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APPELLATE AUTHGRITY FOR ADVANCE RULING, KERALA
FROCEEDINGS OF THE APPELLATE AUTHORITY FOR ADVANLCE RULING
{U/s.101 OF THE KERALA /CENTRAL GOODS AND SERVICES TAX ALT, 2017)

Memhbers gresent:

Shyatm Ra] Prasad, IRS Anand Singh, 1AS
Chlef Commissianer, Commissioner
Central Tax, Central Excise and Costems State Taxes, Kerala

M/s. Seft varf, Building Mot 5947504
Thiruvizha, 8. N.Puram P.Q, Cherthala,
Aleppey-685582

Name and Address of the
Applicant

GSTIN 32ADOPG340P1EF

Advance ruling against which

1 thaority Ufs
appedl is filed Referred by advance ruling authaority U/

Date of filing Appeal | nNA

Date of Personat Hearing 1571042020

Authorized Repreésentative Adwvocate PLA. Augustin

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

1. The application for advance miling stands relerred under
section 98({5) Jof the CGST/SGST Act, 2017. The application has
been filed by M/s Soft turf Alleppey bearing GSTIN
A2ADQPGA40PIZF The dealer is engaged in the manufacture and
supply of floor mats made ol poly vinyl chloride known commonly
as PV carpet mats

Brief Tacts of the case

2. The applicant had sought an advance ruling regarding the

classification of PYVC carpet mats manufactured by themn .

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 146 of Schedule II of Notification No:
1/2017 - Inteprated tax Rate dated 28/6/2017"
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3. As there was difference of n}iinioﬂ|ﬂ1e same was referred to
the appellate authority for advahee ruling U/s 98(5) of the GST
Act..Section 98{5) of CGST ;_scﬁfr Act specifies that where the
members of the Autharity diffef on any question on which the
advance ruling is sought, they shall state the point or points on
which they differ and make s refereénce to the Appellate Authority
for heaning and decision on such question.The opinion. of both
the authorities were as fﬂl]DE‘ii;'S C‘ r

3.1. The GGST authority is 5f the vie'."z}' that the PVC carpet mats
are classifiable under Customs tariff Headmg 5705.00.42 and is
liable to GST @12% as per SL ne: 146 of the schedule I of the
notification na: 1/2017 'Tu

3.2. The 8GBT authority ig of the view that the Floor cevering of
plastics are covered under HSN 3918 of Customs Tariff Act 1975

. Therefore PYC carpel Mats wm.{ld fall in. the entry no: 104 A of
schedule I thereby aitractiig t&g{ 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) . |

4. M{s SBoft turf had submitied| that [hey are engaged in the
manufacture and supply of fCaIpets snd Mats alse kriown as PVC
Carpet mats (herein aftct ref_errey:l as carpets mats)It is
submitted that manufacturing ofithe Carpet madts are undertaken
in two stages. The process at: Stager I being production of man
made monefilament for non-wovek cidrpet top texture, the regular
quality carpets mats geherally have ‘-the Iiollowing raw miaterial in
its compound: the plastlcmerl pmﬂdes flexibility in the
commpound has a shate of 26%, '{'ﬂlhr like CaCol or limestone
powder from the mineral xiines share 37%, additives and
lubricants such as sicaric acid, wax share 1% and suspension
grade polyvinyl chloride 36% .The prﬂce:s.s at 8Stage II being
bonding of non-woven carpet tﬂ!) tf:,xhlre and backing coating;
the backing coating and adhesive aré made from emulsion grade
polyvinyl chloride 35%, plasticizer; aHditives, lubricants .and
fillers consisting 65%, the indidations' of the quantity of raw
material is for a general type carprf nd mats.
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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 parallel rows along the entire
width of T-die and the verticgily extruded monc filament in
multiples immeédiately falls in betiween the grooved rollers in a
water bed to form a non-woven carpet top texture and also
crimped, The erimped non-woven carpet top texture is taken up
in a herizental direction and would be dried on a conveyer 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 FVC and be bonded by glue on a conveyor belt.
Then it passes through the heated conveyor through thie oven for
final bonding between backing and the nen-woven top texture.
The resultant product is .a product of running length. It is then
cut into size as specified by the customer. A detailed
manufacturing flow chart was also submitted.

