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A copy of this order made under sub-section (2) of Section 28-1 of the Customs Act, 1962 is granted
to the concerned free of charge.
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Any appeal against this Advance Ruling order shall lie before the jurisdictional High Court ol
concerned jurisdiction, within 60 days from the date of the communication of such ruling or order.
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Fhe advance ruling pronounced by the Authority under Section 28 - | shall remain valid for five vears
or till there is a chainge in Jaw or facts on the basis ol which the advance ruling has been pronounced.
whichever is carlier.
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Where the Authority finds that the advance ruling was obtained by the applicant by fraud or
misrepresentation of facts, the same shall be declared void ab initio.
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srfim &g / Advance Ruling

Smile Electronics Limited (having IEC No. 0798012838)
(hereinafter referred to as 'the applicant', in short) filed application (CAAR-1) for advance ruling
before the Customs Authority for Advance Rulings, Mumbai (CAAR in short). The said application
was received in the secretariat of the CAAR, Mumbai on 13.01.2026 along with enclosures in terms
ol Section 28H (1) of the Customs Act, 1962 (hereinafter referred to as the "Act' also).

2. The applicant sought Advance Ruling in respect of “whether the Completely Knocked Down
(~CKID7) Kkits of motherboard arc classifiable under CTH 8473 of the First Schedule to the Customs

Tariff Act, 19757

3. Submission by Applicant-

3.1 M/s Smile Electronics lLid., carrying the GST Registration number 29AACCS8T765R127
(hereinafter referred to as “the applicant™), is an Electronic Manufacturing Services provider.

3.2 The applicant has proposed to import all the essential components of motherboards in CKD
form as kits and subsequently assemble them into finished motherboards at their manufacturing
facility in Plot No 18. SY No 198, Hitech Defense and Acro Space Park, Mahadevakodigehalli
Village. Hobli - Jala,, Bengaluru. Bengaluru Urban, Karnataka. 562149 India.

3.3 The components of the CKD kit are assembled together to make the complete motherboard.
The number of kits that will be imported will correspond exactly with the numbcer of motherboards
that will be made/assembled.

34 The motherboard consists of a printed circuit board (PCB) populated with electronic
components such as resistors, capacitors, 1Cs, ferrite beads. and crystals, and mechanical components
such as socket assembly / I/O plates, screws which are supplied as part of the imported CKD Kkit.
After assembly of the above components, these PCBAs (Printed Circuit Board Assembly) undergo
functional testing to verify electrical parameters and performance. Afier successful testing, the units
are subjected to final inspection. labelling, and packing before shipment to customers.

3.3 Only soldering consumables and packing materials are sourced within India. All critical
components are supplied as part of the imported kit. For example, one such kit is the ECS B660H7-
MI4 Micro-ATX motherboard based on the Intel B660 chipset, supporting LGA 1700 Intel® Core™
processors, DDR4 memory. M.2 and SATA storage. PCle expansion. and standard USB. LLAN.
HIDMI, and audio interfaces.

3.6 The complete list of components and their description in the different CKD kits that will be
imported by the applicant were also enclosed by the applicant.

Page 2 of 22




3.7 The complete manufacturing/assembling process of the motherboard represented as a flow

chart were also submitted by the applicant. The same are as below:
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3.8  The kit comprising all components necessary for the manufacture of a complete motherboard
will be supplicd by a single overseas supplier and will be imported together in one consignment as a
complete kit. However, depending upon commercial availability at the supplier’s end at the time of
supply. the individual components forming part ol the Kit may be sourced by the supplier from

different manufacturers or brands during different supplics.

3.9 For example, different brands of components such as resistors. capacitors, or similar items
may be supplied in different consignments. while continuing to meet the same technical
specifications, functional characteristics, and intended use. Such variations in brand. make. or minor
features of the individual components do not alter the nature, composition, or essential character off
the kit as a whole.

3.10 In all cases, the kit will contain the same set of components required for the assembly of a
complete motherboard and will be presented together at the time of importation. The classification of
the kit should remain uniform and applicable to all such imports, irrespective of variations in brand
or manulacturer of the individual components.

3.11  The applicant is of the understanding that the subject goods are classifiable under CT11 8473,
and specifically under C'TT 8473 30 20 of the First Schedule to the Customs Tarifl” Act. 1975, The
import of complete CKD kits of motherboards in a single consignment is in consonance with the
requirements of Rule 2(a) of the General Interpretative Rules. Therefore. such consignments are
idcally to be classified under the HSN applicable to *motherboards’ themselves, rather than the
headings of their individual parts.

4. Interpretation of Law as per the Applicant:- -
A. The present application seeking advance ruling is maintainable:
4.1.  The applicant submitted that the present application is maintainable as the advance ruling is

sought on the question of classification of subject goods as below:

" Whether the Completely Knocked Down (“CKD") kits of motherboards intended to be imporied by
Ms Smile Electronics Linited are classifiable under the CTH 8473 "

4.2, The applicant stated that the question of classification of such goods has not been already
raised and pending or deeided by any officer ol Customs. the Appellate Tribunal or any Court as far
as the applicant is concerned. The question of classification is an admissible question in an application
for Advance Ruling as per clause (a) of sub-section (2) of Section 281 of the Customs Act, 1962.
Therefore, this application is maintainable and admissible before the Hon"ble Authority for Advance
Ruling, under the provisions of the Customs Act.

4.3. It is submitted that as per Section 28E of the Customs Act. 1962, “advance ruling”™ means a
decision on questions specilied in sub-section (2) of section 28H raised by the applicant in his
application in respect of goods prior o its importation or exportation.
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4.4. The above definition makes it clear that advance ruling as a facility is available on specified
questions in respect of goods prior to its importation. The applicant is secking to undertake
importation of the subject goods on which the query of classification has been raised and is therefore
cligible to seek advance ruling and the present appiication is maintainable.

