APPELLATE AUTHORITY FOR ADVANCE RULING, KERALA
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Aulhonized Représtntative Adwvgcate PLA. Augustin

ORDER No. AARS11/20 DATED: 01-03-2021

1. The application for advance muling stands relerred under
section 958(9) Jof the CGST/SGST Act, 2017. The application has
been filed by M/s Scoft turf Alleppey bearing GSTIN
32ADOPG340PIZF The dealer is enpaged in the manufacture and
supply of floor mats made ol poly vinyl chloride known commonly
as PVC carpet mats

Brief facts of the case

2. The applicant had sought an advance ruling regarding the

classification of PYC carpet mats manufactured by them .

The classification was sought on the issue “Whether PVC carpet
mats manufactured and supplied by the applicant will be
classifiable under tariff item 5705.00.49 of CTA and attract a tax
rate of 12% as per entry 1406 of Scheduls II of Notification No:
1/2017 - Inteprated tax Rate dated 28/6/2017"
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3. As there was difference &f :)'Iiiniuﬂ|ﬂ1e same was referred to
the appellate authority for advahee miling U/s 98(5) of the GST
Act..3ection 98{5) of CGST fS T J%ct specifies that where the
members of the Authority chﬂ"ef ant any question on which the
advance ruling is sought, théy shall gtate the point or points on
which they differ and make s refereénce to the Appellate Authority
for hearing and decision on such question.The opinion. of hboth
the authorities were as follows j F

3.1. The CGST authority is 5f the viex‘v}' that the PVC carpet mats
are classifiable under Custorhs tariff Hﬂadmg 5705.00.4%9 and is
liable to GST @12% as per 8L F 1_46 of the schedule I of the
notification no: 172017

3.2. The S8GET authority ig of the view that the Floor covering of
plastics are covered under HSN 3918 of Customs Tariff Act 1975

. Therefore PVC carpet Mats wmhd fIELLl in the entry no: 104 A of
schedule III thereby attracting tag: at the rate of 18%. | 28% Upto
14.11.2017 and 18% thereaftér as per $1 no' 104A of schedule III
to Notification 43/2017) . i

4. M{s Soft turf had submitted| that [hey are engaged in the
manufacture and supply of Carpéts, E_l':ld Mats also kniown as PVC
Carpet mats (hereih aftcr referre_d ay carpets mats)It is
submitted that manufacturing ofthe Carpet mats are undertaken
in two stages. The process af Stdpger I being production of man
made monofilament for non-wovek carpet tep texture, the regular
quality carpeis mats geherally haie, the ifollowing raw miatéerial in
itz compound: the plastm:zerl pmwdes flexibility in the
compound has a shate of 26%, fillkr like CaCol or limestone
powder from the mineral miines share 37%, additives and
lubricants such as sicaric adid, wax share 1% and suspension
grade polyvinyl chloride 36% The prﬂcess at OStage II being
bonding of noh-woven carpet tu!:n te:!i:h.lre and backing ceating;
the backing costing and adhesive are made from emulsicn grade
polyvinyl chloride 35%, plasticizer, sHditives, lubricants .and
fillers consisting 65%), the indications' of the gquantity of raw
material is for a genersl type carpr!eta d mats.




5. Further that, Under stage I, monofilament yarn with decitex
around 270 and filament diameter range 0.38 to 0.75% mm is
extruded through a perforated die plate using T-die extrusion.
Extrusion is done through 3 to 4 pardllel rows along the entire
width of T-die and the verticailly extruded mone filament in
multiples immeédiately falls in between the grooved rollers in a
water bed to formm a non-woven carpet top texture and also
crimped, The erimped non-woven carpet top texture is taken up
in a harizontal direction and would be dried on a conwveyer for
drying. The top texture height / the thickness of crimped top
texture of the carpet can be varied by changing the process
parameters, usually in the range of 8mm to 16mm.

6. Further Under Stage 2, the top texture in Stage 1 is being
coated with adhesive / giue and is further made to fall over the
thick backing of PVC and be bonded by glue on a conveyor belt.
Then it passes through the heated conveyor through the oven for
final bonding between backing and the nen-woven top iexture.
The resultant product is a product of running length. It is then
cut into size as specified by the customeér. A detailed
manufacturing flow chart was alsc submitted.

7. The applicant had submitied a test report dtd.01-06-2018 vide
number TC/LB/ST/690/2018-19 of The Laboratory of Textile
Comrnittee, under the Ministry of Textiles, Govt. of India. In page
2 of the Lab Report, the impugned product HSN has been
identified as 5705, carpet made out of PYC with PVC backing,
(other carpets and other textile floor coverings, whether or not
meade upj.

8 It iz further submitted that the present i_app]icatinn is
maintainable under section 97 of the KSGST Act 2017,

9. The applicant contends that the carpet mats manufactured are
classifiable under Tariff item 5705 0049 of customs tardf Act
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1975, which deals with Carpets and u’r_hbr textile floor coverings.