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

§ It is further submitted that the present .application is
maintainahle 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 and in view of the ﬁntrﬁ
notification 0172017 Integratee
applicable rate of GST on the

' 146 of the Schedule II of the

date 28 June 2017 | the
P"n.fC carpet iz 12%. It is also

submitied that this application is preferred on the apprehension

that the activity couid be consider

as a supply of goods under

e
SL.No: 43 of S8chedule TV of fhe r"li::ut?catmn no: 1/2017 . Integrated

tax [ rate ) pertaining to Floor r.‘:ﬂverm

attracted rate of tax at the ratf-
@18% from 15/11/2017 ag psg

ﬁs madé of plagtic , which
of 28:% wupto 14/11/2017 and
S| fie; 104 A of Schedule HI

inserted hy notification No: 43/ 2| 1T| -1ntegrated Tax [ rate ) dated

14/11/2017,

10.
recommendations of the, Cag
No.1/2017-Integrated Tax [Rate_
notified the rate of the IGST that':
supply of goods. As per the Notifi
that shall be levied on supply of]

It iz further submitted that thé Govt.
undﬂ

is specified in the corresponding

of Indig, on the
hes wvide Notification
r:lt!:l 28-06-2017, [as 2mended)
shall Hre levied on the ifter-state
c:atmn the applicable rate of tax
gaods, the deseription of which

¢ try in column (3] of the

Schedulés under the Notification, faling under the tariff item,

subheading, heading or chapter, §

the case may be, as specified

in the eorresponding éntry in column; {2} of the said schedules.

11. Futther, explanation

and “Chapter” shall mean respec

Ve
heading and chapter as spcmﬂer:l 11‘][‘{

Customs Tariff Act, 1975. Furthe

i)
IGET{Rate) provides that “Tariff ltem

Notifieation No.1/2017-
“sub heading”, “heading”
a tariff item, sub-heading,
the First Schedule to the
, Higplanation {iv) provides that

it

the rules for the mterpretaﬁnn of tHe First Schedule to the
Customs- Tarifl Act, 1975 mciuﬂmg the Section and Chapter
Notes and the General Explanatery ‘Notes of the First Schedule
shall, so far as may be, apply to the interprctation of this

Notification.

12. It is submitted th&t the prody

be covered under tariff headipg

ot ]l;mpuscd to. be supplied will
157 Dfi the Custorns Tariff aAct,

1975, which deals with Carpets and u’r_hbr textile floor caverings.
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13. The relevant entries of the Schedules covered there under
have been submitted as follows:-

12.1. Bchecdule 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 ag below:

146 | 8705 |Other carpets and other textile floor coverings,
whether or not made up; such as Mats and
mattings including Bath Mats, where cotton
predominates by weight, of Handloom, Cotton Rugs
of handloom

13.2. Bcliedule IV of the Notification Neo.1/2017-Integrated Tax
fRate) provides the list of goods that attract IGST at the rate of
ZRY. 51.N6.43 of the Notification reads as below;

43. | 391 | Flnor 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 above entry in Schedule 1V was deleted and the
heading and description brought under Schedule I {18%) by
msertion of S1Ne.104A vide Notilication No.43/2017-IT{Rate)
dtd.14-11-2017,

14. The applicant submits that the PVYC carpet mats

manufactured falls within the s¢ope of entry 146 of Schediile 1I
and which attracts levy of GST at the rate of 12%.