R, The Complietely Knocked Down (“CKD™) kits of motherboards is classifiable under
CTH 8473 of the First Schedule to the Customs Variff Act, 1975.

4.6. It is submitted that the CKD kit comprised of all essential parts required for the assembly of
a motherboard. imported in a single consignment. Oniy consumable items such as soidering materials
arc sourced locally in India. Thus, the imported CKD Kits, when put together, are compiete in
themselves and capable of being assembled into finished motherboards without any material additions
other than such consumables.

4.7.  The components of the CKD kit are assembled together to make the complete motherboard.
The number of Kits that will be imported will correspond exactly with the number of motherboards
madc/assembled.

4.8.  Rule | of the GRI, ahich provides that classification of goods shall be determined according
to the tekms of the headings and any relative Section or Chapter Notes, and Rule 2(a) which says that
any reference in a heading 1o an article shall be taken 1o include incomplete or unfinished articles.
provided that. as presented. the article has the essential character of the complete or finished article.
The same is extracted below for ready reference:

"1 The titles of Sections. Chapters and sub-Chapters are provided for ease of reference only. for
legal purposes, classification shall be determined according to the terms of the headings and any
relative Section or Chapter Notes and, provided such headings or Notes do not otherwise require,
according to the following provisions:

2. () Any reference in a heading to an article skall be taken to include a reference to that article
incomplete or unfinished, provided thai, as presented, the incomplete or unfinished article has the
essential character of the complete or finished article, It shall also be taken to include a reference
to that article compleie or finished (or falling to be classified as complete or finished by virtuze of
this Rule), presented unasscmbled or disassembled.”

4.9.  Therefore. Rule 2(a) of the GIR provides that any reference in a heading to an article shail
include incomplete or unfinished articles, provided that they have the essential character of the
finished article. It further clarifies that goods presented unassembled or disassembled are to be
classified as the complete article if. as presented. they contain all the components necessary for
assembly into the finished product. Therelore, if all the essential components of an article arc
imported in CKD condition and presented before Customs at the same time, the goods are classifiable
as complete article.
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4.10. Thus, classification in such cases hinges on two tests: first, whether the CKD imports, taken
together, exhibit the “essential character™ of the finished article: and sccond. whether., “as presented™

to Customs. the consignment comprises all essential components required for assembly.

4.11. The first part of the rule allows an incomplete or unfinished article to be classified as the
complete article, provided it has the "essential character'" of the finished product. This is a
qualitative assessment. The collection of parts must be so substantially complete that it is clearly
identifiable as the final article. merely lacking certain finishing components. The HSN Explanatory
Notes provide illustrative examples, such as a motor vehicle without its wheels and battery, or a

LA

bicycle without its saddle and tyres. In these examples, the core structure and identity of the final
product are already present.

4.12. The same principle applies to goods presented unassembled or disassembled. which are
treated as the finished article if, when assembled. they constitute the complete product. The subject
goods fulfill this criterion as it contains all the individual units which, when assembled together, form
a complete motherboard.  Both the statutory framework and interpretative rules place emphasis on
the “essential character”™ of the goods as imported, rather than their condition of assembly.

4.13. 'The second part of the rule extends this principle to complete articles that are simply
unassembled or disassembled, often for convenience of transport. However, this is critically qualificd
by the phrasc "as presented"” from the first part of the rule. This phrase has been interpreted by the
Courts to mean that all the components necessary to constitute the complete article (or at least those
that give it its essential character) must be presented to customs for clearance simultancously, in a
single consignment, and under a single Bill of Entry. This criterion is also fullilled by the subject
goods as all the parts necessary to constitute a complete mother board is presented at once for
clearance. in the form of CKD Kits.

4.14.  In Commissioner of Customs, New Delhi v. Sony India Lid. 2008 (9) TMI 19, The Honble
Supreme Court held that:

“The Rule must apply as a whole, Ld. ASG was not able 1o point out as to how the first condition can
be satisfied in the present case. A mere PCB or a CRT, in our opinion, under any circumstances,
cannol be held to have essential character of the CTV. It is only when this first condition is satisfied
that the remaining clause would have to be read and thereby, the words "that article” used in the
later part would have to pass the test of the opering words of the clause "as presented, the
incomplete or unfinished article has the essenfial character of the complete or finished article”.
Once this condition is satisfied then the further clause is activated, suggesting that even when such
article is in disassembled or unassembled condition, it would still be taken to be a complete article.
Therefore, essentially the second part would come into play provided the component parts infended

to make up the finished product are all presented for customs clearance at the same time.

4.15. In the instant case. the entire CKD kit ol motherboard parts is imported in a single

consignment, with only consumables such as soldering items sourced locally. Thercfore. rule 2(a) of

cd

the GIR is squarcly applicable. and such imperts is (o be treated as *motherboards™ in unassemb
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form. since the kit contains all essential components required to produce a complete motherboard that
are presented together during clearance. Therefore, the classification of the CKD imports should align
with the HSN applicable to motherboards. rather than the individuai tariff headings of their
constituent parts.

4.16. LEven if some non-essential items are not present in the CKD pack, such as the consumable
goods. the item can still become a complete article, as decisively ruled in muitiple cases including
Galaxy (Tuticorin) Agencies v. C.C.E. - 2009 (239) E.L..T. 478 (Tri.), which held that:

“we are clear that the goods under import constituted a complete dredger in CKD condition. The
absence of certain amount of outlet pipes or pontoons does not affect the claim of the impugned goods
to be classified as a dredger under CSIT 8903, 10, In the circumstances we hold the impugned order
to be unsustainable.”

