entry of MNotification Mo, P01 T-Integrated Tax (Rate) dated 28.6.2017, for the
purpose of this opinion as 10 Schedule - 11 iz as under:

EL.Mo, | ChapterHeadingSub- | Description of Goods
MeadmyTandT tem
60 Rara Machives and mechenical applicnces forvimg fmdivicand fomctions,
not specified or included elsewhere Jn tis Chapier [olher than
P, Pazzenger hogrding Brldges of o bind uved in girparts (8479 71 0
«,::-L,f“ caicl arher (3479 79 004,

O F3 ‘-.f_iﬂ_ ing Mo.B4.79 of Chapter 84 is a_residugry ¢miry which covers mechanical equipment which
':h_ ve individual purpose and are not coverad anywhere in Chapter 84,

F.4 ; llll is informed that the Hydraulic Kit is installed in the various places to lift and control the

_."|I'r||;|-'|.'|;r|‘|1:r_|l of the item 1o be lifted in vertical or horizontal direction. Thus, the purpose of

o “Hydvandic Kie" is specific and individual ie. is specialized to the product itself. As such,
"Hydranlic Kir™ is classifinble under Chapter Heading Mo, 84.79 of the Customs. Tanff. Thus, the
applicant, without prejudice to its contentions contained elscwhere in the application, alternatively
submits that the Hydraulic Kit will fall under Heading No 84,79 of the Custorns Tariff and attract
GST @i8% by virwe of Sl No36é of Schedule-lll to Motification No.1.2017-Integrated
TaxiRale) dated 28.6.2017.

18S1ES RELATING TO ADVANCE RULING AND APPLICANTS UNDERSTANDING,
Duestion: -

Gl What is the appropriate classification and rate of CGST on the supply of such "Hydranlic Kir"
cleared to dealers / distributors or OEMs cleared as such, which comprises of the Hydraulic

evlinder and wet kit {with or without pump).



Applicants understanding: -

G.2  That the correct classification of ‘Hydraulic K cleared 1o dealers ( distributors or OEMSs cleared
as such from its factory, should be under the Chapter Heading No.84.12 of the Customs Tariff Act,
1975 attrecting CGST on supply of such goods %% by virue of 81 No. 317 of Schedule - 11 w
Motification No, 12017 Central Tax (Rate) dated 30.06.2017

Additional submissions on 30.01,2019
SYNOPSIS
L. In this regard, the Applicant wishes 10 make the fellowing additional submissions which are
without prejudice fo the submissions made in the advance ruling application.
WRITTEN SUBMISSIONS
A. THYDRAULIC KIT" 15 CLASSIFIABLE UNDER CHAFTER HEADING 84.12 OF THE

CUSTOMS TARIFF ACT, 1975

1.1 As submitted m the Advance Buling Appln.. Chapter 84 of the Customs Tariff Act, 1973
MOTA™, covers “"Nuclear reactors, boilers, machinery & mechanioal applionces; paris therea)™,
Within the said Chapler, Heading 84.12 of the CTA covers “Other Engines & Morors ™

12 The HSM Explanatory Motes 10 Chapter Heading MNo.84,12 specifically covers “fhwdraulic
Syziens "~ consisting of a hydraulic power unit {comprising cssentially a hydraulic pump, an electric

miotor, control valves and an oil tank], hydraulic cvlinders and the pipes or hoses needed to connect

the ¢vlinders to the hydraulic power unit.
S In light of the above HEM explanatory notes, it wis submitted m the Advance Buling Application
h 1. s in paras C. 1 0 C.12 Refer Page na 14-19 of the Advance Ruling Appiication) that “Hydroulic

‘m—\x‘: . ““!.’f.r" is the same as “Hedrgielle Siaren® and thus claszifiable under Chapter Heading 84.12 of the

VEka
I.4|,JJ_"['I3| further substantiate the said position, refersnce is made to case laws which lay down the
o "Common Parlonce resr®,
: “SCOMMON  PARLANCE TEST' FOR THE PURPOSE OF IDEMTIFYING THE
" APPROPRIATE CLASSIFICATION
1.5.1 The Supreme Court in the cese of Commissioner of Central Eveive, New Delhi ve Cannaught
Pliaza Restauranr (P) Lid, New Delhi (286) E.L.T. 321 (5.C.) fRefer Fage ro. ! 13 of "Index - 1
subsitted during the admizsion PHYapheld the *Tesr of Common Porlonce™ laid out in the case of
Commissioner of Trade Tax, UF. v, Karios Infernational 2011 (268) E.LLT. 289 [5.C) (Refer

