Document Identification No: 20201271MM000000C389
OIO No. JAM-CUSTM-PRV-COM-001-20-21
F.No:VIII/10-13/Commr./O&A/19-20

BRIEF FACTS OF THE CASE :
1.

M/s. Honda Cars (India) Limited, holder of IEC No. 0595049338, having

address at SPL-1 & 1(E), Tapukara Industrial Area, Khushkhera, Tehsil Tijara,
Distt: Alwar, Rajasthan – 301707 (hereinafter referred to as “the Importer”) have
filed various Bills of Entry during 01.02.2015 to 21.10.2019 at the port of
PIPAVAV (Port Code – INPAV1) through Customs Broker M/s Darabshaw B.
Cursetjee’s Sons (Guj.) Pvt. Ltd. for clearance of imported goods viz.
“CAMSHAFT(SOZAI)” classifying the same under Customs Tariff Item 7325
9910 of the First Schedule to the Customs Tariff Act, 1975 (51 of 1975).
2.

The importer availed benefit of exemption in terms of Notification No.

46/2011 dated 01.06.2011 as amended in accordance with provisions of the
Customs Tariff [Determination of Origin of Goods under the Preferential Trade
Agreement between the Governments of Member States of the Association of
Southeast Asian Nations (ASEAN) and the Republic of India] Rules, 2009,
(hereinafter referred to as “CTR,2009”) published in the notification of the
Government of India in the Ministry of Finance (Department of Revenue), No.
189/2009-Customs (N.T.), dated the 31st December 2009. The goods imported,
into the Republic of India, were of the origin of INDONESIA which is a country
specified in the said notification and a required certificate of country of origin was
submitted by the importer.
3.

During the theme based Audit on Comprehensive Economic Cooperation

Agreement including Free Trade Agreement with Japan, ASEAN and South
Korea, by Audit Commissionerate, Chennai, as per their letter F. No. S. Misc. 39/
2018/ RMS-PCA (Audit) 279 dated 23.01.2019, it was noticed that CAMSHAFTS
of various specifications have been imported and cleared as automobile parts or
components by M/s. Honda Cars (India) Limited, at various ports all over the
country, classifying the same under CTH 73259910 of the First Schedule to the
Customs Tariff Act, 1975 (51 of 1975) and paid NIL Basic Customs Duty (BCD)
by claiming the benefit of Customs Notification No. 46/2011, Sl.No.973 dated
01.06.2011.
4.

It appeared that the importer has considered the imported goods as ‘Semi

Finished’ goods, assigned Part Number and described it as Automobile
Component in the Bills of Entry itself. It further appeared that only machining is
required to convert the said “Camshaft(Sozai)” to “Camshaft”; that as per
submissions along with the photographs made by the Importer, it appeared that
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the imported goods were subjected to polishing and coating and no cutting was
involved; that the shape, cuts and curvature of the finished goods remained
identical to the imported goods; that the imported goods have attained essential
character of ‘Camshaft’.
5.

It therefore appeared that the ‘Camshaft’ though presented as unfinished

article, has the essential character of the complete or finished article; that the
‘Camshafts’ is a self declared automobile part/component more specifically
covered under Customs Tariff Item 84831099 of the First Schedule to the
Customs Tariff Act, 1975 and therefore, in view of the Rule 2(a) and Rule 3(a) of
the General Rules for the Interpretation of Import Tariff (hereinafter referred to as
“GIR”)

read-with Section Note 2(b) of the Section XVI, it appeared that the

imported goods Camshaft(Sozai) classified by the importer under Tariff item
73259910, shall be taken to include a reference to that article complete or
finished, i.e. Camshaft under Tariff item 84831099; that the imported goods
Camshaft (Sozai) wrongly classified under Tariff item 73259910 of the Customs
Tariff Act, 1975 for claiming wrong benefit of exemption Notification No. 46/2011
dated 01.06.2011.
6.

On the above contention being pointed out by the Deputy Commissioner,

Custom House, Pipavav vide his letter F. No. VIII/ 22-03/ Audit/ Misc.Corres/1819 dated 01.03.2019 and on being requested to deposit the differential duty
amount, the importer vide letter dated 04.03.2019 did not agree with the views
expressed by the department and submitted that the goods Camshaft(Sozai) is a
Raw Casting Part/ Raw Material (un machined) which is used in manufacturing
of ‘Camshaft’ classifiable under CTH 8483 and hence its correctly classified
under CTH 7325 as “Other articles of iron and steel”; that imported goods
Camshaft(Sozai) being un-machined part cannot be used as such and the same
is further processed for machining to make it usable as ‘Camshaft’.
7.

A statement of Shri Gyanendar S. Ravat, Head Exim of M/s. Honda Cars

India Ltd. was recorded under Section 108 of the Customs Act, 1962 wherein he,
interalia, stated that Camshaft(Sozai) is a raw casting part (un-machined) which
cannot be taken in use for production in the same condition as imported. The
imported Camshaft(Sozai) classified under CTH 7325 is being sent for finishing
to M/s. Musashi Auto Parts India Pvt. Ltd., Bawal to make it usable as Camshaft
in manufacturing of car. The process carried out during job work includes
Centring and facing, Turning, Drilling, Tapping, Milling and Reaming, Journal
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grinding, Pin Pressing, Cam grinding, De-burring and Buffing, Lapping, Washing,
Visual Inspection and anti-rust oil application and packing. After finishing, the
item is sent back to M/s. Honda Cars India Ltd. which is used in manufacturing of
Cars/Parts. They submitted detailed literature for process carried out by M/s.
Musashi Auto Parts India Pvt. Ltd., copies of delivery challan and e-way bill
issued by M/s. Musashi Auto Parts India Pvt. Ltd. wherein description of goods is
mentioned as Camshaft (Sozai). They also submitted the Chartered Engineer’s
report certifying that Camshaft(Sozai) is a raw material/ semi-finished part for
producing the finished Camshaft of automobile.
8.

It appeared that the imported goods namely Camshaft(Sozai) were

nothing but semi-finished goods having all the essential character of the finished
item i.e. Camshaft; that as per submissions of the importer, the imported goods
were subjected to polishing and coating and no cutting was involved as the
shape, cuts and curvature of the finished goods remained identical to the goods
imported. It appeared that the Importer had wrongly classified the imported
goods namely Camshaft of various specifications and cleared these automobile
parts and/or components at Pipavav Port under Tariff item 7325 9910 of the First
Schedule to the Customs Tariff Act, 1975; that the Camshafts are specifically
mentioned under CTH 8483 of the First Schedule to the Customs Tariff Act,
1975; that in light of Rule 2(a) of the General rules for the interpretation of Import
Tariff

and Section Note 2(b) and Note 3 (a) of the Section XVI, it appears

appropriately classifiable under CTH 8483 1099 of the First Schedule to the
Customs Tariff Act, 1975.
9.