4,17 Therefore. the import of complete CKD Kits of motherboards in a single consignment is in
consonance with the requirements of Rule 2(a) of the General Interpretative Rules. Such
consignments are to be classified under the HSN applicable to “Motherboards™ themselves. rather
than the headings of their individual parts.

4.18. 1t is submitted that the HSN code applicable 10 “Motherboards™ is 8473, and they fall
specifically under Customs Tariff Item - 8473 30 20. The reievant portion of the Customs Tariff Act,
1975 is reproduced below:;

Turiff Item Description Unit Rate Preferent |
. of fal Area |
( Duty Rute

8473 PARTS AND ACCESSORIES

(OTHER THAN COVERS,
CARRYING CASES AND TIE LIKE)
SUITABLE FOR USE SOLELY OR
PRINCIPALLY WITH MACHINES
OF HEADINGS 8470 TO 8472

r (1) (2) (3) (4) (5)
i
|

- Parts and accessories of the machines

of heading 8§470: |
1
8473 21 01 -- Of the electronic calculating machines kg Free - |
of sub-heading 8470 10, §470 21 or
847129
84732900 -- Oiher kg Free -
K473 30 - Parts and accessories of the machines

1 of heading 8471

8473 30 10 - Microprocessors u Free -

l 8473 30 20 s Motherboards
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- ey

8473 30 30 --- Other mounted printed civenit boards it Free

8473 300 40 - Head stack it Free - [

--- Other ; |
8473 3091 .- Nenwork access controllers u Free - ‘
8473 30092 .- Crraphic and inteliigence based seript i I'ree |

technology (GIST) cards for
mueltilingual computers ‘

8473 3099 e Other 1" Free - ‘

473 40 - Parts and accessories of the machines
of heading 8472

8473 40 10 --- Parts of duplicaiing, hectegraph or " 7.5% -
stencil machines |

8473 40 901 --- Other i 7.5% -

the headings 8470 1o 8472

8473 50 00 - Parts and accessories equally suitable " [ree - |
Jor use with machines of two or more of ‘

4.19. The CTH 8473 includes “PARTS AND ACCESSORIES (OTHER THAN COVERS,
CARRYING CASES AND THE LIKE) SUITABLE FOR USE SOLELY OR PRINCIPAL LY Wi
TH MAC HINES OF HEADINGS 8470 TO 8472, And the CT1 8473 30 20 specifically mentions
“Motherboards™

4.20.  Therule 1 of the General Interpretative Rules, stipulates that classification shall be determined
according to the terms of the headings and any relevant section or chapter notes. Heading 8473 covers
"parts and accessories (other than covers, carrying cases. and the like) suitable for use solely or
principally with machines of headings 8470 to 8472." Motherboards, are essential components of
automatic data processing (ADP) machines under Heading 8471. “Motherboards™ are aligned with
the description of chapter 8473, as they are integral to the functioning of computers by connecting
the central processing unit, memory, and other parts.

4.21.  GIR 3(a) provides that the heading which provides the most specific description shall be
preferred to headings providing a more general description. The CTI 8473 30 20 is very specific, and
it explicitly pertains to “*“Motherboards™.

4.22.  In Commissioner of Central Excise, Mumbai-IT Vs. Virtual Computers Pvt. Ltd. [2013
(292) ELT 478 (‘I'ri.-Mum.)|, it was held that Mother Boards and Add-on Cards are classiliable
under Chapter Heading 8473 of the Central Iixcise TarifT Act, 1985, The ‘Tribunal. Mumbai has
reasoried as below on the appropriate classification of the Motherboard and Add-on Cards: -

“2. The appeal is being taken up in view of the remand ovder dated 11.2.2012 passed by the Hon'ble
Supreme Court in Civil Appeal No. 3560 of 2007.
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3. The issue involved in this appeal is regarding classification of motherboard and add on card.

4. The Commissioner (Appeals) in the impugned order held that ihe goods in guestion are classifiable
under leading 8471 of the Central Excise Turiff, whereas the Revenue wanis to classify the saime
under Heading 8473 of the Central Excise Tariff.

3. We have heard the learned Additional Commissioner (AR) at length. The add-on card provides
more features by adding circuit connecied to the motherboard using pecipherals componeni inter-
connected. Motherboard.is the ceatral printed circuit board of the computer and holds many of the
crucial components of the system providing connectors jor other peripherals. We find that the sub-
heading 8471 of the Central Excise Tariff covers Automatic data processing machines and units
thereof: magnetic or optical readers, machines for iranscribing data on to data media in coded form
and machines for processing such data, not elsewhere specified or included. Heading 8473 covers
Parts and accessories (other than covers, carrving cases and ihe like) suitable for use solely or
principally with machines of heading Nos. 84.69 to 84.72 of the Tariff.

6. The add-on card and motherbocrd cannot be considered as automatic data processing machines.
The same are parts and accessories suitable for use with the machine falling under Heading 84.71
of the Tariff. In view of ithe above, as the goods in question are parts Gad uccessories of the datu
processing machiae failing under Heading 84.71 of the Tariff, therefore being parts and
accessories are classifiable under Heading 8473 of the Tariff.

4.23. It is cicar from the above that Motherboards are classilicd under the CTH 8473, Therefore, it
is submitted that the Completely Knocked Down ("CKD™) kits of motherboards are also classifiable
under the same CTH, and specifically under CTI §473 30 20 of the First Schedule to the Customs
Tariff Act, 1975.