Page ma. J70-137 of “Prddex — 1" sehmiited during the admicsion FH). The count held as under;

"3, Therefore, whal flows fram a reading of e aferemenifoned decisionys 15 dhar i the abience of a
Sratuiory definition in precize fevmy; werds, enfries gid fems (n foclng siatres orasi be consiruad i#
ferms of their commercinl or rade wndersianding, or according ro thelr popular Reaming. in other words
they heve o be conviructed 0 the sense thal the people conversant with the subiect matter af the statute,
would attribide to i, Resort to righd imterpretation in ferms of scientiffc and techmleal meanings should be

avoided tr swch circumstances.



182  The court was thus of the view that that to identify whether a particular article will fall
within a particular tariff heading or note, the same has to be decided on the basis of the of the
tangible material or evidence to determine how such an article is understeod in commaon parlance,

.83 In the case of Comner. O Central Excive v. Wockhards Life Science Led. AR 2012 &C

1681 (Refer Page mo. [N - 112 of Index submitted during the admission PH) the court held as
uider:

“There iz no fived test for classification afa taxeble commodity. This is probably the reason why the

‘common parlance tesi or the cormmercial wsage tesi' are the mast common, Whether a particuloar

article will fall within a particular Tariff heading or rot has to be decided on the bases of the tangihle

muaterial or evidence to deferming how gich as article in wnderstood in ‘common pariance” or in
commercial world' er in Trade circle’ or in its popelor sense meaning. It (s they who are concermed
with i and @t is the tense jin which they wnderstand it thar constiiutes the definitive tndex af the
legislative intension, when the statute was enacted, One of the essential faciors for deiermining
whether @ praduct falls Chapter 30 or not is whether the praduct in understond ar a pharmacewtical
product in common parionce. Further, the quantity of medicament used in-a particidlar product will
alza nat be a relevant factor for, normallp, the extent of use of medicinal Ingredients is very low
becanse a larger use may b harmful for the human body ).
1.8.3 In light of the zame, it is humbly submitted that by applying the common parlance test. the
"Hydrauwlic K" which in trade circles is known to operate as a “Hydranlic spsiems” shall be
classifinble under Chapter Heading 8412 of the CTA.
N The sald contention is further substantiated with the help of the following decision/order passed

—..'.'4._‘
Hr_lr_f '

Linited States [ntemational Trade Commission,
“ & \l r) ling oo NO53556 (Refer Page mo. [38 of Index sufmiited during e admission P dated
i *4 .'I ‘ﬁ!'lﬁ'll 1. 2009, the product in gquestion was a 'speiler drive mechanism® used 1o raise and lower the
s | 13'5-1' spoiler on a motr vehicle, The product comprised of two hydraulic telescoping lincar
Eylinders. A hydraulic fluld power pump, hydraulic hose line and mounting parts, are imported
iogciher as a sel. The Aathority held that the same shall be claszifiable as a “Hydrauslic System”
under Tariff [tem oo, #34.12.21.0045. The relevant portion from the rubing is extracted below for
WU FEfEreEnce:
"NOFIFFE ; April {, 2009
CLA-2-84: 0T RR:ENC MR, CATEGORY . Classificasion, TARIFF NCL: 8412210045
Mr. Robert Resetar
Paracie Cars North America, fre. 950
Hammond Dvive (Suite [000) Atlanta,
GA J328
RE: The rariff clagsification of a spodler deive mechanism from Germany
Dear Mr. Rezerar!
In vour lelter dated March 3, 2009 yvou reguested o taviff classification ruling. A

Phrotograph and technical deawing were submitted,
3



The aricle in question s described as a spoiler drive mechanizsm used to raise and lower
the vear spoiler on a moter veliicle. You tndicate that the componenis, which include rwo
fvdraulic wlescoping linear cplinders, a hydraulic flud power momp, hydrawlic hose line
avd mowrsing parts, ave imporfed together as a set. The spotler (s nat incladed in the yet.