153. The relevant entries of the Schedules covered there under
have been submitlted as follows:-

13.1. Bchedule II of the Notification No.1/2017-Integrated Tax
(Rate} provides the list of goods that attract IGST at the rate of
12%. SLNo.146 of the Notification reads as below:

146 | 5705 |Other carpets and other textile floor coverings,
whether or not made up; such as Mats and
mattings imchiding Bath Mats, where cotton
predominates by weight, of Handloom, Cotton Rugs
of handloomn

13.2. Bchedule IV of the Notification No.1/2017-Integrated Tax
[Rate) provides the list of goods that attract IGST at the rate of
2B%. S1.N6.43 of the Notification reads as belgiw;

43. 391 | Floor coverings of plastics, whether or not self-
L2 adhesive, in rolls or in form of tiles; wall or ceiling
coverings of plastics

13.3. The sbove entry in Schedule 1V was deleted and the
heading and descriptionn brought under Schedule III {18%) by
insertion of SlNe.l104A wvide Notification Neo.43/2017-IT{Rate)
dtd.14-11-2017,

14. The applicant submits that the PFYC carpet mats

manufactured falls within the s¢ope of entry 146 of Schedile 11
and which attracts levy of GST at the rate of 12%.

15. It is further submitted that It iz seen from a bare perusal of
the Tariff that the two competing headings for the glassification of
FVC carpet mats are chapter headings 3218 and 5705.
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13.1. The.entry for 5705 is bﬁ:iné 'rel:ifmducﬁ:d for ease of reference

. .1 L.
Chapter/ Il

Headi : ;
eading / Description of _gc-ﬂ’:'is' |i

Sub heading
/ Tariff item L
Other carpets snd. other textile floor coverings,
whether or not made up:

-Other carpets aj"u:i sther textile {loor coverings,
whether or not made up
—Carpets | | '
—--Durries; -
Gf Jute: I
---Carpets, Catpeting) rigs, mats and mattings;
---Mats and Matiings including Bath Mats, where
5705 00 42 | cotton pradnmir-ie’itésl By weight, of FHandloom,
cotton rugs of Handlodmn:.

570500 49 | —-COther _ I
2705 00 90 | —Other o

5705

15.2.. Note 1 of Chapter 57 of JDTA} 1975 provides the kind of
preducts which are covered u%lder this Heading. The said
Chapter Note is reproduced below: |

“For the purpose of this ::ha.r;l.f.‘er,;= the term ‘carpel and ather
textile floor coverings’ mdans ﬂr:rﬂ'l'r coverings in which fextile
materials serve as the exposed surfdce of the article when in
use and includes articles hauving t.h‘Ja characteristics of textie
floor coverings but intended for ;u,s#;ri:ﬁr other purposes’.

S

16. Further ,PVC carpet mafts i a'mstt' in. which the exposed
surface is made up of a textile material and accordingly, it would
be classifiable under Chapter 57.The inats arée made up of textile
fibre’, could be established thr ugl_% the Explanatory Note to
Chapter Heading 5603, which states that ‘fibres may be of
natural or man-made origin. They -ma_\yl be staple fibres {natural




or made-made) or man-made filaments or be formed in situ’As.
per HSN explanatory Notes to Chapter 55.'Man-made fibres are
usually manufactured by extrusion through spinnerets {jetst having
a large number of hotels {sometimes several thousand) the
filaments from a large number of spinnerets (Jets) are then
cotlected together in the form of a tou,. This tow may be stretched
and then cut ifto short lengths, either immediately or after having
whdergone various processes (washing, Meaching, dyeing, efe)
while in the tow form. The length into which the fibres are cut is
usually bebween 25 mm and 180 mm and varies accarding o the
particular man-made fibre concerned, the type of yam to be
manufactured and the nature of any other textle fibres with which
they are to be mixed.” Placing reliance on the above it is
submitted that man-made fibres are usually manufactured by
extrusion through spinner jets having large number of heles.
Filaments are extrmded from these spinnerets which emre. then
collected i form of tow.

17, As per HSN Explanatory Note to chapter Heading 5404,
‘synthetic monofilaments’ are filaments extruded as single
filaments. They are classified here only if they measure 67
decitex or more and do not exceed 1 mm in any cross sectional
dimension.in the instant case, FVC monofilament is extruded
from the extruding machine and has a filament diameter ranging
from 0.38 mm te 0.75mm, which fulfils the condition that it does
not exceed 1 mum in any cross —seclional dimension. The fibre
weighs about 37 mpg per metre and works to about 270 decitex on
conversion {10000 / 37 gm per km). Hence the PVC
monefilament used in the subject product falls within the
parameters laid down for a synthetic monofilament. It is
submitted that since synthetic monofilarment is a textile material,
the dtrangement of these monefilaments crimped loops in order
to form top texture of non-woven carpet, without involving any
weaving process results in a non-woven textile fabric.