It appeared that the importer has imported goods i.e. Camshaft of various

specifications during the period from 01.02.2015 to 21.10.2019, by wilful misstatement and suppressing the facts by wrongly classifying the goods under
Customs Tariff item 7325 9910 of the Customs Act, 1975, instead of the
appropriate classification under Customs Tariff item 84831099 of the Customs
Act, 1975 with an intent to avail undue benefit of FTA under Notification
No.46/2011 dated 01.06.2011.
10.

Therefore, the importer, M/s. Honda Cars (India) Limited, SPL-1 & 1(E),

Alwar, Rajasthan was issued Show Cause Notice No. VIII/ 10-13/ COMMR/
O&A/ 2019-20 dated 09.01.2020 as to why,
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(i)

The

Customs

duty

amounting

to

Rs.97,45,925.52

(BCD

Rs.60,32,849.67, CVD Rs.22,16,223.47, Ed Cess Rs.1,33,54,39,
H.E.CessRs.66,772.70,

SAD

Rs.8,09,589.56,

SWS

Rs.1,72,898.39, IGST Rs.3,14,046.35) should not be recovered
from them under Section 28(4) of the Customs Act, 1962.
(ii)

Interest on the evaded Customs duty should not be recovered from
them under Section 28AA of the Customs Act, 1962.

(iii)

Penalty should not be imposed on the Importer under Section 114A
of the Customs Act, 1962.

DEFENSE SUBMISSION:
11.

M/s. Honda Cars (India) Ltd, vide their letter No. Nil Dated Nil filed their

defense reply wherein, they submitted as under:(i)

That, the show cause notice is issued without considering the

submissions made by them vide their

letter dated 4-3-2019

to the Dy.

Commissioner, CH Pipavav and submissions made during the recording of the
statement of Shri Gyanender S. Rawat, Head EXIM of the Importer.
(ii)

That the observations, conclusions and the allegations made in the show

cause notice have been drawn by the Audit Commissionerate, Chennai; that
Camshaft(Sozai) is being classified under CTH 73259910 at other ports even
after issue of the Audit Report by Audit Commissionerate, Chennai; that Custom
House, GPPL, Pipavav have also not appreciated the difference between
Samples of Camshaft(Sozai) which were imported in raw form and Camshaft
component in finished form which were also made available for visual inspection
or to seek Expert Opinion to scientifically ascertain whether the imported goods
i.e. Camshaft(Sozai) was a raw casting or a semi-finished goods with essential
characters of finished goods i.e. Camshaft

to ascertain the correct

classification of Camshaft(Sozai) under Customs Tariff.
(iii)

That it requires number of machining operations to be carried out on the

imported goods i.e. Camshaft(Sozai) to convert it into a usable part of automotive
engine i.e. Camshaft. The details of the processes, duly prepared and certified
vide certificate No. NA/ HONDA/ 2019/ 179 dated 12.6.2019 by Sh. Naveen
Arora, the empanelled Chartered Engineer in the form of

'Process Flow of

Camshaft Machining', had already been submitted.
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(iv)

That they are submitting coloured copy of the process duly certified by the

Empanelled Chartered Er. Sh. Naveen Arora, empanelled by the Commissioner
of Customs, Patparganj vide Public Notice No. 03/2019, dated 26-2-2019; by the
Commissioner of Customs, ICD Tughlakabad vide Public Notice No. 14/2017,
dated 24-11-2017; and by the Commissioner of Customs (General), New Delhi
vide Public Notice No. 03/General/2016, dated 22-3-2016.
(v)

That conclusion drawn

allegation made in the

by Audit

impugned

Commissionerate, Chennai and

show cause notice

that only minor

processes are carried out on Camshaft(Sozai) to convert it into a finished
Camshaft is based on assumptions and are incorrect; that Camshaft(Sozai) is
essentially a raw casting to be used in the manufacture of Camshaft,
an automotive engine part of high precision; that each and every moving part
of automotive engine has to be very precise in its dimensions to enable the
engine to function properly and even a slightest difference in dimensions can
result into malfunctioning of automotive engine; that the item of import
Camshaft(Sozai) is a raw casting to be used as a starting stage for the
eventual manufacture of Camshaft; that the name Camshaft(Sozai) and part
number was given to it to identify and track the material which would be
required to be sent to the Job Worker for carrying out cutting and machining
operations to manufacture a specific finished automotive engine part.
(vi)

That every casting is moulded to the nearest shape and size of the final

item intended to be produced out of it to save on the costs of metal and
machining processes to be undertaken; that as such, shape of a raw casting
can always be comparable with the shape of the finished product intended
to be manufactured out of it; that if by merely comparing the shape of a raw
casting with that of a finished item a conclusion can be drawn that the casting
has essential characters of the finished article to invoke provisions of Rule 2(a)
of the Rules of Interpretation, as has been proposed vide impugned show
cause notice, then each and every casting would be classified in the CTH of
the finished product intended to be manufactured out of it and CTH 7325 would
become redundant.
(vii)

That the raw castings i.e. Camshaft(Sozai) has to undergo as many as

8 (eight) different processes, as

elaborated in

the

'Process Flow of

Camshaft Machining' furnished by a Chartered Engineer, to convert it into an
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automotive engine part i.e. Camshaft; that it is incorrect to assume that only
minor machining is required to be done on Camshaft(Sozai) to convert it into
Camshaft and as such the Camshaft(Sozai) cannot be termed as having
essential characters of Camshaft to invoke provisions of Rule 2(a) of the
Rules of Interpretation to classify the same as Camshaft under CTH 8483; that
Camshaft is a part of automotive engine which requires high degree of
precision in shape and dimensions whereas Camshaft(Sozai) is merely raw
casting which is a starting point towards manufacture of Camshaft; that an
article which has been merely cast without any machining etc. afterwards, i.e.
Camshaft(Sozai) cannot be used as such or after minor adjustments as a part
of automotive engine.
(viii)

That if the allegations levelled in the show cause notice to classify a

raw casting as a finished component/item by invoking Rule 2(a) of the Rules
of Interpretation is accepted then the CTH 7325 would be rendered redundant
and useless; that each and every casting is made with the objective of
producing a specific item/part from it; that if the casting as such or

after

undergoing minor adjustments is identifiable and usable as a specific part
then it deserves classification as that part, however, if a large number of
processes are required to be carried out on such casting to make it usable as
a part/item then it has to be classified as a casting only under CTH 7325; that
their views are duly supported by the Circular: 225/59/96- CX dated 01-Jul1996 and they relied upon following case law in support of their claim that the
imported goods was raw casting and proposed change in classification in the
SCN is not justified:







(ix)

Shivaji Works Ltd. Vs. CCE Aurangabad - 1994 (69) E.L.T. 674
(Tribunal)
Sakthi Sugars Ltd Vs. CCE, Coimbtore- 2000 (122) E.L.T. 800
(Tribunal)
Motor Industries Co. Ltd Vs Asst. Coll.of Customs - 1992 (62) E.L.T.
13 (Mad.)
Jaypee Forges Versus CCE,Bombay-1996 (83) E.L.T. 49 (Tribunal)
CCE Vs Jaypee Forges - 2003 (158) E.L.T. 560 (S.C.)
CCE Vs Mukund Ltd 2004 (167) E.L.T. 177 (Tri. - Mumbai)
M/s. BCL Forgings Ltd. Vs CCE, 2008 (224) E.L.T. 286 (Tri. - Del.)