Ganeral Rule of Interpretotion GRIY 3. However, the components, in thelr condifon as

imparted, wihen assembled iogether farm it of o hydraulic
unit, be, the fluid pump, and two hydraulic cvlinders. Heading 8412, Harmoniged Tariff
Limited Stafes (HTSLS vides for & 2
the seope of thal provision to hydroulic systomms thad are endered unassembled.
¢_applicable subleading for the spoiler drive miechanism will be 84122100435,

Dty rates are provided for your converionee and are subject to change. The text of the
mosi recemt HTSUS and the accompanying dity rates are provided on World Wide Web at
e A iaite gowtata T,
This ruling is being issued under the provisions af Part 177 of the Customs Resnlations (19
C.ER 77
A copy af the ruling or the contral number indicaled above should be provided with the entry
documents filed af the time thiz merchondise (s imparted INvou have ooy guestions regarding
the ruling, contacr National Impovt Specialist Kenneth T. Brock ar (646} 733-3(09
Finceraly
Foberr 8, Swivrupski
Durector
Nerional Commodin: Specialist Dhvision
1.7 Similarly, the United States Intemasional Trade Commiszion in Raling No, NY LB 368 (Refer
Page mo. 148 - [49 of the "Index” submiited during the admission FI{) ruled on the appropriate

chassification of wheel [oaders: The saikd whesl loader consizted of various pipes designed for use
in the hydraulic system of a VCEMA wheel Ioader. The applicant in the aforesaid case submitied
that the pipes are provided for in heading 8431, Harmonized Tariit Schedule of the United States
{HTSUS), which provides for pans of wheel loaders as parts suitable for use solely or principally
with the machinery of headings 8425 10 8430, However, United States [nfemational Trade
Commission held that the applicable subheading for te wheel loader pipes will be 84129053015
a5 subject parts are more specifically provided for as pans of the hydraulic systems in which they
are used, The relevant extract has been reproduced below for your Kind perusal:

WY LEI36S ; December 21, 2004

CLA=2-B4 RR-WC 1 102 LA 368, CATEGORY, Olassificarion ; TARIFF NGO, §412.00.901 3
Ms. Shammon E Fura

Sandler, Travix & Kosenbery, Pd., Atorneys af Law



225 W, Washington Street (Suite J330), Chicago, 1L 8404

RE: The tariff classification of pares for wheel loader hyvdraulic systems of unspecifled origin
Dear My, Furg.

fn your lester dated November 30, 2004 yon requesied o tariff classification ruling on behalf of
vour client Voho Construciion Eguipment Novilt Anmevica WCENAT).

The articles in question are deseribed ax parts af wheel loaders. These parts consist of various
pipes designed for use In specific applications oh VCENA wheel loaders. You indicate that these
parly ave ldenified imternally by VCENA as part nwmbers VOETJITII2] VOE §1I7I847,
FOENQII6TT, VOEIIIT270, and VOEIIZ3340. Technical drawings of the parts were
submitted,

Part Nember FOEITTT2Z2] I g steel ofl pipe, which s desigrned for the kydrailic system of a
VCENA wheel logder. Speeifically, the porl is designed for the lift fumction of the hyaranlic sysrem,
The pipe s coldsworked stee]l of seamless construgtion, whick & bent several Wimes and
manufactured with flanges aor efther end fo achieve the reguisite configuration for its gpplication in
the hvdraulic sysiem,

FPari Number VOE 11173847 i5 a pipe designed for the retuen ling in the trarsmizsion system of the
WCENA wheel loader. The pipe 17 eold-worked sreel of seamiess construction, wiich ix bent and
shaped for e application i the tranembszion osten. We aesamee frome the informalion made

tart Number FOELNW 67T is stmilar o Part Numbar FOES T2221 as i s specifically desigmed
I 2 _.g:r the i fnction of the fodrouiic svsiem of the VCENA wiheel