5. Port of import and replv from jurisdictional Commissionerate: .

The applicant in their CAAR-1 indicated that they intend to import the subject goods from O/o
the Commissioner of Customs, Bengaluru. The application was forwarded to the jurisdiction of O/o
the Commissioner of Customs, Bengaluru, for comments on 27.01.2026. 16.02.2026. 12.03.2026 and
02.04.2026.

However. no comments received from the jurisdiction of O/o the Commissioner of Customs
Bengaluru.

6. Details of Personal Hearing:

Advocate Jeswin Bable presented case on behalf of applicant pleading that his preduct should
be classified as Complete Mother Board under CTH 84733020. It was also submitted that they have
mailed amended Enclosure 1 the same may be seen.

6.1 The details of the goods proposed to be imported by the applicant were furnished in updated
inelosure-1 to the application. The applicant proposes to import CKD Kkits of motherboards
comprising different categories/models of motherboards. cach kit consisting of hundreds of
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discrete electronic and electromechanical components including. inter alia, intcgrated circuits
(ICs). processors/chipsets. transistors, MOSFETs. diodes. capacitors. resistors. thermistors.
inductors, crystals, ferrite beads, connectors, headers, sockets, jumpers, heat sinks. metal littings and
a bare printed circuit board (PCB). The imported goods are presented as individual components and
sub-components which require mounting, soldering. integration, inspection and testing operations

before a functional motherboard comes into exisience.
7. DISCUSSION AND FINDINGS

7.1 I have carefully considered the application filed by M/s. Smile Electronics Limited
(hereinafter referred to as “the applicant™), the statement of facts, written submissions, and the
documents placed on record. The issue for determination is the classification of Completely Knocked
Down ("CKD™) kits of motherboards proposed to be imported by the applicant and, specifically,
whether such goods merit classification under CTH 8473 30 20 as “motherboards”. as claimed by

the applicant, or otherwise.

7.2 Attheoutset, 1 find that the question raised in Form CAAR-1 pertains to the classification of
goods under the Customs Tarill and is therefore covered within the scope of Section 2811(2) of the
Customs Act, 1962, The applicant has submitted in its application that the question raised in the
present application is not pending in its case before any officer of Customs. the Appellate Tribunal,
or any Court of law

7.3 Before deciding the issue, let me deliberate on the legal framework prescribed in Customs
lariff Act, 1975. Chapter/ Section notes along with SN explanatory notes. As per Rule | ol GRI.
the titles of Sections, Chapters and sub-Chapters are provided for ease of reference only: for legal
purposes, classification shall be determined according to the terms of the headings and any relative
Section or Chapter Notes.

7.4 The applicant is an Electronic Manufacturing Services (EMS) provider and proposes to import
CKD kits comprising various clectronic and mechanical components, which are to be assembled into
finished motherboards at its facility in India. The Kits consist of’a wide array ol components such as

integrated circuits (1Cs), processors/chipsets, transistors. MOSFETs, diodes, capacitors, resistors,

thermistors. inductors, crystals. ferrite beads, connectors. headers. sockets. jumpers, heat sinks. metal

fittings and a bare printed circuit board (PCB)supplicd together in a single consignment.

7.5 I'he  applicant  has  submitted that since all cssential components  required 1o
manufacture/assemble a motherboard are importéd together in CKD form. the goods should be
classified as “motherboards™ in unassembled condition by virtue of Rule 2(a) of the General Rules
for Interpretation (GIR).

7.6 Scope and Applicability of GIR 1 and GIR 2(a)

7.6.1 At the outset, it is scttled law that classification must [irst be determined in terms of Rule 1
of the GIR, which provides that:

“Classilication shall be determined according to the terms of the headings and any relative
Section or Chapter Notes...”
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Thus. recourse to Rule 2(a) arises only where Rule 1 does not conclusively determine
classification.

762 Rule 2(a) of GIR provides as follows:

“Any reference in a heading to an article shall be taken to include a reference to that article
incompiete or unfinished, provided that, as presented, the incomplete or unfinished article has the
essential character of the complete or finished article. It shall also be taken to include a reference to
that.article complete or finished... presented unassembled or disassembled, ™,

From the above, it is evident that two mandatery conditions must be satisfied:

(1} the, goods must posscss the esseatial  character of the finished articie; and
(ii) the goods must be presented together ay a complete article, albeit unassembled.
.5 Test of “Essential Character” — Judicial Position

7.7.1 The scope and application of Rule 2(a) of the General Rules for the Interpretation of the Import
Tariff have been authoritatively explained by the Hon'ble Supreme Couit in Commissioner of
Customs, New Dethi v. Sony India Ltd.. 2008 (231) E.L.T. 385 (S.C.). The Court held that Rule 2(a)
must be read as a whole and that the requirement that the imported goods possess the essential
character of the complete or finished article is a foundational condition for its applicability.
Unless the gaods, as presented for importation. possess the essential character of the finished article,
they cannot be classified as such merely because they may ultimately. be used in the manufacture or
assembly of that article,

7.7.2  While interpreting Rule 2(a), the Hon'ble Supreme Court observed that individual components
such as a printed circuit board (PCB) or a cathode ray tube (CR'T). when imporied separately, do not
possess the essential character of a colour television receiver. The Court held that the first limb of
Rule 2(a), concerning incomplete or unifinished articles having the essential character of the
finished article, must be satisfied before recourse ¢can be had to the second limb dealing with
complete articles presented unassembied or disassembled.