That they had imported the consignments of Camshaft(Sozai), in addition

to other goods, from countries covered under ASEAN for which Bills of Entry
are filed from time to time; that Camshaft(Sozai) was classified under CTH
73259910; that since these goods were shipped and had originated from one
of the member countries of ASEAN with which India has signed a Free
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Trade Agreement, the Importer had claimed benefit of concessional rate of
duty in terms Notification No. 46/2011-Customs, dated 1-6-2011; that in terms
of provisions of Rule 13 of Customs Tariff [Determination of Origin of Goods
under the Preferential Trade Agreement between the Governments of Member
States of the Association of Southeast Asian Nations (ASEAN) and the
Republic of India] Rules, 2009, the Importer had submitted Certificate of
Origin issued by an authorised officer of the originating ASEAN country wherein
at serial number 2, Camshaft(Sozai) falling under Tariff item 73259910 has
been mentioned; that from a perusal of such Certificates of Origin, it is evident
that in the country of Origin, the impugned goods i.e. Camshaft(Sozai) has been
categorically classified under Harmonised System Code No. 73259910; that
dispute with regard to Certificate of Origin by the receiving country is to be dealt
with in accordance with para 7(c) and 7(d) of the "Operational Certification
Procedures" as set out in Annexure III to the Rules of 2009; that the procedure
has not been followed while proposing to deny the benefit of concessional rate
of duty on import of Camshaft(Sozai) as the same is classified under Tariff item
73259910 in the Certificate of Origin; that the proposed denial of benefit of
concessional rate of duty on Camshaft(Sozai) imported by the Importer would
be a violation of agreement between two sovereign countries.
(x)

That they relied upon decision of the Commissioner, Customs

(Preventive), Jodhpur, Headquarter Jaipur in his Order-in-Original No. 18/2019
dated 19-12-2019 on the similar issue in their own case.
(xi)

That there is no wilful mis-statement or suppression of facts on their part

and hence extended time period to demand Customs Duty under Section 28(4)
of the Customs Act is not justified; that there is no mis-declaration on their part
as much as,
a) The classification declared was as per the Certificate of Origin issued
by the designated authority of the country of origin in terms of Notification No.
46/2011-Cus., dated 1-6-2011 read with the Customs Tariff [Determination of
Origin of Goods under the Preferential Trade Agreement between the
Governments of Member States of the Association of Southeast Asian
Nations (ASEAN) and the Republic of India] Rules, 2009,
b) the imported goods i.e. Camshaft(Sozai) is raw casting for further
manufacture of Camshaft by undergoing various processes of machining etc.
as certified by Sh. Naveen Arora, the Chartered Engineer and,
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c) the imported goods i.e. Camshaft (Sozai) were allowed clearance
after examination of all the documents. The Importer relied upon following
case law in support of their contention:
 Shahnaz Ayurvedics Vs CCE, Noida- 2004 (173) E.L.T. 337 (All.)
 Commissioner Vs. Shahnaz Ayurvedics- 2004 (174) E.L.T. A34 (S.C.)
 Commr.of Cus. (Imports),Chennai-I Vs G.M. Pens Inter- 2009 (247) E.L.T. 159
(Mad.)
 Chemoplast Vs Commr of Cus (Imp) Mumbai- 2016 (343) E.L.T. 508 (Tri. Mumbai)
 Shuban Prints Vs CCE Jaipur-I - 2019 (366) E.L.T. 756 (Tri. - Del.)
 Shuban Prints v. Commissioner - 2019 (367) E.L.T. A20 (S.C.)
 CCE,Mumbai V s . s . Narender Kumar & Co. - 2011 (267) E.L.T. 577 (S.C.)
 Anand Nishikawa Co. Ltd. Vs CCE Meerut -2005 (188) E.L.T. 149 (S.C.)
 O.K. Play (India) Ltd. Vs CCE, Delhi 2005 (180) E.L.T. 300 (S.C.)

(xii)

That no interest is payable under Section 28AA of the Customs Act, 1962

as they have correctly paid the duty on the goods imported by them and there is
no short payment of Customs duty.
(xiii)

That no penalty is imposable under Section 114A of Customs Act, 1962

and relied upon following case law:
 Shuban Prints Vs. CCE, Jaipur-I - 2019 (366) E.L.T. 756 (Tri. - Del.)
 M.M.K. Jewellers- 2008 (225) E.L.T. 3 (S.C.)

11.1

The importer vide email dated 30.9.2020, made additional submission

wherein they re-iterated their earlier submissions by summarising their defence
reply and further submitted that the Commissioner, (Appeals), Central Excise
and Goods and Services Tax, Jaipur vide his Order-in-Appeal No. 40 to 44
(SM)CUS/JPR/2020, dated 07-08-2020 has allowed the appeals filed by them in
their own case.
PERSONAL HEARING:
12.

The personal hearing in the case was initially held virtually on 7.10.2020

as per the CBIC instruction No. 390/ Misc/3/2019-JC dated 21.08.2020.
However, due to change in adjudicating authority, personal hearing was
conducted virtually afresh on 23.11.2020. Shri G.S.Ravat, Head (Exim) of the
Importer, Shri Y.P. Badhwar, M/s. YSB Tax Consultancy and Shri Babulal Soni,
M/s. YSB Tax Consultancy on behalf of the Importer appeared in the hearing
wherein they re-iterated the defense reply already submitted by them. They also
demonstrated one of the representative imported items and also the same item
after carrying out job work in India for finishing. They sought 3 days time to
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furnish (a) copy of delivery Challan sent to job worker & invoice raised by the job
worker and (b) Literature on proof machining.
12.1

The records of personal hearing in the form of Personal Hearing Sheet

was emailed on 23.11.2020 to all the representatives at their respective email
ids. The Importer through email dated 25.11.2020 acknowledged and confirmed
the records of personal hearing.
12.2