18. 1t is also submitted that PVC carpet mat produced and
supplied by the applicant, in its entiréty, whether removed in
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forms of big roll or in rectajigu_lLu S’l‘lﬂpﬂs is used only Lo cover a
small part of the floor. Cha;‘__ﬂtEil' note- 1 of the Chapter 57 of the
HS3N explanatory notes, explain ‘.C_a:i.f:ts. and other textle floor-
coverings’ as under: ‘Carpets. and off '+ textile floor covering’ tor be
floor coverings in which textile{ materials serve as the exposed
surface of the article when in use aid includes articles having the
characteristics of textile floor coverings but intended for use for
other purposes’,

The chapter does not cover® ‘I

a. Floor coverings underlays, ie., r:r;iigrse fabric or felt padding
placed in between the floor and the carpet fclassified
according to its constitiént _-%‘atel}fiﬂﬂ.

b. Linoleum and other floof coverings consisting of a coating or
covering applied on a téstile backing (heading 59.04)

19. In view of the ahove ﬁﬂdml-staigadjng of ‘carpets and other
textile floor coverings' it is SLhﬂl%ﬁ:r}d that since the textile
material i.e., PYC mono filament-¥arn, forms the exposed surface
of the final product, the product is cévered under the anibit of
‘carpet and other textile floor |co 'Frrir;gs’.’!‘he product of the
applicent neither inchudes any. cbjir'se fsbric or felt paddirig
between the floor and carpet; nor dogds it use linoleum coating
dgver its textile backing. Théreflore,. the goods may be classified
utider Chapter Heading 5705, and -te be more specific under
Tariff Item 5705 00 4. i

20. On the other hand, Chspter 39 d;iﬂes nel cover ‘goods of
Section XI [textiles and textile articles) 4% per clause (p) of Note 2.
In as much as the ‘PVC carpet m%'lt’s-’" Fupplied by the Applicant is
appropriately classifiable as a textile product under HSN Chapter
57.05 explained in Explanatory Néte slrio.? “non woven carpets,
consisting of a layer of carded jtextile fibres crimped between
grooved rollers to form loops, whi¢h may either be held in
position by a thiclk ceating of Fghl ‘bi:_f, plastics, etc., which also
serves as a backing or be bonded, to a backing fabric by similar
adhesives”; the impugned product 1 4 non-wover carpet, which




is coated by a thick coating of plastic, coating of non-woven by
plastic is an appropriate process in production of commedities of
HSN 57.05, Refer Explanatory Notes, sl.no.2.It is the applicant’s
understanding that, woven, knitted or crocheted fabrie, felts or
non-woven, impregnated, coated, “covered or laminated” with
plastics or articles of thereof does not fall in Section XI of Chapter
39, Ultimately the PVG carpet mats supplied by the applicant,
are not “covered” or “laminated”, more specifically the exposed
textile non-woven surface of the carpet is coated, [coating is a
permissible act in manufactunng of commodities of H3N 37.03,
Refer Explanatery Notes, SLNo.2), but it is neither "covered or
laminated”. Hence FVC carpet mats are classifiable under HSN
o705 and not classifiable under HSN 3218,

21. It is humbly submnitted by the applicant that reference may
be made to the case of Uni Products India Ltd. Vs, CCE, Delhi,
reported in 2008 (23) ELT 453 (Tri-Del) where the Hon'hle Court
held that chapier 57 covers not only carpets but aisc other floor
coverings. The relevant portion of the decision is extracted below
for ready reference:

21.1.°We find that chapfer 57 covers not only carpets but alsc
other floor coverings. What has to be considered iz thaf between
terms ‘corpets and other floor coverings’ the terms ‘parts and
neeessories’ which can be considered more specific.  Even if the
caim of the Department that af no stage the carpets come info
existence is accepled, il cannol be denied fhat the article can be
considered ds other floor coverings mednt for other application. We
alse find that in the interpretive notes for rule 3 fa) in HSN, where
by way of an example, if has been darified that ‘textile carpet
identifinble for uise in motor cars to be classified not as accessories
of metor cars in heading 8708 buf in heading 5703 where they are
more specifically described as carpels’.  Though, in common
parldnce the impugned product may not be considéierd as carpets,
in view of the wordings of the chapter, the section notes, chapter
notes and the expinnaiory notes extracied above, we are of the
considered opinion that the impugned goods iz correctly
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CE&SSiﬁﬂbEE unrier chapter headmg S703.90.90 as claimed by the.
assessee.” ‘ |
o

22. The applicant also places réliznice on CCE, Bhubaneshwar-1I

Vs. Chamipadany Industries Etd., reported in 2009 [241) ELT 481

{8C), wherein the Honble égurt donsidered the classification of'
Jute Carpet’ under Chapter fn? and also made a finding

regarding scheme of classifica lunder Chapter 57 . The

relevant portion of the decgsiuh iz extracted below for ready
reference. ' | |

Tom

||
22.1 “since the goods admitteidly lﬁ:ﬂ under chapier 57 and consis{

of more than two or more texille materitls, it has to be classified on
the basis of that textile material which predominates by teight
over any other single textile material, As in the goods {7 guestion
Jute admittedly predominates by L@J%Eght over each other single
textile mnterial, the said carpet could only be classified as jufe
carpets and nothing else.”