r-'j'aun’er. The pipe is bent in five {ocanons ana mannfaciered with fTenge fnings of aivter gind for (s
e applicaton in the hvdroulic sysiem, which controfs the (i function of the FOENA L90 wieel
fomder.,
Parr Number VOETNT2E70 s @ seamiess steel brake pipe, which iz mamifociered for o VOENA
wireel foader. Specifically, this parr is o brake pipe, which ix desigred o funcion i the frowt of
wiree! axle svsrems of an L1100 wheel foader, The pipe ar fssue i o cold worked sieel of seamiesy
corsirncifon, which comfaing four berds in varying angles fo obfain the requisite configuraion for
ity gpplicaiion in the braking sixtem, We asyume thot the brake pipe is used fo cornect the hyvdrimilic
composery of the broke sysiem.
Part Nipnber FOET 23340 is a seaniess steel brake pipe. which is maniactwred for use tn phe
FOENA wheel loader hydrawlic brake system. The pipe is cold-worked steel of seamiess
consiriction, whick is bent i @ w-shape configuration for its wse and application i the hvdraulic

braking sysier,

suftable for use solely or principally with the machinery of headings 8425 to 8430, However, we



LT Fé Teall witled for os paris of the & alic MY i

which ey are wyved.

The feable snbheading for the wheel loade i
7 | nd W 3340, wild be BT 002005 HTE

. The nate of duty will be

[.8 The United States International Trade Commission in Ruling No, NY 188204 (Refer Page no, 149
- 150 of "Index-l" submitted during the final PH) while ruling on the appropriate classification of
a ¥ Hydroaulic ESD® held that since the said item consisted of a hydraulic pump, a *pressure pilot”, a
Muid reserviair, aid ather svslem controls, it s classifable under 84,13, 90.9080 of the HTSUS which
provides for “Hydroudlic Transmission Systesm”,

1.9 Itis further submitted that Para 10, 11 and 12 of the Depariment’s submission alse state that the said
“Hydraulic Kit™ 15 appropriately classifiable under Chapter Heading 84,12 of the CTA.

LI Inlight of the above siated submissions, itis humbly submited that “Hydraulic Ki® is chssifishle
under Chapter Heading B4.12 of the CTA.

B. HYDRAULIC KIT ISNOT CLASSIFIABLE UNDER CHAPTER HEADING 87.08 OF THE

CUSTOMS TARIFF ACT, 1975

2.1 In the alternutive, it may be argued that “Hydraulic Kit™ may form a part of o motor vehicls and it
may be classified under Chapter Heading Mo 87,08 of the CTA, In this respect, reference is made
to para 1.1 1o D.7 of the Advance Ruling Application wherein it is submitted that “Hydraulic Kit”

15 specifically excluded from Chapier Heading Mo.B7.08 of the CTA.
. In furtherance to the said submission, 1t is submitted that as stated in para 3.2 of the Advence
% Rulimg Application, the HSN Explanatory Motes to Chapier Heading 8708 states as under;
I | "Thix heading covers all the motor vehicles o heading ST0T o0 8703, provided the paree
E and accesiories Juliill both the following condiions:
{ They muzi be idewiifiohle oo being suiiahle for wre solely or principally with the
abovementioned vefiicles and
il They moust nod e excluded By she provisions of the Nowes 1o Section XV (see the
corresponding Ceneral Explanarary Norgl..........
33 Ti is thus noted thai Chapter Heading No.B7.08 covers only those parts and accessones which
comply with the falfowing Urree cowmditions.
a} They musi not be excluded by MNote 2 1o Section XV &
b1 They must be saitable for use solely or principally with motor vehicles covered under heading
Mo. 8701 1o TS5, &
c) They must not be more specifically included elsewhere m the nomenclature.
24 In the present case. the Hydraulic Kit sold by the applicant is used on bodies of Chapter Heading
&7.0% as well as other trailers for transport of goods of Chapter Heading 87.16 of the CTA as
showcased by imapes submitted during the admission PH (Refer Pg 7, W 14, 15, 16, 17, 18-22 of

the “Images Compendim " submined during the adwizsion PH), Further the Hydraulic Kitis also
)



used on the static / mobile garbage compactors / bins classified under Chapter Heading Mo.84.79
of the CTA which are kept ol street comers for cellecting and compacting of the garbage. Thus, it
is clear that the Hydraulic Kit is not restricted to goods classified under Chapler Heading Mo 87.01
to B7.05 only but alzo used in items falling in varicus chapiers.