7.7.3 The ratio of the aforesaid judgment establishes that classification of imported goods as a
complete article under Rule 2(a) is permissible only where the goods, thovgh incomplete,
unfinished, unassembled or disassembled, are nevertheless identifiable as the finished articie
and possess its essential character. The mere fact that the imported goods are intended to be
assembled into a finished product after importation does not, by itself, attract Rule 2(a).

7.7.4 The interpretation adopted by the Hon'ble Supreme Court is consistent with the General
Explanatory Notes to Rule 2(a) of the Harmonized System. which provide as foliows:

(1) “The first part of Rule 2(a) extends the scope of any heading which refers to a particular
article to cover not only the complete article but also that article incomplete or unfinished, provided
that, as presented, it has the essential character of the complete or finished article.”

(i) The provisions of this Rule also apply to blanks unless these are specified in a particular
heading. The term "blank" means an article, not ready for direct use, having the appropriate shape
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Jor completion into the finished article or part (eg. Bottie preforms of plastics being intermediate
products having tubular shape, with one closed end and one open end threaded 1o secure. a screw
nype. closure, the portion below the theded end being intended to be expanded to a desired size and

shape).
RULE 2 (a)
(Articles presented assembled or disassembled)
V The second part of Rule 2 (a) provides that complete or finished arcticles presented

unassembled or disassembled are 1o be classified in the same heading as the assembled article. When
goods are so presented, it is usually for reasons such as requirements or convenience of packing,

handling or transport.

Vi This Rule also applies to incomplete or unfinished articles presented unassembled or
disassembled provided that they are to be treated as complete or finished articles by virtue of the first
part of this Rule.

(VI)  For the purposes of this Rule, "articles presented unassembled or disassembled” means
articles the components of which are to be assembled either by means of fixing devices (screws, nuls,
holts, etc.) or by riveting or welding, for exaniple, provided only assembly operations are involved.

: ! & ! ; :

No account is to be taken in that regard of the complexity of the assembly method. owever, the
components shall not be subjected to any further working operation for completion into the finished

state. Unassembled components of an article which are in excesy

7.7.6  Thus. a conjoint reading of Rule 2(a). the General Explanatory Notes thereto. and the
judgment of the Hon'ble Supreme Court in Sony India Ltd. demonstrates that the Rule contemplates
two distinct situations:

(1) incomplete or unfinished articles which, as presented, possess the essential character of the
finished article: and

(ii) complete articles presented in an unassembled or disassembled condition for reasons such as
packing, transport or handling,.

The Rule does not extend to a collection of diserete components or parts which. after importation,
require substantial manufacturing and assembly operations before the finished article coines into
existence. In the present case. the imported goods are subjected to numerous manufacturing stages
and operations. including (off-line) SM'T machine programming and component loading, PCB

population, soldering, infegration, inspection, testing and other manufacturing processes. us

demonstrates that the imported goods cannot be regarded as an_incomplete or unfinished article

possessing the essential character of the finished product at the time of importation.
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Accordingiv, the applicability ol Rule 2{2) must_be detcrmined with reference to the

cendition, degree gf completeness and character of the goods as presented at the fime of

importation. Where substantial manufacturing operations _remain to be undertaken before the

2(a). e

finished article emerges, the imported goods cannot be classified as the {inished articie under Rule

L

7.8 Application of Essential Character Test to the Present Case

7.8.1 In the present case, the imported goods consist of a large number of discrete clectronic
components. including integrated cireuits (ICs), processors/chipsets, transistors, MOSFETs, diodes,
capacitors, resistors, thermistors,” inductors, crystals, ferrite beads, connectors, headers, sockets,
jumpers, heat sinks. metal fittings and bare printed circuit boards (PCBs), which require numerous
manufacturing stages, inctuding PCB population, soldering, {off-line) SMT machine programming
and component loading. integration, calibration and testing, befere. they, become a functional
motherboard. -

It is also pertinent to note that the aforesaid components are independently ideatifiabie,
classifiable and marketable goods in their own right. Integrated circuits, processors, capacitors.
resistors. connectors, sockets, heat sinks and similar components are commeicially traded and
markcted separately for use in a varicty of clectronic produets and applications. Their indzpendeni
commercial identity and marketability further demonstrate that they do not. cither individually or
collectively, possess the essential character of’a motherboeard at the time of importation.

7.82 Further. the Explanatory Notes to Rule 2(a) contemplate application of the Rule to blanks
having the approximate shape or outline of th¢ finished article and' capable of use solely for
completion into that article. The subject goods do not satisfy even this requirement, as the
imported components are neither assembled nor identifiable as a motherboard in any
recognizable form at the time of importation.

7.8.3 The applicant has contended that the first part of Rule 2(a) permits classification of an
incomplete or unfinished article as the compleie article where it possesses the “essential character™
ol the linished product, and has relied upon the illusirations contained 1 the TSN Lxplanatory Notes,
such as a motor vehicle presented without its wheels and battery or a bicycle presented without its
saddle and tyres. Ilowever, the said examples are clearly distinguishable from the [acts of the present
casc. In cach of the illustrations referred to in the Explanatory Notes, the imported goods aiready
possess the essential structure, form and identity of the finished article and are readily
recognisable as such, the missing items being limited to certain ancillary or finishing
components. The core article is already in existence and remains identifiable notwithstanding the
absence of those components.

In contrast, the proposed imports do not consist of an identifiable motherboard lacking a few
finishing parts. Rather, they comprise a large number of discrete electronic and electromechanical
components. including integrated circuits, semiconductor devices, capacitors. resistors, connectors,
sockets and a bare printed circuit board, none of which, either individually or collectively, possess
the physical structure, functionality, identity or commercial character of a motherboard at the time of
importation. Unlike the examples cited in the Explanatory Notes, the essential article itself has not
yet come into existence. The motherboard emerges only after extensive manufacturing operations
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involving (off-line) SMT machine programming and component loading, PCB population. soldering,
integration, inspection. testing and validation. among other processes. Therefore, the applicant's
reliance on the aforesaid illustrations is misplaced and does not advance its claim for classilication
under Rule 2(a).