The importer while acknowledging the records of personal hearing, also

submitted sample copies of Job work challans bearing nos.10909992/ 4.3.2019,
10900451/16.4.2019, 10909233/3.1.2019, 10909700/19.2.2019 and sample
copies of Invoices bearing no.s GH-18-20454/ 1.3.2019, GH-18-20533/2.3.2019
GH-18-20603/4.3.2019 GH-18-20758/ 6.3.2019 raised by the job worker. The
importer also mentioned proof machining with reference to Notification 223/88CE dated 23.6.1988 and submitted that till the process of Proof Machining, the
goods remain classified as Castings and Cast articles of iron or steel classifiable
under CTH 7325.
12.3

The importer submitted that Proviso (e) of the Notification No.223/88-E

dated 23.6.1988, inter alia, provides concessional rates of Central Excise duty in
respect of Castings and Cast articles of Iron or Steel which have not been
subjected to any machining, or surface treatments, other than removal of surface
defects, or of excess material by grinding, chipping, filing or proof machining; that
as such proof machining is one of the processes by which surface defects and or
excess material is removed from the casting or cast articles; that as per
‘Quora.com’ , Proof machining means ‘in machining terms, a proof (usually) is a
part that has not been finished, but has had most of its material removed by
rough and/ or semi finish machining. In this case, the proof shop would supply
parts to the customer that are ready for finishing operations’; that the three
principal machining processes classified under major machining are turning,
drilling and milling; that other operations falling into miscellaneous categories
include shaping, planning, boring broaching and sawing; that major processes of
machining such as turning, drilling and milling, shaping, planning, boring,
broaching and sawing would not be covered under ‘proof machining’; that a mere
casting cannot be equated with a finished product ready for use as having all the
essential characteristics of a finished article ready for use; that in their case,
Camshaft Sozai is a mere casting and it has not attained essential
characteristics of a Camshaft which can be used as an internal part of an engine,
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only with minor adjustments etc.; that Camshaft (Sozai) has to undergo various
processes to attain a high degree of precision; that they explained these different
8 processes along with images which are (1) Cantering & facing (2) Turning (3)
Drilling, tapping, Milling and Reaming (4) Journal Grinding (5) Pin processing (6)
Cam Grinding (7) Deburring and Buffing (8) Lapping and washing.
12.4

The importer also submitted details of change in physical character of

imported item i.e. difference in weight, length and diameter between Camshaft
(Sozai) and Camshaft Components (Finished) which is as under:Particular

Sozai (Raw)

Finished

Weight

2.19 Kg

1.81 Kg

Length

409 mm

383 mm

Diameter

51.5mm

49 mm

DISCUSSION AND FINDINGS:
13.

I have carefully gone through the facts of the case, Show Cause Notice

and written defense submissions as well as the submissions made by the
Importer during the personal hearing.
14.

The Show Cause Notice proposes denial of benefit of Notification

No.46/2011-Cus dated 01.06.2011 and consequential demand of Customs Duty,
interest as well as imposing penalty only on the ground that the imported goods
Camshaft (Sozai) are classifiable under Tariff Item 84831099 and not under
Tariff Item 73259910 as claimed by the Importer.Hence the only issue for
decision here is classification of the imported goods Camshaft (Sozai).
14.1

The competing Customs Tariff entries invoked in the Show Cause Notice

are extracted as under for ease of reference:7325
7325 10 00
7325 91 00
7325 99
7325 99 10
7325 99 20
7325 99 20
7325 99 91
7325 99 91
7325 99 92
7325 99 93
7325 99 93

Other Cast articles of iron and steel
Of non-malleable cast iron
-Other
-Gridning Balls and similar articles for mills
-Other :
--Of Iron
--Of Alloy Steel
--Of Stainless Steel
--Other
---- Rudders for ships or boats
---- Drain covers
---- Plates and frames for sewage water or
similar system
---- Other
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8483

848310
84831010
84831091
84831092
84831099

14.2

Chapter 84
TRANSMISSION SHAFTS (INCLUDING CAM
SHAFTS AND CRANK SHAFTS) AND
CRANKS; BEARING HOUSINGS AND PLAIN
SHAFT BEARINGS; GEARS AND GEARING;
BALL OR ROLLER SCREWS; GEAR BOXES
AND OTHER SPEED CHANGERS,
INCLUDING TORQUE CONVERTERS;
FLYWHEELS AND PULLEYS, INCLUDING
PULLEY BLOCKS; CLUTCHES AND SHAFT
COUPLING S (INCLUDING UNIVERSAL
JOINTS)
Transmission Shafts (including Cam shafts
and Crank Shafts) and Cranks
-Crank Shafts for sewing machines
--Other
---- Crank Shaft for engines of heading 8407
---- Crank shaft for engines of heading 8408
---- Other

Tariff item 73259910 is for “other cast articles of iron “ whereas Tariff item

84831099 inter-alia covers “Camshaft”. Therefore, the question is whether the
imported items are cast articles of iron or Camshaft. In other words, the question
is whether the imported items have essential character of Camshaft.
15.

The SCN mentions that the imported goods have essential character of

finished ‘Camshaft’. The SCN relies upon Rule 2(a) of General Rules for
Interpretation of Import Tariff as well as Notes 2(b) & 3(a) of Section XVI of First
Schedule of Customs Tariff Act. On the other hand, the Importer has contended
that the imported goods Camshaft (Sozai) are unfinished raw casting articles
being used as starting stage article for eventual manufacture of Camshaft which
is usable part of automotive engine.
16.