15. It is further submitted that ,It iz seen from g bare perusal of
the Tariff that the two competing headings for the classification of
PVC carpet mats are chapter headings 3918 and 5705.
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15.1. The.entry for 5705 is being 'rEAfmduced for ease of reference

Chapter/ ]
Heading [/
Sub heading
/ Tariff ttem

5705

Description of _gooi’i's' |i

Other carpets and. other textile floor coverings,
whether or not made-up:

-Other carpets atid other textile floor coverings,
whether or not madeup
—-Carpets | | '
---Durries; C
Of Jute: o
---Carpets, Carpeting) rugg, mats and mattings;
---Mats and Mattings including Bath Mats, where
5705 00 42 | cotton prﬂdnmirﬁitésl ‘by weight, of FHandloom,
cotton rugs of Handlodm.

5705 00 49 | -Other . |
o705 00 90 | —Other o

T

18.2.. Note 1 of Chapter 57 of JDTA} 1975 provides the kind of
products which are covered under this Heading. The said
Chapter Note is reproduced bélow: |

“Far the purpose of this chapter, the term ‘carpet and other
lextile floor coverings’ miéans|flodr coverings in which textile
materials serve as the exposed surface of the article when in
use and includes articles hnuing _th‘é characteristics of fextile
floor coverings but intended for ;u,sqi:,for ofhter purposes’,

o

16. Furtler ,PVC carpet mafs is EI_LImEE’E in. which the exposed
surface is made up of a textile material and accordingly, it would
be classifiable under Chapter -_5?’."f‘l‘1e iriats areé mede up of textile
fibre’, could be established ‘thr ugl% the Explanatory Note to
Chapter Heading 5603, which stateg that ‘fibres may be of
natural or man-made origin. They -ma_j:i be staple fibres (natural

www.taxcode.in




Case Citation: (2021) taxcode.in 57 AAARGST

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 spinnereis (jefs} having
a large number of hotels (sometimes several thousand) the
filaments from a large nurmber of spinnérets (Jets] are then
collected together in the form of a tous. This tow may be stretched
and then cut into short lengths, either immediafely or after having
wndergone various processes fwashing, Meaching, dyeing, efc)
while in the tow form  The length into which the fibres are cut is
usunlly befiween 25 mm and 180 mm and varies according to the
particular man-made fibre concerned, the type of yam to be
manufactured and the nature of any other textile fibres with which
they are to be mixed.” Placing reliance on the above it is
subinitted that man-made fibres are uwsually manufactured by
extrusion through spinner jets having large number of heles.
Filaments are extruded from these spinnerets which are then
collected in form of tow.,

17. As per HSN Explanatory Note to chapter Heading 5404,
‘synthetic monofilaments’ are filaments exiruded as single
filaments. They are clagsified here only if they measure 67
decitex or more and do not exeeed 1 mm in any cross sectional
dimension.dn the instant case, FVC monofilament is extruded
from the extruding machine and has a filament diameter ranging
from 0.38 mmn to 0.75mm, which fulfils the condition that it does
not exceed 1 mm in any cross —sectional dimension. The fibre
weighsa about 37 mp per metre and works to about 270 decitex on
conversion (10000 / 37 gm per km). Hence the PVC
monofilament used in the subject product falls within the
parameters laid down for a aynthetic monofilament. It is
subinitted that since synthetic monofilament is a textile material,
the drrangement 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. It 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 rectéjigu],L.r s’hapes is used only Lo cover a
small part of the foor. Chapter note 1 of the Chapter 57 of the
HSN explanatory notes, explain' ‘Carpets and other textile floor-
coverings’ as under; ‘Carpefs. E.'?'I_Eli ot '+ textile floor covering’ to be
floor' coverings in which textile{materials serve as the exposed
surface of the article when in ust aid'includes articles having the
characteristics of textile floor coverings but intended for use for
other purposes’

The chapier does not cover’ ‘I

a. Floor coverings underlays, fe., cr;iigrse fabric or felt padding
ploced in between the floor and the carpet felassified
qaccording to its constiliént _-%—am'}fam;.