7.8.4 The manufacturing records and process [low charts placed on record as produced at para 3.7

above demonstrate that the finished motherboard is produced through a complex and multi-stage

manufacturing process. he process commences with incoming goods inspection. material verification,
controlled storage and Kitting of components, followed by solder paste preparation and printing, (ofl-
line) SM'T machine programming and component loading. PCB loading. automated pick-and-place

The populated PCRB is thereafter subjected to reflow soldering under controtled thermal profiles, post-
reflow inspection and automated optical inspection (AOI). followed by rework and corrective

operations, manual placement of components, solder paste inspection and component verification.

operations wherever required.

7.8.5 The process does not conclude at the SMT stage. The semi-finished assemblics are
subsequently subjected to wave soldering operations. manual insertion of components, mechanical
assembly of sockets. heat sinks, jumpers and batteries. visual inspections, conformal coating, UV

coating _inspection, functional testing. failure analysis, final inspection. outgoing quality control

inspection and packing. At multiple stages. dcfective units are segregated for rework. touch-up,
corrective action and retesting before they are aceepted as finished products.

7.8.6  The above manufacturing sequence demonstrates that the imported items do not merely

undereo assembly by fastening, riveting or joining operations contemplated under Rule 2(a).

Rather, they underge extensive manufacturing  processes involving  Off-line) SM'T machine

programming. Component - Loading, solder paste deposition, thermal reflow. wave soldering,

clectronic population of bare PCBs. software-controlled machine operations. inspection protocols,

functional validation, failure analvsis and quality assurance procedures. The finished motherboard
acquires its identity, functionality and commercial character only after completion of these
numerous manufacturing stages.

7.8.7 In view ol the above a complex multi-stage manufacturing process, it is evident that the
imported components cannot be regarded as incomplete or unfinished motherboards possessing
the essential character of the finished article at the time of importation. Nor can they be regarded
as complete articles presented unassembled or disassembled merely for convenience of packing.
andling or transport as contempiated under Rule 2(a). The manufacturing operations undertaken
afier importation arc not incidental assembly operations but constitute substantial and complex multi-
stage manufacturing process that are indispensable (or bringing the [inished motherboard into

existence.

7.8.8  Thus. applying the principles laid down by the Hon'ble Supreme Court in Sony lndia Lid.. the
subject goods satisly neither of the situations contemplated under Rule 2(a). The imported goods, as
presented at the time of importation, do not possess the essential character of the linished
motherboard/PCBA and cannot be regarded as complete articles, presented unassembled or
disassembled. The finished product comes into existence only after substantial manufacturing,
integration and testing activities are undertaken in India,
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Accordingly, the subject goods cannot be regarded as incomplete or unfinished articles
haviag the essential character of the finished motherboard, nor can they be regarded as
complete articles presented unassembled or disassembled within the meaning of Rule 2(a).
Fqually, the subject goods do not qualify as incomplete or unfinished articles presented
unassembled or disassembled, since they do not possess the essential character of the finished
motherboard at the time of importation, which is a prerequisite for application of the second
limb of Rule 2(a). Therefore, the applicability of Rule 2(a) must be determined with reference to the
condition, completeness and character of the goods at the time of importation, and not with
reference to the finished product that may ultimately emerge after extensive manufacturing processes

arc undertaken'in India.
7.9  Distinction from Cases Allowing CKD Classification

7.9.1 The applicant has relied upon decisions where. CKD goods were classified as compiete
articles. However, such reliance is misplaced.

In Galaxy (Tuticorin) Agencies v. CCE, 2009 (239) E.L.T. 478 (Tri.), the Tribunal held:

“We are clear that the goods under import constituted a complete dredger in CKD condition. The
abscnce of certain amount of outlet pipes or pontoons does not affect the claim...”

This judgment is distinguishable on facis. as the imported goods in that case were
substantially compicte and identifiable as the finished product. with only mino: components

missing.

7.9.2  Similarly. judicial precedents consistently hold that Rule 2(a) applies only where the imported
eoods are substantially complete and retain the identity of the finished article, albeit in
disasscmbled form.

As discussed in the present case, however, the goods do not represent a disasscmbled
motherboard. but rather a collection of independent components, each having separaic identity and
classification.

7.16  Applicability of Section XVI Note 2

7.10.1 It is also necessary to examine Section XVI Note 2. which governs classilication of parts.
The Note provides that:

Note 2. Subject to Note 1 1o this Section, Note 1 o Chapter 84 and to Note 1 io Chapter 83. parts
of machines (not being parts of the articles of heading 8484, 8544, 8543, 8546 ar 8547) are 1o he
classified according to the following rules:

“fa) parts which are zoods included in any of the headings of Chapiter 84 oi 85 (other than
licadings 8409, 8431, 8448, 8466, 8473, 8487, 8503, 8522, 8529, 8538 and 8548) are in all cases to
be classified in their respective headings; "

(b) other parts. if suitable for use solely or principally with a particular kind of machine, or with a
number of machines of the same heading (including a machine of heading 8479 or 8543) are (o be
classified with the machines of that kind or in heading 8409, 8431, 8448, 8466, 8473, 8303, 8522,
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8329 or 8338 as appropriate. However, parts which are equally suitable for use principally with
the goods of headings 8517 and 8525 1o 8528 are to be classified in heading 8517, and parts which
are suitable for use solely or principally with the goods of heading 8324 are to be classified in
heading 8529,

(c) all other parts are to be classified in heading 8409, 8431, 8448, 8466, 8473, 8303, 8522, §529
or 8338 as appropriate or, failing that, in heading 8487 or §348.