For deciding the issue it is necessary to examine the criteria and

essential character of an article to be identified as “Camshaft”. It is not in
dispute that Camshaft is required to be specifically designed to be used in an
engine of motor vehicle. A reference and description of Camshaft available
online including on Wikipedia and other relevant websites are reproduced below
for ease of reference:
Camshaft :
“a shaft to which a cam is fastened or of which a cam forms an
integral part”
(Merriam Webster Dictionary)
“a shaft having one or more cams attached to it, esp. one used to
operate the valves of an internal-combustion engine”
(Dictionary.Com)
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“A Camshaft is a rotating object— usually made of metal— that
contains pointed cams, which converts rotational motion to reciprocal
motion. Camshafts are used in internal combustion engines (to
operate the intake and exhaust valves), mechanically controlled
ignition systems and early electric motor speed controllers.
Camshafts in automobiles are made from steel or cast iron, and are a
key factor in determining the RPM range of an engine's power band.”.
(Wikipedia)
“The Camshaft uses lobes (called cams) that push against the valves
to open them as the Camshaft rotates; springs on the valves return
them to their closed position. This is a critical job, and can have a
great impact on an engine's performance at different speeds.”
(https://auto.howstuffworks.com/Camshaft.htm)
“Camshafts are made from cast iron or steel and can be mostly found
in the head of an engine, nestled above the cylinders.…Running
along the shaft are lobes which are manufactured to sit at different
angles. These lobes are positioned in such a way that – when the
Camshaft is rotated – they come into contact with rocker arms that
then open the engine valves. The lobes themselves are egg-shaped,
with the ‘pointy’ end contacting the rocker arms, opening the valves at
specific times within the engine cycle….”
(https://www.carthrottle.com/post/Camshafts-and-crankshaftsexplained-the-simple-way/)
“A Camshaft is a relatively basic component – a simple length of rod,
or shaft, with shaped lobes positioned along it, these have been
christened 'cam lobes'. When the shaft is rotated, the shape of the
cam allows it to act upon a valve or switch to a degree matching the
severity of its shape - with the speed of rotation controlling the rate of
action.
In a modern internal combustion engine they are typically, but not
necessarily, positioned directly above the cylinder banks where they
act to control the valves. Their calibration precisely controls the
amount of air-fuel mixture that enters the chamber, and how
efficiently the spent exhaust gases from the previous ignition can exit
the chamber making way for the next charge.”
(https://www.matfoundrygroup.com/News%20and%20Blog/What_is_
a_Camshaft_and_How_Does_it_Work)
“Camshafts do their work through eccentric "lobes" that actuate the
components of the valve train. The Camshaft itself is forged from one
piece of steel, on which the lobes are ground.”
(http://www.secondchancegarage.com/public/156.cfm)
“Camshaft is a long, metal rod with a series of external objects
attached to it. The most notable are the egg-shaped lobes, which
drives the opening and closing mechanisms for intake and exhaust
valves. These lobes are precisely placed and specifically timed to
make your engine function correctly and exactly as the pistons cycle
through the combustion process.”
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(https://www.autozone.com/diy/engine/what-are-the-Camshaft-andcrankshaft)

16.1

The information and explanation of Camshaft available in public domain

as above reveals that the Camshaft must have character of precisely crafted
Cams with desired specification of height, shape, curves etc. to function as
integral part of engine. The importer in his reply mentioned that Camshaft is part
of automotive engine which requires high degree of precision in shape and
dimensions.
17.

The process of casting involves converting a molten metal into a pre-

engineered form or shape. To manufacture an identifiable finished goods or a
machine part, primary and basic shape forming is done through casting
process. Such basic shape is then required to undergo further processes and
also required to be worked upon to have essential character to assume the form
of particular machine part. From perusal of the images produced by the importer
and also the demonstration of item made during the virtual hearing I find that
the imported goods are in raw form of a length of rod with Cams. They are in
raw form in the sense that further processes are required to be done on the
imported item to convert it into usable part of the engine. The Importer has
submitted Process Flow chart with image of imported goods i.e. Camshaft
(Sozai) along with image of Camshaft (Finished).

The Importer has also

produced Chartered Engineer’s certificate to contend that imported item has
undergone further processes to make it Camshaft. The Chartered Engineer has
explained Stage wise processes to be undertaken on the imported article
Camshaft(Sozai) to have them in desired shape, length and diameter, oil hole,
thread making, pin pressing etc. The processes as certified by the Chartered
Engineer are as under:“(1) Centering and facing : Stage First involves machining to mark the raw
Camshaft(Sozai) to required length and center drilling to hold the part for further
operations by using a hard tool, which cuts the casting to desired shape and
size.
(2) Turning 1 & 2 : Second stage involves metal cutting operation where the
Camshaft (Sozai) are machined to size in length and diameter on lathe
machines. A hard cutting tool remove the material as per requirement for further
machining operation.
(3) Drilling,Tapping, Milling and Reaming : Third stage involves Drilling for oil
hole and tapping for thread making, Milling for slot cutting and reaming for
finishing of drill hole size on Camshaft(Sozai).
(4) Journal Grinding : Fourth stage involves Grinding operation on journal die to
achieve the desired surface finish and size of Camshaft(Sozai).
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(5) Pin Pressing : Fifth stage involves Pin pressing operation where the Pin is
pressed in Pin hole of the Camshaft(Sozai).
(6) Cam Grinding: Sixth stage comprises grinding operation on Camshaft(Sozai)
to achieve the desired surface finish and size.
(7) Deburring and Buffing : In the Second Last stage, the process makes the
Camshaft free from burr which is produced during grinding operationwith the help
of a wire brush wheel.
(8) Lapping and Washing : In the last stage of finishing, the Camshaft involves
super finished grinding of the surface journal die of Camshaft. Lapping the
surface of Camshaft including hot washing before final inspection process.”

17.1

The Chartered Engineer’s certificate has further certified as under:“…that the said Camshaft(Sozai) is a raw material/ semi finished part
for producing the finished Camshaft of automobiles and further the
value addition of around 50% in the above said process may be
considered fair for the mentioned part”.

17.2

Copy of images showing Camshaft(Sozai) and finished Camshaft, as

submitted by the Importer is reproduced below for ease of reference:
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17.3

It can be seen from the above images and the processes mentioned in

the Chartered Engineer’s Certificate that the essential character of a Camshaft
to suit an engine’s requirement i.e. design, measurement and other
specification is obtained after various processes. The processes viz. Centering
and facing, Metal Cutting Operation, Drilling and Tapping, Grinding, Pin
Pressing, Grinding, Cleaning of Burr, Super Finished Grinding carried out after
importation, are essential to identify the goods as Camshaft. Without these
different processes, the imported item as such is not capable of being used as
part of the engine. A substantial work is required to be put into on the imported
article i.e. Camshaft (Sozai) which gives value addition of up to 50% as certified
by the Chartered Engineer to make it an important part of a motor vehicle
engine. The details of change in physical character of these goods submitted
by the Importer also suggests that substantial machining process is being
undertaken on Camshaft (Sozai) after its importation resulting in reduction is
weight from 2.19 kg to 1.81 kg, length from 409mm to 383mm and Diameter
from 51.5mm to 49mm. Thus, it can not be said that at the time of importation
the impugned goods as such are ‘Camshaft’ to be used as part/component of
an engine for motor vehicle. The above report of the Chartered Engineer about
the processes undertaken and value addition in the product reveals that the
finished good emerging after these processes is different from the imported
article. The processes explained above reveal that a cast article is being
converted into finished article having essential character of Camshaft. The
importer has submitted sample copies of challan sent to job worker and invoices
raised by the job worker which shows that impugned goods are sent for job
work classifying them under Tariff item 73259910 and the job worker has paid
GST on the invoices raised classifying the goods under Tariff item 84831099 as
Camshaft Comp. The Certificate of Origin mention the classification of imported
item as 73259910 which also supports their case.
17.4