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

19. In view of the above uﬂdml"stajgdjﬂg of ‘carpets and other
textile flgor coverings' it is subritted that since the textile
material i.e., PVC inano fllament: "ar'il, lerms the exposed surface
of the final product, the product is covered under the anibit of
‘carpet and other textile floor |co 'Frin_gs’.The product of the
applicant neither inchudes any. c:'c':lr'se fsbric or felt paddirig
between the floor and carpet; nor dogs it use linoleum coating
aver its textile backing, Thérefofe, the goods may be classified
under Chapter Heading 5705, dand -te be more specific under
Tariff Item 5705 00 49, |

20. On the other hand, Chapter 39 d;ic:cs nol cover ‘goods of
Section XI [textiles and textile articles) 4% per clause (p) of Note 2.
In as much as the PV carpet II'J.IEl'II.ES-, }Eupplied by the Applicant is
appropriately classifiable as a fextile product under HSN Chapter
57.05 explained in Explanatory Note slrio.2 “non woven carpets,
consisting of a layer of carded jtextile fibres crimped between
grooved rollers to form loops, which may either be held in
position by a thick ceating af b ‘bi:f, plastics, etc., which alsa
serves as a baclking or be bonded, to a backing fabric by similar
adhesives”; the impugned prﬂﬁuq’ﬁ i .4 non-woven carpet, which
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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.nio.2.1t is the applicant’s
understanding that, woven, knitted or crocheted fabrie, felts or
non-woven, impregnated, ceated, “covered or laminated™ with
plastics or articles of thereof does not fall in Section XI of Chapter
39. Ultimately the PVC carpet mats supplied by the applicant,
are not “covered” or “laminated”, more specifically the exposed
textile non-woveir surface of the carpet is coated, [coating is a
permissible act in manufacturning of commodities of HEN 57.05,
Refer Explanatery Notes, SL.Ne.2), but it is neither “covered or
laminated”. Hence PVYC carpet mats are classifiablé under HSN
27035 and not classifiable under HSN 3918,

21. It is humbiy submitted 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'ble Court
held that chapier 57 covers not only carpets but aiso other floor
coverings. The relevant portion of the decision is extracted below
for ready reference:

21.1."We find that chapfter 57 covers not only carpets but alsc
other floor coverings. What has to be considered is thaf betiveen
terms ‘carpets and other floor coverings’ the terms ‘parts and
necessories’ which can be considered more specific.  Even if the
caim af the Department that af no stage the carpetis come into
existence is accepled, il cannot be denied fhat the article can be
considered ds other floor coverings mednt for other application. We
clse find that in the interpretive notes for rule 2 fa) in HEN, where
by way of an example, if has been cdlarified that ‘textile carpet
identifinble for wse in mofor cars to be classified not as accessores
of motor cars in heading 8708 but in heading 5703 where they are
mure specifically described as carpets’. Though, in common
parlance the impugned product inay not be considéred as carpets,
in view of the wordings of the chapter, the section notes, chapter
notes and the explonatory noles extracied above, we are of the
considered opinion  that the impugned goods 13 correctly
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|
14 ‘ |!

c!a551_ﬁab£e unrier chapter headmg 5713.90.90 as claimed by the.
assesses.” ‘ ‘
i

22. The applicant also places rélianicg on CCE, Bhubaneshwar-1
Vs. Champadany Industries Lid., reported in 2009 [(241) ELT 481
{5C), wherein the Hon'ble ¢court considered the classification of
Jute Carpet’ under Chapter LE:'? and also made a finding
regarding. scheme of classificati "undtr Chapter 57 . The
relevant portion of the decmnn iz extracted below for ready
reference. |

tn

|
22.1 “since the goods admittediy lﬁzﬂ under chapter 57 and consist

of more than two or more texille materdls, it hias to be classified on
the basis of that textile material which predominates by weight
over any other single textile material. As in the goods if guestion
Jute admittedly predominates by m}%ﬁght over each other single
textile material, the said carpet icould only be classified as jute
ogrpets and nothing else.” -

I I
22.2. The Hon'hle Court also made a finding regarding
classification on basis of descriptien of the goods, the relevant
portion of which is reproduiiced beiow;