2.5 Thus the "“Hydroulic Kit" is not "exclusively” used on motor vehicles covered under Chapter
Heading no. 2T01 fo 8705 of the CTA and stands excluded from classification under Chapter
Heading 87.06 of the CTA.

. WITHOUT PREJUDCE TO THE ABOWVE SUBMISSION, IF THE PRODUCT 15 NOT

ASSIFIABRLE UM H STOMS TARIFF ACT.
1975 THEN IT SHALL BE CLASSIFIABLE UNDER CHAPTER HEADING Mo.B4.79 OF
THE CUSTOMS TARIFF ACT, 1975
il In the aliernative and without prejidice to the submissions made above, it is humbly submitted that

even if the authority is of the view that “Hydraulle Kit" is not classifiable under Chapler Heading
84.12 of the CTA, then the only other heading that it shall be classifiable under shall be Chaprer
Heading 84.79 of CTA which covers "machines and mechanical applisnces having imdividial
Fimetions, not specified or included elsewhere in this chaprer” attracting GST at the eate of 18%

3.2 The same has been substantiated under Para F.1 w F.5 of the Advance Ruling Application submitted
tix the Authority.

. CONTENTION AND OBJECTIONS TO ADMISSION OF THE APPLICATION- AS FER
THE CONCERNED OFFICER

?-E‘“\‘ Az per para 2 of Annexure A of the Application, the product Hydraulic Kit is a combination of

st :L. ‘waﬁnus iems incloding Hydranlic front-end cylinder, Gasket, washers, MTG kit valves, hose;

A rﬂ-i'.i s, ofl tanks, cables, ctc. along with other paris which are used for the fixing‘mounting on a

{ r?'nlﬁln:ur vehicle chassis: The hydraulic kit is of a kind fixed on @ motor vehicle chassis and can he

usud b lift the body of truck, tipper, =tc. Further, the Hydraulic Kit is used in bodiesplatfonm,

Jﬁm:hing sides, ipper bodies falling under Chapter Heading No. 87.09 as well as for other trailers

o ' of transport of goods swch as agriculwral, public works etc., trailer {whether or not tipper) falling

uider Heading Mo, 87,16, All the aforesaid items of Hydeaulic Bif (exeept Hydraulic cvlinder and

Walve which are menufactured by the applicant) are commonly Enown as "wel kit by the
applicant. The frond-end hydraulics are the best choice for front end tippers and Bipping trailers,

4, A per para 3 of Annexure A of 1he Application, all the iiems of wet kit exoept valve, are purchased

and received from various vendors and are classified ender different headings of the Customs

TarifT which = adopted for the specification ol GST rates in the notification issusd onder the CGST

Act, The applicant supplies the "Hydraulic Eit”" which comprise of Hydraulic Cylinder along with

wet kit: The hydraulic eylinder and valve are manufacired by the applicant at itz Rotory/werkshop

duly registered under GST law. Bulk packs of wet kit pans are received from various vendors. The

applicant is then undertaking the activity of repacking of wet kit items in sets from the bulk pack

to small pack. It means all the parts of Hydraulic Kit complete in itself are dispatched in loose sets,



Thus, the Hydraulic system in unassembled form are supplied by the applicant from its premises
comprising of Hydraulic Cylinder, wet kits in loose forms.

5 Under Chapter Heading 84 "Muclear reactors, boilers, machmery and mechanical appliances; parts

thereof, Tarff Heading 8412 reads as urder:
thher engines and motors (Reaction engines other than turbo fers, Hydraulic power gngines and
motors, Prewmatic power gngives and miotors, other, Steawm or othier vapour power, paris).

b, For further clarification on the above, Para 6 of the General Explanatory Note to Section X%

wnder (B} Hydraulic Power Engines and Mowrs under heading 84,12, interalin states as under:
Para & : Hydvaulic systems. consisiing of a hydrawlie power wnit {comprizleg eskenrially a
edraulic penp, an eledtric mator, conrol valves and on oll fank) Hydrosdic cvlinders and the
pipes ar hoses needed fo commect the cylinders to the hydraulic power unit, the whole forming a
Sumrctional wnit within the meaning of Note 4 fo Section XV jzee the General Explonatory Nete 1o
thot Seciion). These spsiems aré used ¢g, Jo operate civil ehgineering sirichires,