I I
24.2. The Honble Court alsk made a finding regarding
classification on basis of description r:nf the goods, the relevant
portion of which is reproduiced below;

22.3 “The classification thE:rE_afuJ}' ks to be covered under one
heading or sub-heading of chapter 57. The guestion of
classification of such earpets und'Er ﬂﬂé[ or other heading or sub-
heading of chapter 57 has to be d&mded 'on the basis of description
of such heading / sub-heading reqd upth the relevant section notes
and chapter notes. This also flaws [from Rule ! of the *General
Rules for the Interpretation of the'said Bchedule” and these Rules
are part of the Central Excise Tariff Act, 1985",

23. It is submitted that the casé laws cited herein clarify ithat the
ambit of ‘carpet and other iloor coverings’ includes not only
carpets but also other floe? civerings, so long as it is in
consonance with the tﬂass.sif._i~::z!t1:1'~::rlli based on the description, the
heading / sub heading and the. sane ie of rules of classification,

N l
|



11

Further the classification provided by the assessee is in
consonance with the scheme of classification and hence the
Carpet Mats are classifiable under Chapter Heading 5705 and
Tariff Jtem 5705.00.49m of the CTA 1975.

24. PERSONAL HEARING

The authorized representative of the applicant was heard by the
appellate authority at the Office of the Chief Commissioner ,
Customs and central Excise , Kochi on 15/10/2020 . During
the personal hearing, the authorized representative reiterated the
contentons raised in the grounds of appeal and further has
produced the Bills cleared by customs after taking textile
commitiee reports and classified the product under HEN 5705 as
the exposed surface of mat is made up with textile miatérials. The
contention is material made of PVC is also classified as textile as
per report produced by petitioner from Regional Laboratery,
Banpalore and alse report used by Customs ini classifying the
praduct issued by Repgional Laboratory, Textiles committee,
Kannuft. The applicant aiso rélies on explanations under Chapter
57 of Customs Tariff Aet, 1975. It also contended that the
dealers have been paving Tax under HSN 5705 at applicable
ratef12% .

25, DISCUSSION LFINDINGS

25.1 We have pgone through the facts of the case, In the
application for advance ruling filed by M/s. Soft Turf and various
submissions made by the applicant in course of proceedings
before the lower autherity and before us including during the
course of personal hearings, the manufacturing process ol the
commedity, samples of the commodity and other evidences on
record. The issues for determination before us are as follows:

1. Whether the impugned goods viz. PVC Carpet mats are
classifiable under Tariff item 5705004% as claimed by the
applicant and held by CGST Member or under Tanff item
3918 as held by the 5GST Member; and
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2. Consequently whether |thei- said impugned goods are
chargeable to GST @ 12% in tering of entry 146 of schedule-II
of the Notification No, 1/2017-liitegrated Tax (rate] dated
28.06.2017 or @28% in terms of Enitry no. 43 of Schedule-TV -
of Notification No, lg" 2017-Integrated Tax (rate}) dated
28.06.2017 till 13.11.2017 ; d:‘flhereafter @13% in terms of
Entry No.1 04A of Scheduls I of  Notification No. 43/2017-
Integrated Tax (rate) datell 14.11.3517.

25.2, We note that the a.pplicadﬁn 'rﬁled by the applicant before
the Advance Ruling authority of Kerala State stands referred to
this Appellate Authority in téirms of Séction 88{5) of CGST/SGST
Act, 2017 for determination of -Ehg,;afqi-ﬂsaid issue, which could
not be resoived at the lower level for difference in opinion between
the two members, We also néte | at |

{a) The CGST authority is of thti* view that the impugned
goods viz. PVC carpet mats Clzlaasf rable under Tariff item
27050049 and are leviable TI ST @12% as per Entry No.
146 of Schedule 1T of Nﬂtlﬁclitlok‘l Nﬂ 1/2017-Integrated Tax
(rate) dated 28.06.2017;

(h) Whereas, the SGST Authérity is of the view that the ssid
impugned goods are clagsifisble junder Tariff itern 3918 and
are leviable to GST @28%. as! per Entry No.43 of Schedule_ [V
of Notification No. 1/ EDlilritegrs_ted Tax. (rate] dated
28.06.2017 till 13.11.2017 ahd thereafter @18% in terms of
Entry No. 104A of Schedule!lil ¢f Notification No. 43/2017-
Integrated Tax-{ratc) dated 14.11.2¢17.

25.3. The facts of the case which are ot disputed in this case are
that the applicant is engaged in manifacture and trading of PVC
carpet mats, the process of man fact] ing is already indicated in
this order at para 4, 5 & & (suprd). The planufacturing process of
the goods as submitted by ithe apphcslnt through video and in
writing reveals that the said ggods are mamufactured in two
stages. Stage-1 being PVC mmm%_ 'ent production and carpet
piling pr:::ce's'.s and stage-11 Beinp- w%E!:ﬁlaminat'inn and backing
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process, prime raw material being PVC. Under Stage-l, PVC
menafilament yarn is extruded using T die extrusion through 3-4
parallel rows and the extruded yarn falls on a water bed to form a
non-wovern carpet pile. Resultant PYC web, non-woven carpet pile
is impregnated with a lamination of clear coat of liquid PVC and
further made to fall over the liquid PVC layer on & conveyor belt
and to an oven to sclidify the liguid backing. The product is
thereafter cut-to-size. The exposed surface of the product
therefore conteins a web of PVC made from moulding process in
which 'T° shaped mono filaments result in the intermediate
process, Said monofilament is made of PVC, plasticizer, CaC03,
lime powder etc. As per manufacturer, a non-woven materal of
PVYC monofilament forms the upper surface of the produet with a
PVC backing as the base, and the produict is essentially for use
as a floor covering. These facts including that the said goods are
predeminantly made of Poly Vinyl Chlotide, are not in dispute.