It is evident from the documents submitted by the importer and statement

of authorised signatory of the importer, that the impugned goods are just cast
articles designed to achieve specification, curves etc. after machining process
and same are not identifiable as Camshaft to be used as such as an integral
part of engine of Motor vehicle. I find that by virtue of difference in its physical
appearance pre and post various processes and differences arising out in length,
weight and diameter after various processes, the imported goods can not be held
to be a Camshaft with designed specification to be used as such as a component
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for engine of a motor vehicle. Hence, they do not merit classification under Tariff
item 84831099.
17.5

In the light of evidence discussed above, I am of the considered view

that the goods manufactured out of imported goods after various processes
which gives them the essential character of ‘Camshaft’ are distinguishable from
imported Camshaft(Sozai). In other words, casting is converted in to machinery
parts/ components through the process discussed supra. However, ‘Camshaft’
a transmission shaft in finished condition, is specifically covered under Tariff
Heading 8483. The impugned product at the time of import declared as
Camshaft (Sozai) had not attained essential character of finished Camshaft as
mentioned in Rule 2(a) of General Rules for the interpretation of Import Tariff
(GIR). Hence, it is felt that impugned goods Camshaft (Sozai) is not identifiable
as parts of machinery/vehicles to fall under Chapter 84 (Tariff item 84831099)
of the First Schedule to the Customs Tariff Act, 1975.
18.

Now coming to the department’s reliance on Rules 2(a) and 3(a) of

General Rules for the Interpretation of Import Tariff (“GIR”), for clarity I quote
the said Rules 2(a) & 3(a) as under:Rule 2(a) and Rule 3(a) of General Rules of Interpretation of Tariff
“Rule 2(a): Any reference in a heading to an article shall be taken
to include a reference to that article incomplete 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 (or falling to be classified as complete or finished by virtue
of this Rule), presented unassembled or disassembled.”
“Rule 3: When by application of rule 2(b) or for any other reason,
goods are, prima facie, classifiable under two or more headings,
classification shall be effected as follows:
(a) The heading which provides the most specific description shall
be preferred to headings providing a more general description.
However, when two or more headings each refer to part only of the
materials or substances contained in mixed or composite goods or
to part only of the items in a set put up for retail sale, those
headings are to be regarded as equally specific in relation to those
goods, even if one of them gives a more complete or precise
description of the goods.”
18.1

Rule 2(a) provides that an incomplete or unfinished article having

‘essential character” of the complete or finished articles, is to be classified in
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the heading in which the complete or finished article is classified. The question
as to at what stage the casting could be said to have acquired the ‘essential
character‘ of article under chapter 84,85 or 87 is not res integra.
18.2

The Hon’ble Tribunal in the case of M/s. Shivaji Works Ltd reported as

1994 (69) ELT 674(Tribunal), considering the concept of “essential character’
under Rule 2(a)of GIR, has held that tailor made castings required for machines
falling under Chapter 84 are classifiable under CTH 7325 and

not under

Chapter 84 to 87 of the Central Excise Tariff Act, 1985. Relevant Para 9.4 of
the order reads as under:“9.4 Lower authorities have relied on Rule 2(a) of Interpretative
Rules to arrive at the finding that the ‘castings’ in question are parts of
machine or parts of motor vehicle. We shall now examine and
analyse the wording of Rule 2(a) whether such a result is possible.
Rule 2(a) has already been extracted in para 5 above. It states that
any reference in a heading to goods shall be taken to include a
reference to those goods incomplete or unfinished, provided that the
incomplete or unfinished goods have the essential character of the
complete or finished goods. In other words, taking the example of the
concerned Heading 73.25, reference to “other cast articles of iron or
steel” would include reference to incomplete or unfinished other cast
articles of iron and steel. We have already observed that a cast article
is complete when it has been proof-machined and surface defects
have been removed. Earliest form of ‘cast article’ is when it comes
out of the casting mould. The Heading 73.25 would, therefore, include
all “castings” from the stage of their emergence from the casting
mould to the stage of being proof-machined. Similarly, an
incomplete/unfinished part of machine or motor vehicle would also be
covered under Chapters 84, 85 or 87 as the case may be. A machine
part or motor vehicle part, subject to any section or Chapter note,
would normally be one which is ready for use in a particular machine
or motor vehicle. Application of Rule 2(a) would lead us to conclude
that an incomplete or unfinished part of a machine or motor vehicle
would fall under Chapters 84, 85 or 87, subject to fulfilment of the
condition of “essential character”. Rule 2(a) does not permit us to
conclude that when an article squarely falls under a particular Tariff
heading, it can be made to fall under another heading by invoking the
concept of essential character. This is against the plain reading of
Rule 2(a). But this is precisely what is attempted to be done by the
lower authorities in the impugned orders. It is not denied that
‘castings’ of iron and steel do fall under Heading 73.25, but because
the castings have the ‘essential character’ of products under
Chapters 84, 85 or 87, such ‘castings’ should be deprived of their
most appropriate and only classification. Such an interpretation of
Rule 2(a) is untenable. It will create clashes within different headings
and disturb their harmony.”

18.3 In a similar issue of classification, in the case of M/s. Sakthi Sugars Ltd
reported as 2000(122) ELT 800 (Tri), the Hon’ble Tribunal has not accepted the
invocation of Rule 2(a) of Rules for interpretation to Re-classify the goods from
CTH 73.25 to CTH 84.13 & CTH 87.08 The Hon’ble Tribunal has held as
under:-
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“5. On a careful consideration of the submission and on perusal of
the records and the citations referred to, we notice that the issue has
been gone into in great detail in the citations referred to by ld.
Counsel. The item had not undergone various prcoesses to attain the
essential characteristics of parts and they have been removed as
castings only. Therefore, their contention that the item continues to
remain as castings for classification under Chapter 73 is reinforced in
the judgments cited by the ld. Counsel. The issue is no longer res
integra and therefore, following the ratio of the same, the impugned
order is set aside and appeal allowed. We may also add that the
appellants' contention on time-bar is also acceptable as there is no
suppression of any facts and the department had been accepting the
declarations given in the classification list from time to time and even
for subsequent periods, the department has accepted the item to be
unmachined castings. In that view of the matter, the impugned order
is set aside and the appeal is allowed.”