1 In view of the above, it appears that the Hydraulic Kit s a mechanical appliance and i
appropriately classifiable under Tariff Heading 8412, attracting CGST @ 9% as per pam 6 of the
Cieneral Explanatory Mote, which is stated above, This mechanical appliance, though fited on the
chassis of the moter vehicle cannol be freated as & pans and acceszories of te motor vehicles of
Headings 8701 o 8705, 20 as to classify the same under Heading B708 which reads s under:
Faris and Acceszories of the Molor Fehicler of Headings §700 fo 8705 (Orther pariy ond
accessaries af hodies Vincluding coks); Chher parts and accessories)

%, Chapter Heading 57.08: covers "Parts & accessories of the motor vehicles of headings 87.01 w0

T W7 057, General Explanatory Mote o Sechion XVI onder Chap, Heading 8708 Paris and

% g5 of the Motor Viehicles of Heading Moz, 87.00 1o 703, interalia, states as under:

iy heading covers paris and accessories of the motor velicles af headings 87.007 fo 8703,
. |

o provided the parts and accessories filfil botk the following conditions.

o They must be ideniiffable ar being suitable for wse solely or principally with the above mentioned

veRiches, and

i, They must mar be exciuded by the provisions of the Notes io Sectian XTIE

qQ, Section Motes 2 (2) and 3 of Sectiion X V11 excludes the following:
2fel Machines orF apparatur of headimeg 2400 fo 8479 or parts thereof articles of heading 84.8)
or 84.82 or provided they constitate imtegral paris o englnes or motors, ariicles of heading 5483,

1. Further, Section Wote 3 o Section VI reads as under: 3. References in Chaprer 86 fo 8% w0 “paris™
or “uccessorfes” do noy apply fo pares or accessories which are mot switable for use solely or
principally with the articles af those Chaprers. A part of accessory which amswers to @ description
v twe oF wrore of the freadings of thore: Chaprers i fo be classificd ander that heading which
corresponds to the principal wse of hat parl or accessory,

1. Hydraulic Kit is a mechanical appliance not used solely or principally as a part of motor vehicle.

Besides, it is excluded by Mote 2e) to Section XY which provides that the expression "paris”

and "parts and accessorics” do not apply to machines or apparstus of heading 8401 to 8479 or
]



parts thereaf, other than radiators or articles of Section 8481 or 8482.0r; provided constituting
integral parts for engines or mator articles of Heading 8483, whether or not they are identifiable
as goods as per the goods of this section

12, In view of the ahove, it iz opined that the appropriste classification of the impugned "Hydraulic
Kit is under Heading 8412, attracting GST & 18%,”
4, RIMN

The case was taken up for preliminary hearing on 09.01.2019 with respect o admission’ rejection
of the application when Sh. Nirav Karia, Advoeate, Sh, Astha Singh, Advocate and Sh, Jugal
MNands, AGM-Taxation & Casting appeared and made oral submissions for admission of their
ARA application. Jurisdictional Officer Ms. Arpita 5., Asstt, Commissioner of CGST & CX,
Division IV, Belapur appeared and made writizn submissions,
The application was adimitted and called for final hearing on 22012019, Sh. Mirav Karim,
Advocate,5h. Astha Singh, Advocate and Sh. Jugal Nanda, AGM-Taxation & Casting appeared
and argued as per submissions . Jurisdictional Officer Ms. Arpita 5., Asst. Commissioner of
CGST & CX, Division IV, Belapur appearad.
05,  OBSERVATIONS
We have gone through the facts of the case, documents on record and wrillen submissions made
by both, the applicant and the jurisdictional office. We find that the issue before us is of classification of
the product *Hydraulic Kits” supplicd by the applicant to dealers / distributors or body bullders,
= L g The applicant kas submitted that they supply *Hydraulic Kits® which is 2 combination of various
cluding Hydraulic front end cylinder, Gasket, wishers, MTG Kit valves, hose, pipes, il tanks,

