
UPSS – Again a broken 
system under GST!



A UPS system comprises several types of equipment; main amongst them being static converter, rectifier 
(popularly known as UPS) and battery. The dictionary meanings12 suggest that a UPS system is a device that 
provides battery backup when the electrical power fails or drops to an unacceptable voltage level. UPS system 
may have an in-built battery or separate battery which is connected with the help of a cable. In general parlance, 
customer purchasing a UPS system is looking for a power back-up solution and is nowhere concerned with how 
the battery is supplied (built-in or separate). Unfortunately, this is not the way how the department looks into this!

It all started with classification of UPS system under erstwhile Central Excise and VAT Law on the issue of 
whether it construes to be a ‘system’ in itself or ‘individual components’ fixed together. The reason for this dispute 
was simple. Tax rate on individual equipment was higher as compared to tax rate on UPS system. Although this 
issue fairly got settled, however the introduction of GST clenched the UPS industry again with same issue of 
classification with the introduction of taxation concepts like composite and mixed supply under the GST Law. The 
reason is obvious! Let’s understand the genesis of this issue.

Legal background 

The relevant Headings and GST rates in this case are as under:

Heading Description GST Rate
8507 Electric accumulators, including separators therefore, whether or 

not rectangular (inducting square)
28 percent

8504 Electrical transformers, Static Converters (for example rectifiers) 
and inductor

18 percent

Heading 8507 covers ‘batteries’. Explanatory Notes to Harmonized Commodity Description and Coding System 
for Heading 8504 clarify that UPS system is covered in Heading 8504. 

Section Note 4 to Section XVI (under which products falling under Chapter 85 are covered) provides that where 
a machine consists of multiple components (whether separate or interconnected by piping, by transmission 
devices, by electric cables or by other devices) meant to perform a defined function, the whole machine merits 
classification under the heading appropriate to such function. Based on this Section Note, the whole UPS system 
(including battery) is classifiable under heading 8504. Also, whether it has in-built battery or externally connected 
battery is irrelevant. 

The precedents in the past have settled the position that supply of UPS system supplied as a unit will get 
classified under the Heading 8504. Hence, it can be said that UPS system (UPS along with battery) is a single 
product that merits classification under Heading 8504.3

Much to everyone’s surprise, the West Bengal Authority for Advance Ruling4 held that supply of UPS with battery 
(other than UPS with built-in battery) would constitute to be a mixed supply and subject to GST rate of 28 
percent. The above ruling is incorrect for the reason that supply of UPS along with external battery would 
constitute as a single supply of UPS system on which applicable GST rate is 18 percent. This Advance Ruling 
gives birth to another confusion as to whether a concept of ‘composite or mixed supply’ needs to be borrowed 
while classifying UPS system under GST. This resulted in various representations being filed by the Industry 
requesting clarification on classification and applicable GST rate on UPS system.

¹Modern Dictionary of Electronics authored by Rudolf F. Graf, Sixth Edition
2Opinion given by Harmonized System Committee on Uninterruptible power supply apparatus falling under Heading 8504
3Luminous Electronics Pvt. Ltd. v CCE, 2001 (129) ELT 605 (Tri-LB)
4Switching AVO Electro Power Ltd., 2018-VIL-02-AAAR (WB),



Lately, GST Council took up this issue in its 45th meeting and agreed to issue a clarification. Accordingly, CBIC 
issued Circular No. 163/18/2021-GST dated October 6, 2021 (‘Circular’) and elucidated that UPS and battery 
are separately identifiable items and their prices are separately known. Accordingly, UPS will attract GST rate of 
18 percent under Heading 8504 and external batteries would attract GST rate of 28 percent under Heading 8507. 
However, the Circular appears to be incorrect on the point of classification. 

The Circular also uses the phrase ‘even if UPS and external battery are sold on a same invoice, their price are 
separately known’. Now, the question arises what if a single price of UPS system is shown on a tax invoice but 
knowledge of separate price of UPS and battery is available from other documents such as BOQs, cost sheet etc. 
How would we tax this supply? It appears that the present phrase used in the Circular is subject to interpretation. 
Also, the Circular does not clarify whether it is applicable retrospective or prospective. 

Past & ongoing contracts

Consequently, the department is likely to demand differential tax on the past and ongoing contracts irrespective 
of price split on a tax invoice. This warrants supplier of UPS system to re-look at the transactions for the past 
period and come up with a clear strategy on how to deal with upcoming departmental litigation on this point. 
Furthermore, the classification dispute is not only confined to a manufacturer but will boil down to distributors & 
retailers as well. Thus, a manufacturer needs to be prepared for legal & commercial support demanded by these 
distributors & retailers. 

Future contracts

For future contracts, the suppliers of UPS may consider providing price breakup between UPS and battery in 
contract / POs and charge separate rates. Unfortunately, this will increase cost burden for sectors like banking, 
healthcare as input tax credit is restricted in these sectors. 

Conclusion

The present Circular is inadequate to provide full relief to the Industry. This is more of a bandage for temporary 
relief, not an operation to remove the defect. The Government is requested to consider other pain points of the 
Industry as well and provide full-fledge solutions to these problems as well. Otherwise, we can foresee litigations 
on the point of classification.  
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