18.4

The Hon’ble Tribunal in the case of M/s. Jagriti Industries reported as

2004 (167) ELT 442 (Tri-Del) has held that castings can not be classified as
machine parts unless it has undergone machining process. The relevant part of
the judgement reads as under:“4. We have considered the submissions of both the sides. As far as
the application of Rule 2(a) of the Rules for Interpretation of the
Schedule to the Central Excise Tariff Act is concerned it has been
held by the Tribunal in the case of Shivaji Works Ltd. v. CCE,
Aurangabad, 1994 (69) E.L.T. 674 (Tribunal) that “Rule 2(a) does not
permit us to conclude that when an article squarely falls under a
particular Tariff Heading it can be made to fall under another Heading
by invoking the concept of essential character. This is against the
plain reading of Rule 2(a). But this is precisely what is attempted to
be done by the lower authorities in the impugned order. It is not
denied that ‘casting’ of iron and steel do fall under Heading 73.25, but
because the castings have the ‘essential character’ of products under
Chapters 84, 85 or 87, such ‘castings’ should be deprived of their
most appropriate and only classification. Such an interpretation of
Rule 2(a) is untenable. It will create clashes within different headings
and disturb their harmony.” Subsequently in a large number of cases
the Tribunal has followed this decision. Accordingly it cannot be
claimed by the Revenue that the castings had assumed the form of
machine parts by their design, shape, form as per the Rules for
Interpretation. The casting will remain classifiable under the specific
heading of the Tariff as castings and will not be classified as machine
parts unless and until these have been machined.”

18.5

Similar views are paraphrased by the Hon’ble Tribunal in the case of

M/s. Mukand Ltd

reported as 2004 (167) ELT 177 (Tri-Mumbai) wherein

application of Rule 2(a) was rejected to classify the Knuckles and Coupler body
castings under CTH 8607 as ‘Part for railway’ and held that the items were
classifiable under CTH 7325.
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18.6

On this issue, the Hon’ble High Court of Madras in the case of M/s.

Motors Industries Co Ltd [1992(62) ELT 13 (Mad)] has held that Rule 2(a) of
GIR can have application to semi-finished goods, which are capable of being
used as such with minor adjustment.

Relevant paragraphs 8 & 9 of the

judgment are quoted below:
“8. It may also be considered that the respondents have not disputed
about the averments that the imported material cannot as such be
used as components or parts of fuel injection pump or of any pump in
the state in which they have been imported. It is not the case of the
respondents that where the imported materials could be possibly be
used in that imported condition as a part of component in any
machinery. From this, it may be considered that the goods imported
are semi-finished goods. The only aspect that has to be considered
is, whether as a result of the observation of the authorities below, the
goods imported have the characteristic of the finished product and
would fall under Item 84.10(3) C.T.A. by application of Rule 2(a) of
the Rules of Interpretation. If the rules of interpretation as such are to
be construed that would cover incomplete and unfinished products,
provided the incomplete and unfinished article has the essential
character of the complete or finished article. The essential characters
of the complete and finished article have not been defined. There is
no guideline on which the imported goods can be considered as to
whether the goods imported have the essential character of a
complete and unfinished article. In the instant case, the revisional
authority had observed that the goods were already cleared by the
petitioners and that the revisional authority had not accepted the
sample article produced for the purpose of consideration as to
whether the goods imported had the essential character of the
complete and finished article. It is also not in dispute that the goods
imported as such cannot be used, unless such process, as pointed
out by the learned counsel for the petitioners is completed. In the
absence of any guideline for consideration as to whether the imported
goods has essential character of complete or finished articles, no
definite yardstick can be applied nor even the Dictionary Meaning be
applied in this behalf.
9. Yet another fact may also be considered for the purpose of
construing as to whether such imported articles have essential
character of complete and finished products is as to whether the
articles imported are capable of being used as such without the said
articles being subjected to any further process, except for some minor
adjustment and whether such articles can be construed as falling
within the scope of Rule 2(a) of the Rules of Interpretation. If the
goods imported are subjected to major processes like turning,
grinding, broaching, groove cutting, heat treatment, surface treatment
etc., as pointed out by the learned counsel for the petitioners, such
imported goods cannot be construed as having the essential
character of complete and finished articles and cannot fall within the
scope of Rule 2(a) of the Rules”.
18.7

The ratio of the above judgment of the Hon’ble High Court of Madras is

that castings which require major processes to make them fit for use as finished
goods can not be classified under Chapter 84 by applying Rule 2(a) of GIR. In
that case the imported article was classified under CTH 7333. In the instant
case before me the imported item has undergone

major processes as
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discussed in the foregoing paras to make them fit for use as finished goods as
part of engine. The SCN has not brought out any evidence to show that the
imported item can be used as such as part of engine with only minor
adjustment. Hence they cannot be classified under CTH 8483 as proposed in
the SCN but would continue to be classified under heading 7325. The ratio of
M/s. Motor Industries

is applicable in the instant case and accordingly the

judgment of Hon’ble High Court is relied upon. The grounds mentioned in the
SCN are that importer themselves had assigned the part number describing the
same as automobile component; that only machining is required to convert
Camshaft (sozai) to Camshaft; that imported goods were subjected to polishing
and coating & no cutting was involved; that shape, cuts & curvature of the
finished goods remained identical to the imported goods. I observe that none of
the above grounds taken in the SCN can justify taking away the classification of
the items out of Tariff item 73259910. The importer clarifies that the name
Camshaft (sozai) & part number was given to the goods to identify and track the
material which would be required to be sent to the job worker for carrying out
cutting & machining operations to manufacture a specific finished automotive
engine parts. The importer submitted that the word ‘sozai’ in Japanese means
‘raw material’. In fact, even the SCN (Para 6.4) mentions that Camshafts as
presented were unfinished article. The ground taken in the SCN that only
machining is required to convert Camshaft (sozai) to Camshaft is not sufficient
ground in as much as what is to be seen is as to what level of machining is
done as discussed in Motor Industries case supra. The ground in the SCN that
imported goods are subjected to polishing & coating and no cutting was
involved and that shape, cuts & curvature of the finished goods remained
identical to the imported goods are also effectively countered by the Certificate
of the Chartered Engineer wherein 8 different processes are mentioned as
discussed earlier. It is also relevant to observe that if the reasoning of Rule 2(a)
of GIR taken in the Show Cause Notice is accepted, no raw casting of motor
vehicle part could fall under heading 7325 which is rather illogical.
18.8