8. along with other parts which are used for the fixing / mounting on & motor vehicle chassis. The

ulig kit is of o kind fixed on a motor vehicle chassis and can be used to lift the body of truck, tipper,
m.'ll-iLrI!il'l:r. the "Hydrawlic Kir" is used in bodies/platform, detaching sides. tipper bodies falling under
{!hipil.t’t: Heading Mo. B70% as well as for other trailers for transport of goods such as agricultural, public

”“"'5“'??‘ fhs ete., trailer (whether or not tipper) falling under Heading Mo, 8716, All the aforesaid items of

Hydraulie, Kit {except Hydraulic cylinder and Valve which are manufactured by the applicant) are
commanly known as "wet kit" by the applicant. All the items of wet kit except Valve, are purchasad and
received from various vendors. The Hydraulic system in unassembled form comprising of Hydraulic
cylinder, wet kits in loose forms are supplied by the applicant to their clients who generally are (i) dealers
! distributors / body builders and (i} OEMs {namely Tata Motors, Eicher Motors, etc) along with body
fitted o the chassis received from OEMs.

In the case of sale of Hydraulic Kits 1o OEMs, the applicant regeives the chassis from the OEMs
tar fitting oFbody along with Hydraulic kit and then the applicant supplies the hody with Hydraulic Kit as
a complete productolution to the DEM: clearing the resultant preduct i.c. Bady + Hydmulic Kit under
Chapter Heading No.87.07 of the First Schedule of the Cusioms Tarl T Act attracting GST [@28%, In some
instances, the applicant also clears/supplies the body alone to the OEMs under Chapter Heading No.87.07
of the First Schedule of the Customs, Tarift Act attracting GST @28%.



The subject application is only in case where the applicant supplies the kits 1o dealers / distributors
4 body builders, In this case they have made submizsions supporting their contention that the Hydraulic
Kits will fall either under Chapter Heading 84.12 or 84,70,

The applicant has submitted some photographs and write up of the Hydraulic Kits being supplied
by them. In page 4 of the same they have given a disgram of the different products which make up the
entire Hydraulic Kit It is ceen thatthe kit consists of Tipping Cylinder, Air Control Yalve, Tipping Valve,
Fustencrs, Chassis Bracket, Fump to Valve House, Pump, Oil Tank 1o Pump LP Hose, Ball Valve, Rubber
for Tank Bottom, Chil Level Indicator, Rubber for Metal strap, retum Line Filter, Alr Breather, 06l Tank
and Valve wo return Line Filier Hose. They have described the products in page 5 of the said submission of
photoraphs and write ups.

From the submissions made by the applicant we find that, in the case of sale of Hydraulic Kils io
OEMs, we agree with their submissions that their product falls under Chapter Heading 8412 of the
Customs Tariff under the description “Other Engines and Maotors™ in view of the Explanatory Note o
heading 8412 and Note 4 1o Section X'V which sre mentioned balow,

EF AYDRAULIC FOWER ENGINES AND MOTORY

This group meludes

(i} ...

2}

{3)

{4} Hyidrawlic cplinders. ..

(5)

-.&) Hydraulic systems consisting of o hydraulic power unit fcompricing exsentially a hveraulic
G, g, an electric motor, control valves and an ol tank), hydrautic evlinders and the pipes oF

ihores needed [0 compect the eylingders to the_lvdraulic power unit, the whale forming a

 fenctional wnlt within the meaning of Noie 4 to Section XV (see the Gemeral Explanatory

Newe to that Section). These svstems are used, e.g., o aprerite el engrineering siructures.

For sake of reference. Mote 4 to Section XV of H3N reads as under:

4. Where a mackine fincluding o combination of machines) consit af fndividhial
componerts (whether separaie or intercomecied by piping, by transmission devices, by
electric cables or by other devices) iniended to conmribure together 1o a clearly defined
Sumcrion covered by one of the headings in Chaprer 84 or Chaprer 85, ther the whole firlls
tir b classified in the heading appropriate fo that fimerion, ™

A doubt may arise that since the “hydrsulic kit' being ftted to a motor vehicle could merit
classification as part of motor vehicle. However this doubt gets cleared by exclusions provided in the
Explanatory notes to Section XVII and heading 8708, 8714 and 8716 which relate to the classification of
parts of different kinds of motor vehicles. The Explanatory Notes to headings 8708, 8714 and 8716 are
stated halow:

“To be classified as parts and accessaries they fulfiil both the following condirions:



i} They must be identifiable as being sultable for wse solely ar principally with the abovementioned
velicles; and

i} They must not e exciuded by the provisions of the Notes fo Secrion XV (see the corresponding General
Explanarory Note) oo

From the above explanations, it should be noted that the Heading 8708, 8714 and 8716 apply only
tey those parts and accessories which comply with the all the three following condirions:

a) They must nol be excluded by Note 2 to Section XVII:

b) They must be suilable for use solely or principally with motor vehicles: and

) They must not be more specifically included else where in the nomenclature,

In the present case, the Hydraulic Kit ix used on bodies/ platform, detaching sides, tipper bodies
falling under Chapter Heading No.B709 as well as for other trailers for transport of goods such as
agriculural, public works efo., trailer (whether or not tipper) falling under Heading No 8716, Thus, it is
clear that the product in question i.e. Hydraulic Kit iz not satistying the condition No.(b) mentioned in
above. In other words, Hydraulic Kit iz not suitable for use solely or principally with the motor vehicles,

Further, we are in agreement with te applicant’s submission that the Hydraulic Kit is specifically
excluded by Note 2ie) o Section 17 which provides that the expression “parts™ and “parts dand
accessories” do nor apply fo machines or apparatus of heading 3401 1o 8478 or parts thereof, other than
rerdizutioes ar articles of Section 8481 or 84382 or provide constituting infegral ports for engives or grticles
Jleadg 5483, whether o mot they arg ldentiffioble ar poods a3 per the goods af this section, |n the

. the product in question ‘hydranlic evlindershydraulic kits® is squarelv/specifically covered
ding Mo.54.12 and hence the condition (a) mentioned above stands not satisfied in the present

.‘ '3 ":ja discussed above, it 13 clear that Hydraulic Kit is more specifically included in Heading Mo 84.12
_ﬂm:l'is Lnﬁrc specifically covered umnder zaid beading. Thus, the Hydraulic Kit does not satisfy the condition

LY

Entioned above.

Therefore, we clearly find that all the 3 conditions mentioned in Heading Mo 8T08, 8714 and 8716
are not satisfied in the present case and henge, the product in guestion Le. Hydraulic Kicvwill not be coverned
under Headings Mo, BT0E, 8714 and 8716,

In view of the foregeing the hydraulic kits arc appropriately classifiable under heading 5412 by
application of HSN Explanatory Wotes to headings 8412, 8708, 8714 and 8716 and Section Mole 4 o
Section X V[ and Exclusion Nete 2 to Section XVIIL
. [ view of the extensive deliberations as held hereinabove. we passthe order as follows:

ORDER
{under section 98 of the Central Goeods and Services Tax Act, 2007 and the Maharashira Goods

and Services Tax Act, 2017)



NO.GST-ARA-962018-19%B- . Mumbai, di, | 570 2100 )4

Question :- What is the appropriate clussification and rate of GST on the supply of such "Hydraulic
Kit" cleared to dealers / distributors or OFMs cleared as such, which comprises of the
Hydraulic cylinder and wet kit (with or without pamp).

Answer ;- Hydraulic Kils are appropriately classifiable as *other engines and mofors’ under
beading 8412 and the rate of GST would as applicable to that heading in the
Schedule at the relevant Hime.

o —— —_—y L{ ——
B. TIMOTHY B.¥. BORHADE
{MEMB E“] [MHBEH]

CERTIFIED TRUE copy

1. The applicant
2. The concerned Central / State officer

X -
3. The Commissioner of State Tax, Maharashtra State, Mumbai E EHS{U_F-""’#FF
B

4. The Chief Commissioner of Central Tax, Churchgate, Mumbai

5. Jnint commissioner of State Tax . Mahavikas for Website, ER

ADVANCE RULING AUTHORITY
MAHARASHTRA STATE. MUMBAI

Mote = An Appeal against this advance ruling order shall be made before The Maharashira
Appellate Autherity for Advance Ruling for Goods and Services Tax, 150 floor, Alr India
building, Nariman Point, Mumbai - 400021.