22.3 “The dlassification thEré_aﬂFJ]' Hing to be covered under one
heading or sub-heading of chapter 57. The question of
classification of such carpets und'Er ﬂnel or other heading or sub-
heading of chapter 57 has fo be dﬂmded 'ont the basis of deseripition
of such heading / sub- hﬁadrng reod utth the relevant section notes
and chapter notes. This also flows [from Rule 1 of the “General
Rules for the Interpretation of the'said Bchedule” and these Rules
are part of the Central Excise Tariff Act, 19857,

23. It is submitted that the casé Jaws cited herein clarify ithat the
ambit of ‘carpet and other iloor coverings’ includes not only
carpets but also other flopr civerings, so long as it is in
consonance with the it:lau?.sif.,i{:z'an:iatzgli based on the description, the
heading / sub heading and the. scFe ie of rules of classification,
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Further the classification provided by the assessec is in
consonance with the scheme of classification and hence the
Carpet Mats are classifiable under Chapter Heading 5705 and
Tariff Item 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
contentions raised in the grounds of appeal and further has
produced the Bills cleared by customs after taking textile
comimitiee reports and clagsified the product under HSN 5705 as
the exposed surface of mat is made up with textile materials. The
contention is material made of PVYC is also classified as textile as
per report produced by petitioner from Regional Laboratery,
Bangalore and also report used by Customs in classifying the
product issued by Repional Labearatory, Textiles committee,
Kannuf. The applicant aiso rélies on explanations under Chapter
57 of Customs Tariff Aet, 1975. Tt also contended that the
dealers have been paying Tax under H3N 5705 at applicable
rate12% .

25. DISCUSSION &FINDINGS

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 authority and before us inchluding during the
course of personal hearings, the manufacturing process of the
commodity, 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 57050049 as claimed by the
applicant and held by CGST Member or under Tanff itemn
3918 as held by the SGST Member; and
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2. Conseguently whether |th&i- said impugned goods are
chargeable to GST @ 12% injtering of entry 146 of schedule-II
of the Notification No. 1/3017-litegrated Tax (rate) dated
28.06.2017 or @28% in ferms of Entry no. 43 of Schedule-TV -
of Noptiflication No. 1,-’2431? ~lategrated Tax (rate) dated
28.06.2017 till 13.11.2617 ; d=|ithereafter @18% in terms of
Entry No.l 04A of Schedute HI of Notification No. 43/2017-
Integrated Tax (rate) r:lateii 14 11. QE}IT

25.2, We note that the a.pplicadhn filed by the applicant before
the Advance Ruling authority of Kerala State stands referred to
this Appellate Authority in téfms of-Séction 98{5) of CGST/SGST
Act, 2017 for determination of -Ehﬁ.;afﬂfl'esaid issue, which could
not be resolved at the lower level for difference ih opinion between
the two members, We alzo ndte I at |'

{a) The CGST authority is of thr:: view that the impugned
goods vie. P¥C carpet mats Cl:'laaslf 1able under Tariff item
27050049 and are leviahle TI ST @12% as per Entry Ne.
146 of Schedule 1T of Natification No.1/2017-Integrated Tex
irate) dated 28.06.2017;

() Whereas, the SGST Authdrity is of the view that the said
impugned goods are clagsifidble junder Tariff item 398 and
are leviable to GST @28%. as| per Entry No.43 of Schedule-IV
of Notification No. 1/20i7-lntegrated Tax. (rate) dated
28.06.2017 till 18.11.2017 ahd thereafter @18% in terms of
Entry No. 104A of Schedulell §f Notification No. 43/2017-
Integrated Tax-{ratc) d_atﬁd:: 14.11.2¢17.