25.4. The two competing entries in the Tanff which contain
description of the goads covered therein and the description
emergitig from the respective Notificationn No. 1/2017-Integrated
Tax {rate) or 43/2017-Integrated Tax (rate} are as under:

25.4.1. 3918: "Floor Coverings of Flastics, whether or not self-

adhesive, In rolls or in form of tiles; wall or ceiling coverings of
plastics”

The relevant extract of chapter heading 3218 in Customs tariff is
as follows:

Tariff item Description of poods Unit
____{1] (2)_ (3)
J0]8 Floor covering of plastics, whether or not self
adhesive, in rolls ¢cr in the form of tiles: wall or
ceiling coverings of plasties, as defined in note 9
to this .chapter

3918.10 Of polymers of vinyl chioride

3918.10.10 | Wall or ceiling coverings combined with | Kg
knitted or wovern fabrics, nonwovens aor
{elis




24 .
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[3918.10.90 | Other T Kg
3918.90 Of ather plastics ' Ko
3918.90.10 | Fldor coverings of hnr:vxjrne Kg

3918.90.20 |\ Wall of ceiling toverings combined with | Kg
Lknitted or ﬁnv&h farbru:s NOIWOVENs or

felis L :

J3918.90.90 | Other ! ' _ K

25.4.2. 5705 : The relevant e‘lntr}! no 146 of Schedule I of
Notification No. 1/2017 is reproduced below:

146. {5705 | Other carpéts and other textile Roor coverings,
whether or not made up; such as Mats and
mattings mclu;lmg Bath Mats, where cotton
predominates By weight, of Handl_ﬂom Cotton
Rugs of handlodm

The refevant extract of customs tariff is as follows:

Tarifl item Describtioh of poads Unit_|
(1) () (3]

5705 Other carpets and othier textile floor coverings,
whether or-not made up

5705.00 Other carpéts and other textile floor
COVETINES, whefhe]' or fiot made up
Carpets ' l

S705.00.11 Of silk b A

5705.00.19 | Other ' m2
Durries L

5705.00.21 |Durres cotton | | 2

5705.00.22 Dharries of man-inade fikres m2

5705.00.23 Durries of wool] ' M2
5705.00.24 | Cotton durrics of handloom (including | m2
Chindi Durties, ottu:in ‘Chenille Durries,

Rag Rug Durrie, | Printed Duiries,

Druggets) ,
5705.00.29 (Other - m2
Of jute . :
5705.00.31  [Of blended jute: || |, 3
5705.00.32 | Of ecir jute | m
B705,00.39 | Other § | m2
Carpets, carpetitip, rugs , mals and

mattings o]
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2705.00.41 Knitted mnd

5705.00.42 [ Mats and mattings including Bath Mats, | =2
where cotton predominates by weight, of
Handloom, Cotton Rugs of Handloom

5705.00.49 Other m2

5705.00.90 Cther m2

25.5. Having reproduced the rival entries in Tariff and the said
notifications, we shall now examine the claim of the applicant for
classification of goods under HSN 5705, It is established that to
avaid any classification disputes under GST, the Customs Tarff
along with Harmonized system of Nomenclature [HSN) has been
adopted for appropriate classification of any commodity under
GST. Notification No. 1/2017 - IGST specifically provide that:

"Explanation - For the purpases of thiz Schedule-

fiil "Tariff item', “sub-heading” “heading”™ oand "Chapter” shall mean
respéctively o tariff ftem, sub-hegding,. heading and chdapter as specified in
the First Schedule to the Customns Tariff Act, 1975,

fiv] The rules for the interpretiation of the First Schedule to the Custom Tarff
Act, 1975, including the Section and Chapter Netes and the General
Explanatory Notes of the First Schedule shall, so far oz moy be; epply to the
interpretation.of this natification. "

Thus, for the purpose of GST, Classification of goods under any
tariff item/ subheading / headingf chapter shall be done using
the General rules of interpretation of the First Schedule of the
Customns Tariff Act, 1975 including the Secfion and Chapter
Notes and the General Explanatory Notes to the HSN of the First
Schedule of the CTA, 1975, |

43,6 We neofe that Textile & Textile articles are covered by
various chapters under Bection X1, while Plastics and Plastic
articles fall under Chapter 39 of Section VII. Hence, respﬁ:{:tive
section/chapter notes and HSN Explanatory notes relating
therete would be applicable. The applicant has claimed that their
product being in the nature of textiles iz exchuded fromn chapter
39 of Tariff by virtue of Chapler note 2(p) of chapter 39 and the
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]
samme s covered under chapter |5'?' by virtue of chapter note 1 to

aection XJ.
|

25.7 The SGST Advance Ruling membér has held that the said
goods is appropriately classifialile Under tariff item 3918 as the
same are made up of PV, Whm.' iz mnething but Plastics.
However, the CGST member has held the same classifiable under
tariff ftem 5705 as the sare is m_e_lide up of textiles fibres/non-
wovern monofilaments. of PVC,