7.10.2 The scheme of Note 2 establishes a clear statutory hierarchy for classification of parts. In
terms of Note 2(a). where a component is itself covered by a specific heading of Chapters 84 or 85,
such component is required to be classified in that heading irrespective of the machine. equipment or
assembly in which it is intended to be used. It is only where a part is not classifiable in its own specific
heading that recourse may be had to Note 2(b) or Note 2(c¢).

7.10.3 In the present case, the proposed imports comprise a large number of discrete electronic and
clectromechanical  components  such as integrated circuits, processors/chipsets,  transistors,
MOSFETSs, diodes. capacitors. resistors, thermistors, inductors, crystals, ferrite beads. connectors,
headers, sockets, jumpers, heat sinks. metal fittings and bare printed circuit boards. Many of thesce
components are specilically covered by separate tarifl headings and possess an independent tarill
identity under the Customs Tariff.

7.10.4 1t is also pertinent to note that the aforesaid components are independently identifiable,
i:_ldlf:‘pgm_y_@la_tﬁﬂiablc, independently marketable and commercially traded goods in their own
vight. Integrated circuits, semiconductor devices. capacitors, resistors. connectors, sockets and similar
components are routinely bought and sold as distinet products for use in a wide varicty of electronic
equipment and applications. Fach of these goods possesses its own commercial identity, technical
characteristics and tariff classification under the Customs Tariff. The fact that such components are

imported together for use in the manufacture of a motherboard docs not detract from their separate
identity, marketability or classification. Accordingly. their classilication is required o be determined
in accordance with the specific tarifl provisions applicable to such goods and does not depend upon
their eventual incorporation into a motherboard or any other machine.

7.10.4 This view is further reinforced by the HSN Explanatory Notes relating to parts of machines
ol Chapter 84. which provide under the heading “Parts™ as follows:

As regards parts in general, see the General Explanatory Note to Section XV1.

“Separately presented electrical parts generally fall in one or other of the headings of Chapier 83,
Jor example: electric motors (heading 85.01); electrical transformers (heading 85.04); electro-
meignels, permanent magnets, electro-magnetic lifting heads for cranes and electro-magnetic chucks
theading 85.05); electrical starting equipment for internal combustion piston engines (heading
83.11):electrical switches, control panels, plugs, junction boxes, ete. (headings 85.35 to 83.37);
electronic valves (heading 85.40); diodes, transistors and similar semiconductor devices (heading
83.41); electronic integrated circuits theading 85.42); electrical carbons theading 85.43), insulators
theading 83.46); and ceriain fittings of insulating material (heading 83.47). Unless incorporated with
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other parts of the machine, such goods are classified in those headings, even if designed for use solely
or principally with a particular machine of this Chapter. ™

7.10.6 The above HSN guidance makes it clear that separately presented electrical and electronic
components do not lose their individual tariff identity merely because they are intended for use in a
particular machine or assembly. Accordingly, where the constituent items of the proposed imports
are specifically covered by individual tariff headings, they are required 1o be classified in those
headings in accordance with Section XVI Note 2(a), notwithstanding their intended use in the
manufacture ol a motherboard.

7.10.7 This principle finds support in the judgment of the Hon'ble Supreme Court in Commissioner
of Customs v. Acer India Lid.. 2004 (172) E.L.T. 289 (S.C.}. wherein the Court observed that where
an article is specifically covered by a tariff entry, it is not permissible te classify the same under
a more general entry merely on the basis of its intended use or end-use.

7.14.8 At the same time, Note 2(b) and Note 2(c) conlemplate ciassification of those parts which are
not themselves covered by specific tariff headings. Such parts may, depending upon their nature,
characteristics and principal use, fall to be classified under the appropriate parts heading, including
lHeading 8473, where the statutory requirements are satisfied.

7.10.9 Therefore, while the classification of a complete motherboard is required to be determined
having regard to the Genera! Rules for Interpretation, the relevant Section Notes and the tarifT
description, the classification of individual components forming part thereof cannot automatically be
governed by lleading 8473 merely because they are imported together or intended for use in the
manufacture of a motherboard. The classification ol each such component must first be examined in
accordance with Rule | of the GIR and the scheme preseribed under Scetion XV1 Note 2.

7.11  Classification of Motherboards vis-a-vis Components

7.11.1 Itis not in dispute that a fully manufactured and functional motherboard is classifiabie under
C'TH 8473 30 20, being a part suitable for use solely or principally with automatic data processing
machines.

'l'hislpnsition is supported by the decision in CCE v. Virtual Computers Pvt. Lid., 2013 (292) E.L..T.
478 (Tri.-Mum.), wherein it was held:

“The moiherboard... cannot be considered as automatic data processing machines. The same are
parts and accessories suitable for use with the machine... therefore... classifiable under Ieading
85473.7

7.11.2 However, the aforesaid decision relates to a finished motherboard possessing the physical
identity. structure and functionality of a motherboard. The issue in the present case is fundamentally
different. The proposed imports do not consist ol a finished motherboard or even an identifiable
motherboard presented in unassembled condition. Rather. they comprise a collection of discrete
components which require extensive manufacturing operations before a motherboard comes into
existence.
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7.11.3 The distinction between a finished motherboard and the constituent components from which
such motherboard is manufactured is both legally and commerciaily significant. A finished
motherboard constitutes a distinct and identifiable product having a specific commercial identity and
functionality. In contrast, the subject goods comprise independently identifiable and independently
marketable components which retain their separate identity at the time of importation and do not
possess the character or functionality of a motherboard.