25.3. The facts of the case which are not disputed ih this case are
that the applicant is engaged in manifacture and trading of PVC
varpet mats, the process of man ffacti ing is already indicated in
this order at para 4, 5 & 6 (3uprdj. The pianufacturing process of
the goods as submitted by ithe apphcaﬁ:t through video and in
writing reveals that the seid ggods are mamifactured in two
stages. Stage-l being PVC mmm% lent production and carpet
piling process and stage-I1 bBein wel:lxlammahnn and backing
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process; prime raw material being PVC. Under Stage-l, FVC
mencfilament 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-woven. 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 gver the liquid PVC layer on a conveyor belt
and te 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 mouiding process in
which 'T" shaped mong filaments result in the intermediate
process, Said monofilament is made of PVC, plasticizer, CaC03,
lime powder etc. As per manufacturer, & non-woven material of
PVC monofilament forms the upper surface of the produet with a
PVLC backing as the base, and the prodiict is essentially for use
as a floor covering. These facts including that the said goods are
predeminantly made of Poly Vinyl Chloride, are not in dispute.

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

25.4.1. 3918: "Flcor Coverings of Plastics, whether or not seli-
adhesive, in rolls or in form of tiles; wall or ceiling coverings of
plastics"

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

Tarff item Description of goods Unit

(1] 2 (3]

3918 Floor covering of plastics, whether or not self
adhesive, in rolls or in the form of tiles: wall or
ceiling coverings of plastics, as defined in note 9
to this chapter

S5918.10 Of polymers of vinyl chloride

3918.10.10. | Wall or ceiling coverings combined with | Kg
knitted or woven fabrics, nonwovens or
lelis
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o
[3918.10.90 | Other Kg
3918.90 Of other plastics _ Kg
3918.90.10 | Floor coverings of Enaxie Kg
3918.90.20 | Wall ot ceiling tovdrings combined with | Kg
knitted or erf:p fa'r'brics, NONWoVens or
felis L
3918.90.90 | Other o Kg

25.4.2. 5705 : The relevant e‘ln’cr‘él no 146 of Schedule Il of
Netification No. 1/2017 is r_c;jmd_u:ﬁﬂ below:

146, o705

Rugs of handiogm :

Other carpéts and pther textile floor coverings,
whether op not made up; such as Mats and
mattings incliafiing Bath Mats, where cotton
predominates by weight, of Handloom, Cotton

The relevant extract of customs tariff is-as follows:

Tarifl item Desceribtioh of poods Unit |
(1] (2) (3]
5705 Other carpets and other textile floor coverings,
whether or not made up
5705.00 Other carpets and  other tlextile floor
COVETINES, whg‘fh_el‘ or fiot made up
Carpets : |
5705.00.11 Of silk ' i
5705.00.19 Othier m2
‘Durries 1 .
5705.00.21 Durries cotton C m?
5705.00.22 Durries of mantinade fibres m2
5705.00.23 | Durries of wool] ' m2
5705.00.24 Cotton durries of handloom (including | =2
Chindi Durries, (ottdh Chenilie Durries,
Rag Rug Durge, | Printed Dufries;
Druggets) Lo
5705.00.29 Cther m2
Of jute ,
5705.00.31  [Of blended jute, || |, m2
5705.00.32 | Of coir jute | , mZ
5705.00.39 [ Other ; L) m3
Carpets, carpetifiz, rugs , mats and
mattings ) _

www.taxcode.in




Case Citation: (2021) taxcode.in 57 AAARGST

15

2705.00.41 Knitted ma

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 | Other m

25.5. Having repraduced 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 o
avoid any classification disputes under GST, the Customs Tanff
ajong 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 this Schedule-

fiit "Teriff item", “sub-heading” “heading” and "Chapter” shall mean
respectively o tariff item, sub-hegding,. heading end chdpted as specified in
the First Schedule to the Customs Tariff Act, 1975,

fiv]l The rules for the interpretation of the First Schedule to the Custom Tariff
Act, 1975, including the Seclion and Chapter MNetes and the General

Explangtory Notes of the First Schedule shall, 50 far as may be; epply to the
interpretation.of this natification. "

Thus, for the purpose of GST, Classification of goods under any
tariff item/ subheading / heading/ chapter shall be done using
the General rules of interpretation of the First Schedule of the
Customs Tariff Act, 1975 itcluding the Seciion and Chapter
Notes and the General Explansatory Notes to the HSN of the First
Schedule of the CTA, 1975. |