25.8 In this regard, it is J';mf:rnr’rﬁﬁt to appreciate MNote-1 te
chapter 39 which defines the woid "plagtics" as Tollows:

"1. Thraughout this Schedule, the e‘xpre:"s'sle "plastics" mieans those materals
of headings 3901 in 3914 which are or Fave been copable, either at the
moment of polymerfsation or at SI:”TIE‘ subaequ, 't atage; of hetng formed under
external influence fusually heai and présa.une if necessary udth a solvent or
pasticiser} by moulding, casnng, , tolling or other process info
shapes which are retained on the rems ui of, ihe external influence,

Throughout this Schedule any réfefence to "plasties” also indudes widconised
Jibre, The expression, however, does :mt apply to materials regarded os
textile materials aof Section XTI L

2

Further, as. per clause {p] of Note 2 lt-:: chapter 39, the goods of
section X1 [textiles or textile a:hcies] iey Chapter 50 to 63 will not
be covered under this chaptér. The relevant extract of the same is
reproduced as follows: ‘| ‘l

Thiz Chapter doas nat cover: |

fegl.. ...
...
fo} gonds of Section XI {textilés or i -_Lexlﬂe artclies);

T |

25.9 Thus, on combined readingjof siote 1 and 2 of the chapter
39, the term plastic for the purpose .f chapter 39 will not cover
any material which is classified! as textlle matérial under section
X1 of the Tariff.




i7

However, Section Notes to Section XI-Textiles and Textile aiticies,
reads:

"1, Thizs section does not cover

L7 .

hy. Woven, knitted or crocheted fobrics, felt or ron-wovens,
impregnofed, coated, covered ar ldminoted with plastics, or articles
thereaf, of Chapter 39: *

15.10 Therefore, the classification needs to be finalized only after
deciding the nature of the material of which the impugned
product is made up of. Once the same is found to be textile
articles covered as goods of Section XI (Textiles & Textiles
articles) in terms of the tariff (Section Xlj, the same gets
classifiable under chapter 37 and if it is found to be made up of
plastics covered under chapter 3% (zection VII), the same shall be
covered under tandf itetn 3918,

25.11 We observe that the impugned product under discussion
has non-woven material made up of FYC on surface, which is
coated /laminated with plastics (PVC), which is not in dispute.
Hence; by virtue of said Section 1(h) to Section XI (Textiles and
'Textile articles}, same gets excluded {rom the =scope of being
Textile & Textile articles under Section XI i.e. Chapters 50-63.

25.12 We Murther note that the General notes to Chapter 39 in
HEN about Plastics and Textile combinations, reads as under:

“Plaztes and Textile Combinations

Wall or cefling coverings which comply with Note 9 fo this chapier are
classified tn heading 39.18. Otherwise, the classificatinn of plastics aned
Textile combinations 15 essentinlly governed hy Note 1 (h) to Section X1, Note 3
to Chapter 56 and Note 2 v Chapter 59. The following produets are also
covered by this Chapier:

() Felt, impregnated, confed, covered or laminated with plastics, containing
50% or less By weight of textile material or feft complefely embedded in
plastics;

fb} Textile fabrics and non-wavens, either complefely embedded tn plasties or
entirely coated ar covered on hoth sides with such material, provided that
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such eoating or covering can be seer with the naked eye with no account’
being taken of any resulting cliange of coldir;

v )
(¢} Textile fabrics, impregnated, doated, covered or laminated with plosiies,
which eonnat, wsthout fm;:mri:ig,—i..héfil:én; r'?jt':r_::mucx.!iy' around o cylinder of o

digméter of 7 mm, ot a.temperatiit bettween 15° C and 30° )

fd) Plates, sheets and strips of ‘celluldy pldstics combined with textile fubrics
(as defined in Note | to Chopter 59, ifelt of nonewovens, where the textile is
present merely for reinforcing purgoses ™.

Plates, sheets and strips of cellular plastics combined with textile
[abrics on both faces, whateve the nature of the fabric, are
excluded from this chapter 1g iefali_l},r_ héading 56.02, 56.03 or
59.03}. o

2513 In this regard, Note Ifh) 'lr.) Section 3T , Note 3 to Chapter
26 and Note 2 to Chapter 59 ral 'ang for deciding classification of
a8 combination of textile and E}Ia_sltics-rﬂﬂterials are reproduced as

bhelow:
. |
------------ Note l{h} to Section XI reads:
i
"1. Thig section does maf cover

7 U ‘

R).Woven, knifted or crocheted fubri =, f_ifif OF Fon-wpuens, impregndied,
cocted, covered or laminated with plastics, or diticles thereof, of Chapter 3%

- I : |

'"Note 9 to Chapter 39 reads:

Faor the purposes of hegding 39,18, t}JILe expressicn 'wall or ceiling
coverings of plastics" applies to products in rolls, of a width not
less than 45 cm, $uitabie for wall or ecillng decoration, consisting
of plastics fixed permanently on 3 backing of any material other
than paper, the layer of plastics dbn 4}13 face side) being grained,
embossed, coloured, design printed ot ofthérwise: decorated.”