The issue of ‘essential character’ was also dealt by the Hon’ble tribunal

in the case of M/s. Jaypee Forges [2003(158)ELT560(SC)] affirmed by the
Hon’ble Supreme Court [2003(158)ELT 560 (SC)] and the said majority
judgment of the Tribunal is also relied upon. Relevant part of orders of majority
members is quoted below:
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“30. On the basis of ….…
……………
…………….
As can be seen from the above reading, only those “forgings which
are products falling in other headings of the Nomenclature (e.g.
recognisable part of machinery or mechanical appliances) or
unfinished forging which require further working but have the
essential character of such finished products” not covered in the
heading.
In this case admittedly, the goods are just in forged stage without
undergoing any process or processes to acquire essential character.
The term “Essential character” has not been defined anywhere, but
the understanding arrived in several judgments referred to before us,
is that the product should have crossed the stages of processes
delineated in the Notification No. 223/88.
……….
31.
32. The Collectorate and CBE & C had been issuing circulars to
express their understanding when a product would acquire essential
character. Trade Notice No. 31/87 dated 4-3-1987 issued by
Vadodara Collectorate, has clarified that merely because the
following operations (as noted below) are carried on, the goods would
not acquire essential character of the castings and would not be
enough to merit classification of such castings as machinery parts
under Chapter 84 or 85 as the case may be :
(a) Removal of runners or risers
(b) Surface clearing of surface defects
(c) Chipping, filing or grinding to remove excess material
(d) Anneating the stress relieving
(e) Proof machining
(f) Surface casting
This view was reiterated by Central Board of Excise & Customs by F.
No. 139/2/81, dated 10-11-1981. Therefore, the understanding of
“essential characteristics” has been well stated by the Trade Notices
and by Board circulars. These understandings have not changed and
the impugned goods has not acquired any of the “essential
characteristics” of the semi-finished or finished part of motor vehicle
to merit classification under Chapter 87.
In Aravali Forgings and in Echjay Industries, it has been clearly held
that forged goods manufactured as per drawings by itself would not
make them finished goods nor a few permissible processings being
done on it would make them so. Therefore applying these ratios, also,
it has to be held that the item has not acquired essential character of
the complete or finished goods to invoke Rule 2(a) nor the goods are
excluded from Chapter Heading 73.26 as per HSN Explanatory
Notes.
33. In the result, the impugned order is set aside and appeal
allowed.
Sd/(S.L. Peeran)
Member (J) 17-8-1995
34.……….
35…………
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36………
37. In the show cause notice, the main ground for classification
under Heading No. 87.08 is that the forgings of motor vehicle parts in
question had attained the essential character of the finished parts of
motor vehicles. Motor vehicle parts call for strict specifications and
precision. Safety of the passengers and the safety of the road users
depend upon the quality of the motor vehicle parts. The facts of the
case do not establish that the goods cleared by the appellant had the
essential character of a motor vehicle part, the character as required
for a particular and specific motor vehicle part. The factors, which
determine the essential character will vary as between different kinds
of goods and may be determined not only by the nature of the
material used but as well by the use to which the goods are intended.
For precision and sophisticated engineering goods, the criteria may
be different than for primary products. The Tribunal in the case of
Bharat Heavy Electricals Ltd. v. Collector of Customs, Madras - 1987
(28) E.L.T. 545 (Tribunal) had observed in para 7 of their order as
under :“We find that the words ”essential character" have been used in
Rule 2(a). These words are again to be found in Rule 3(b) also.
In Vol. I of the CCCN Explanatory Notes in dealing with this
Rule 3(b) of the CCCN (which is the same as our Rule 3(b) it
has been observed that the factor which determines essential
character will vary as between different kinds of goods and may
be determined by the nature of the material or component, its
bulk, quantity, weight or value or by the role of a constituent
material in relation to the use of the goods. No doubt Rule 3(b)
dealt with mixture and composite goods and it was in that
context that the words “essential character” had been construed
in the manner mentioned above. But we feel that the test of
essential character as mentioned in the CCCN under Rule 3(b)
would also be very relevant in construing the said words in Rule
2(a) also.”
38. Forging is a process in which metal is shaped by being heated
and then hammered or pressed. Forging machines produce metal
parts. For producing motor vehicle parts out of the metal parts a
number of processes, which amount to the process of manufacture,
are required. In the case of Metal Forgings Pvt. Ltd. v. Union of India 1985 (20) E.L.T. 280 (Delhi), the Delhi High Court had observed in
para 15 of their judgment that forged products, which are machined,
polished, holed, etc. and made fit for being used as machine parts
assume a different name, character and usage. Such forged products
as are machined/drilled/polished assume an altogether different
character from what it was when forged and so as to make them
identifiable or usable as machine parts. In the Letters Patent Appeal,
the Delhi High Court in this case in para 26 of their judgment reported
at 1987 (32) E.L.T. 15 (Delhi) observed that the goods which
emerged after machining, polishing and drilling holes assume new
and distinctive forms.
39. Under the test of marketability and commercial parlance, the
people in trade would not think of the goods in the form cleared as
motor vehicle parts. No dealer in motor vehicle parts will sell them as
motor vehicle parts.
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40. Taking all the relevant considerations into account, I agree with
the learned Member (J) that the impugned order is liable to be set
aside and the appeal merits acceptance. I order accordingly
Sd/(Lajja Ram)
Member (T)
11-9-1995

19.

The Importer’s case also gets support from CBEC Cir No. 225/59/96-Cx

dated 1.7.1996, which reads as under:“2. CEGAT in its Order No. E. 103 to 105/93 B.1, dated 20th May, 1993
in the case of M/s. Shivaji Works Ltd. v. C.C.E., Aurangabad [1994 (69)
E.L.T. 674 (T)] has held that the Heading 73.25 would include all
castings from the stage of their emergence from the castings mould to
the stage of being proof machined.
3. It would thus appear that castings coming out of the castings moulds
up to the stage of proof machining and requiring further machining before
being used as machine parts would be appropriately classifiable under
Chapter 73. However, those castings which do not require any
machining after their emergence from casting moulds viz. precision
castings and/or are, as such, ready to be used as machine parts would
be regarded as articles having essential character of machine parts and
would be classified under Chapters 84, 85, 86, 87 etc.
4. The above instructions would apply mutatis to forgings which have
not undergone any further process after fettlings.”

20.

Since the issue of classification of the product is decided as above and

the imported goods are not classifiable under two or more headings, Rule 3 of
GIR is not applicable here. Further, since I have not upheld the proposal of the
SCN to classify the imported goods under Chapter 84 the question of applying
Note 2(b) of Section XVI of the First Schedule to Customs Tariff Act does not
arise. The said Note 2(b) is applicable for the parts of machines of Section XVI
i.e. Chapter 84 & 85 and can not be applied to the goods of Section XV under
which heading 7325 falls. There is no Note 3(a) in Section XVI.
21.

In the light of above discussions and findings, it can be concluded that

the article Camshaft (Sozai), is merely a cast iron article without further being
subjected to major processes of finish machining like turning, drilling, milling,
pin pressing, grinding, demurring and buffing etc. and the imported goods
cannot be used as such or after minor adjustments as a part/ component of the
automotive engine. The Importer has brought out details of processes which
were required to be carried out to convert the goods into an automotive
component/ part i.e. Camshaft. Therefore, Camshaft(Sozai) remains cast
articles of iron or steel classifiable under Tariff item 73259910 and it does not
merit classification under Tariff item 84831099. Consequently, the demand of
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