7.12  Failure of Applicant's Classification Claim:

7.12.1 The applicant's contention that the CKD kits should be classified as “motherboards™ under
C'TH 8473 30 20 is not sustainable for the following reasons:

. The goods do not satisly the essential ¢haracter test prescribed under Rule 2(a);

. The goods are not identifiable as a metherboard, whether complete, incomplete, assembled
or unassembled, at the tiime of importation:

. The goods do not constitute blanks having the approximate shape or outline of’a motherboard:

. The goods comprise discrete electronic and electromechanical components which are
independently identifiable, independently marketable and. in many cases, independently classifiable
under specific tariff headings:

. The imported components do not constitute a complete motherboard presented in
unassembled or disassembled condition for reasons of packing, transport or handling:

. The manufacturing operations undertaken afler importation are not mere assembly operations
contemplated under Rule 2(a). but constitute subsiantial and highly specialised manulacturing
processes through which the finished motherboard acquires its identity, functionality and commercial
character:

s Several constituent items are goods specifically covered by independent tarifl headings and
are required to be classified in accordance with Rule 1 of the GIR read with the relevant Section
Notes. Chapter Notes and Section XVI Note 2.

7.13  Tosum up:

(1) The applicability of Rule 2(a) is contingént upon-the imported goods possessing. at the time
of importation, the essential character of the complete or finished articie. or constituting a complete
article présented in an unassembled or disassembled condition merely for reasons of packing,
transport or handling.

(ii) in the present case, the proposed imports comprise a large number of discrete electronic and
electromechanical components, including integrated circuits (ICs). processors/chipsets, transistors.
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MOSIETS. diodes, capacitors. resistors. thermistors. inductors, crystals. ferrite beads. connectors,
headers, sockets, jumpers, heat sinks, metal [ittings and bare printed circuit boards (PCBs).

(iii)  The aforesaid components are independently identifiable. commercially marketable and. in
many instances. specifically covered by seperate tariff headings under the Customs Tariff. Their
individual identity and tarill classification are not lost merely because they are imported together (or
eventual use in the manufacture of a motherboard.

(iv)  The imported goods, whether viewed individually or cellectively. do not possess the physical
form. structure, functionality, identity or commercial character of a motherboard at the time of
importation, nor are they identifiable as a motherboard in an unassembled or disassembled condition
or as blanks having the a2pproximate shape or outline of a motherboard.

(v) The records placed on record establish that the finished motherboard comes into existence
only after extensive and highly specialised manufacturing operations. including (off-tine). SMT
machine programming and component loading, solder paste printing. automated component
placement, PCB population, reflow soldering, wave soldering, mechanical assembly. inspection,
testing. failure analysis. rework and quality validation.

{vi)  Conscquently. the imported goods do not possess the essential character of a motherboard
as incomplete or unfinished motherboards. nor can they be regarded as complete motherboards
presented enassembled or disassembied within the meaning ol Rule 2(a). Since the requirements of
the first fimb of Rule 2(a) are not satisfied, the second limb relating to articles presented unassembled
or disassembled is equally inapplicable.

(viiy  Further, by virtue of Section XVI Note 2(a), components which are themselves covered by
specific tariff headings are required te be classified in their respective headings, notwithstanding their
intended incorporation into a motherboard or any other machine. '

(viii)  Accordingly. the subject goods do not satisfy the conditions prescribed under Rule 2(a) and
cannot be classitied as "motherboards" under CTT1 8473 30 20. Their classification is required 1o be
determined in accordance with Rule 1 of the General Rules for Interpretation read with the refevant
Section Notes. Chapter Notes and Section XVI Note 2, having regard to the nature and characteristics
ol the individual goods presented for importation.

17.14 On the basis of the facts and circumsiances of the case. and in view of the foregoing
discussions and findings. I reach the following conclusions:
(i) Rule 2(a) of the General Rules for Interpretation is not applicable to the subject goods:

(ii) The CKD Kits proposed to be imported do not possess the cssential character of a
motherboard at the time of importation;
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(ili)  The subject goods cannot be regarded either as incomplete or unfinished motherboards
possessing the essential character of the finished article or as complete motherboards presented in an
unassembled or disassembled condition within the meaning of Rule 2(a);

(iv)  'The goods comprise a large number of discrete electronic and cleciromechanical components.
viz. integrated circuits (1Cs)., processors/chipsets. transistors, MOSEETs, diodes. capacitors, resistors,
thermistors, inductors. crystals, ferrite beads, connectors, headers, sockets, jumpers, heat sinks, metal
fittings, bare printed circuit boards (PCBs) and similar items, which are independently identiliable,
independently marketable and, in many cases, independently classifiable under specific tarifl
headings:

(v) The aforesaid goods require substantial manufacturing and processing operations, including
offline SMT programming and component loading. - PCB population, soldering. integration,
inspection, testing, validation and' quality contro! processes, before a functional motherboard comes
into existence, and therefore cannot be regarded as a motherboard presented in CKD condition;

(vi)  Several constiwent items are goods specifically covered by separate tariff headings and are
governed by the provisions of Rule 1 of the General Rules for Inlup.u.umn read with the relevant
Section Notes, Chapter Notes and Section XVI Note 2

(vii)  Consequently, the subject goods are not classifiable as “motherboards” under tariff
heading 8473 30 20 of the First Schedule to the Customs Tariff Act, 1975.

| rule accordingly.”
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