"Note 3 to Chapter 56 reads:

3. Heading 56.02 and 56.03] cover respectively félt and
nénwevens, impregnated, coated, covered or laminated with




19

plastics or rubber whatever the nature of these matenals
[compact or cellular}.

Heading 56.03 also includes nonwovens in which plastics or
rubber forms the bending substance.

Heading 56.02 and 56.03 do not, however, cover:

fa) Felt impregnated, coated, covered or laminated with plastics
or rubber, containing 50% or less by weight of textile material or
felt completely embedded in plasties or rubber {Chapter 39 or 40]

b} Nonwovens, either completely embedded in plastics or rubber,
gr entirely coated or covered cn both sides with such maternals,
provided that such coating or covering can be scen with the
naked eye with no account being taken of any resuitant change of
colour (Chapter 39 or 40); or

ic) Flates, sheels or strips of cellular plastics or cellular rubber
combined with felt or nonwovens, where the textile material is
present merely for reinforcing purposes (Chapter 39 or 4Q).

"Note 2 to Chapter 59 reads:

1. Except where the context otherwise requires, for the purposes
of this Chapter the expression "textile fabries” applies only to the
wovenl fabrics of Chapters 50 to 55 and headings 58.03 and
52.06, the briads and emamental trimtaings in the piece of
heading 55.08 and the knitted or crochetéd fabrics of headings
£0.02 to 60.06.

2. Heading 539.03 applies to:

(a) Textile fabrics, impregnated, coated, covered or laminated with
plastics, whatever the weight per square metre and whatever the
nature of the plastic material (compact or cellular], other than:

(1} Fabrics in which the impregnation, coating or covering cannot
be seen with the naked eye jusually Chapters 50 to 53, 538 or £Q);
for the purpose of this provision, no account should be taken of
any resulting change of colour;
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As chapter 59 covers woven fel'hriﬂes only, it does not apply to
the product under discussion..

25.14 From the ahove discussion, it can be concluded that
though the exposed surface aré of non‘woven materials, same are
excluded from the scope of TadEe & Textiles articles. Hence the
contention for cldssification: in | ha{lpter 57 as Carpetsymats on
the ground that the exposed; surface of the mat is textiles fails.
Cn the other hand, Chapter EI.Q inchudes even textile/plastic
combinations also, subject t& ceftaily conditioris. Relevant factors
to decide classification of subj ct gﬂnds rule oul classification
under Section Xi (Textiles and Ter:hle afticles) whereas the
inclusive provisions of Chapter 39 (mdre specifically Tariff Head
JY18) very well cover mpugiiéd g’iﬂr:fd:é;, as detailed above.

25.15, In this eantext it is seen 4}1at=:ﬂhapter 5% of the HSN falls
under Section XI of the Cugstomg Taliff. Section Note 1{H) of
Section XI, relied upon by t-h.ﬂi :ER—,' excludes interalia non-
wovens impregnated/coateéd with |plastics. In their written
submissions, the appellant has| claimed the =aid geods to be
‘Non-woven' and impregnated f codted {as per their manufacturing
process). Thus in view of Note ifh] of Section XI, the said goads
are apparently exciuded ﬂutrighi; frém this section. If the said
poods are exchaded from the section %(I, their classification under
any Chapter under the Section would also be ruled out.

25.16. The Appellant, however, hive placed thieir counter claim -
that their goods arg in the nature -of 'textiles’, and are therefore
excluded from Chapter 39 ]:ny’ wrtu.e iof Chapter Note 2(p] of the
said Chapter, They have c:larmecl that the exposed siufacein their
goods is textile materials and hercé the same are covered under
definitien of 'carpets and other textilg floor coverings' in terms of
the Note 1tb Chapter 57, whidk st'ateej that, |

For the purposes of this chapter, the term “tlirpets and other téxtile floor
coverings” means flaor covenngs in mhrr-h téxtile materials serve as the
exposed syrface of the artitle femphasis; ppl[ed}
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We shall therefore need to turn our attention to understanding
what constitutes textiles and textile materials. The definition of
Textile' cited by the appellant is as follows:

"4 texile was ongmally of woven fabric, but the terms texiile and the plural
textiles gre now also applied (o fibres, fllaments and yarrs, natural and
manufocnired and most products for which these are a prircipal rquw
material”

We also find that the definition of 'Textile' and 'Textile material' as
available in The Fairchild Books Dictionary of T extiles isas under:

Textile-
Derived from the Latin term texdlis, which is based on the verb
texere, to weave. 1. A broad classification of materials that can
be utilized in constmacting fabrics, includihg textile fibres and
vams. 2. Designates the constructed fabric including woven,
knitted and non-woven structures as well as lace and crochet
goods. 3. Descriptive of processes, orgamizalions, persotinel
assomiated with the manufacture of products from fibres or

YArmns.

Textile Material-
An inchosive term for fibres, yarne, fabrics and products that
retain  relatively the =same tensile strength, flexibility and
properties of the original fibres.

From the above definitions, it is inferred that textile refers to fabric of
any nature and texiile material includes fibre, filaments and yarns
which are primarily used to manufacture textiles, or fabric.

25,17, Coming to the goods in question, the expoased surface of the
article does nol contain [Ehric or Abres, filaments or yvarns, but iz a
web of FVC made from a moulding process in which T-shaped
monofilaments result in the intermediate process. It is not the case of
the appeliants that they manufactured the non-wovén product {(PYVC
web} by use of monofilament yarns. Instead, the monofilament, il aty,
arising in course of manufacturing as per applicant's contention, is
coming into existence at intermediate stage onlv. There are no
identifiable fibres, fillaments or yarns in the exposed surface of their
product but the web like siructure made from 100% FVE, duly
laminated /coated with PVC on the bottom. Therefore, the impupned
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goods do not qualify as textile matefials as specified in Nete 1 to
Chapter 57.

25.18. As regards the Bill of Eritry mroduced by the appellant for goods |
imported by other importers, -wh::rﬁin accordifis to the applicant, it
has been classified under CHUSLOIE :!ar_iﬂ* heading 57050049, il is
obsetved that the detail facts of the 'go;cr!:ia mentioned, in the Billed
Entry like test report etc. are nbt aysilablé and the nature and identity
of goods are alse not available onfrecird to consider the same to be
applicable to the goods in question before us. It is therefore difficult to.
arrive at a conclusion thiat the goeds imported vnder the said Billed
Entry are similar to that of the goods in question. Therefore, the said
Bill of Entry is of no help to the ap sellant. In the instant case, there is
no fabric, woven or non woven and no tgxtile yarn, There is one PVC
web obtained by moulding pracess which is then impregnated with
PVC which acts as itz baae. Thertford, éven in absence of relevant
detgils about the produoct qug;‘ed:und,!iér“ the cited Bill of Entry, the
goods in guestion cannot be claimed to be sirilar to that of the goods
mnported, based upon the .explgnatory: notes to 5705 and the

manufacturing process of the goods|in guestion.
I
25.19. Moreover, the applicant has beén manufacturing and trading

the impugned goouds and classifying the _sain'e under Chapter 39 in the
pre-GST era. The applicant has notf bin Lghit on record any change in
the composition, nature or manufactuning process of the said goods
from the pre-GST era to now w'}iiﬁh;: hasz éﬁ'mpelled them to-appréach
AAR for classification, The only change noticed is the higher rate of
GST for tariff heading 3918 than for Tariff heading 5705, But, it is
settled law that the rate of duty/t _';'{':_Eit;lﬂﬂj: be a crterion for deciding
the classification of any product, The clasdification has to be decided
as per the terms of headings, Sllbl‘]iead'lng's and tariff items ang the
relevant section/ chapter nites sub notés in terms of the
interpretative rules. to the Customs Tariff. |

25.20. The appsllant has alse cdntendéd that appiying bonding
material doés riof make the _prr:_-ﬂu-:i:i im"iregn_ated, caated, covered or
laminated. It appears that the appellanit wants o claim that their
goods are not impregnated, coated, cqu‘@a‘red!!m- laminated to escape the
exclusion clause provided wunder, Sga:?iﬁd i Xl vide Note 1{h}. But this

claim is against their manufacturing ;ﬂrml:ess which states that "under
' |
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stage 2, the web formed in Stage lis impregnated with a lamination of
clear coat of liguid PV,

25.21. Az regards the argument of the appellant that if product
equally merits classification under 2 different chapter headings, as per
interpretative rules, the chapter occurring later will apply, we observe
that there is no such caseé of merit classification 6f the =aid goods
under 2 different chapter headings equally. Instead, the gaid goods are
apecifically classifiable under 3918 as PVC fHoor coverings, and
invoking Rule 3 is not necessary when classification can be decided
under Rule 1 itself.

22.22. In view of the above discussion, we hold that the FVC Mats
manufactured by the appellant, a sample of which was produced
before us, are specifically eovered under HSN 3918 as Floor Coverings
of PVC inn terms of Rule 1 of the Rules of Interpretation of Customs
Tarifl read with Note 1{h) to Section XI and Note ito Chapter 57.
Accordingly, we pass the following order:

ORDER No. AAR/11/20 DATED: 01-03-2021

We hold that the impugned goods viz. PYC carpet Mat would fall in the
Customs Tariff heading 3918 and applicable rate of GST would be
18% (9% each of CGST and SGST). However, this order is restricted to
the types of PVC flcor coverings fCarpet /Mats being mamifactured by
the Applicant as per the manufacturing process submitted and whoese
sample was produced before 11s.

-

Bhyam Raj Prasad, IRS Anawd Singh, 1A%
Chief Commissigner, Cominissioner,
Central Tax, Central Ezcise & Customs State- g & Berviee Tax Dept.,

Thiravananthapuram Zone rala
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