23.6 We neofe that Textile & Texlile articles are covered by
various chapters under Bection X1, while Plastics and Plastic
articles fall undeér Chapter 39 of Section VII. Hence, I'Espf:i;'_:tive
section/chapter notes and HSN Explanatery notes relating
thereto would be applicable. The applicant has claimed that their
product being in the nature of textiles iz exclhuded from chapter
39 of Tariff by virtue of Chapter note 2(p) of chapter 39 and the
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same is covered under chapter |5'F by virtue of chapter note 1 ta
section 3},

|
25.7 The SGST Advance Rulmé; T mhcr has held that the said

goods is appropriately classifialile Under tariff item 3918 as the
same gare tnade up of PV, whm 1,.is nothing but Plastics.
However, the CGST member has held the same classifiable under
tariff jtem 5705 as the same is‘im_.c._lide up of textiles fibres/ron-
woven monaofilaments. of PVC.

25.8 In this repard, it is ﬁn;ﬁnrta_tft to appreciate MNote-1 to
chapter 39 which defines the word “plastics” as Tollows:

"1. Throughout this Sehedule, the:,expn%s_'smh "Mastics” mieans those materiols
of headings 3901 to 3914 which aré or Fave been capable, either at the
moment of polymerfsation or at scrme subsequ t.stage; of being formed under
external influcnee (usually heat and préssurel if necessary with o solvent or
plasticiser} by moulding, casting, exfrudihg, rolling or other process info
shapes which are retained on the rematal of the external influence.

Throughout this Schedule any réféfcnce. to 'ﬁ:Ehsrl'cs elsa includes widcanised
Jibre. The expression, howeper, dees #ot appIy to materinls regarded as
textile materials af Section XTI

Further, as per clause {p) of i\i[otla 2 !t-:: chapter 39, the poods of
section X (textiles or textile articles) ive, Chapter 50 to 63 will not
be covered under this chaptér. The relevant extract of the same js
reproduced as follows: ‘| ‘|

This Chapter does not cover: |

fel. ...

B

i} goods of Section XI {textiles or | -_Lex!'iie articles);
T |

25.9 Thus, on combined reading}of siote 1 and 2 of the chapler
39, the term plastic for the purpose .f chapter 39 will not cover
any material which is classified] as text{le matérial under section
X1 of the Tariff.

www.taxcode.in




Case Citation: (2021) taxcode.in 57 AAARGST

ir

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

"I. This section does not cover;
1 -

hi. Woven, knitted or crocheted fobrics, felt or norn-wovens,
impregnoted, coated, covered or ldminated with plastics, or articles
thereaf, of Chapter 34 *

25.10 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 texfile
articles covered as goods of Section XI (Textiles & Textiles
articles) in terms of the tariif {Section Xlj, the same gets
clagsifiable under chapter 57 and if it is found to be made up of
plastics covered under chapter 39 (section VII}, the same shall be
covered under tanff item 3918,

25.11 We obhserve that the impugned product under discussion
has non-woven material made up of PYC an 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 from the scope of being
Textile & Textile articles under Section XI i.e. Chapters 50-63.

25.12 We NMarther note that the General notes to Chapter 39 1n
HEN about Plastics and Textile combinations, reads as under:

“Plastics and Textile Combinations

Wall or cefling coverings which comply with Note 9 fo fthis chapier are
cassified tn heading 39.18. Gtherwise, the classification of plastics and
Textile combinations 15 essentinfly governed hy Npte ! (h) to Seétion X1, Note 3
to Chapter 56 and Note 2 o Chapter 590 The followirng produects ore also
rovered by this Chapier:

fd} Feit, impregnated, confed, covered or laminated with plastics, conteining
50% or less by weight of textile material or feft complefely embedded in
plasties;

{b} Textile fubrics and non-wovens, eifher complefely embedded in plastics or
entirely coated or covered on both sides Wwith such maferial, provided that
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SUCh coating or covering ean be seen uith the ngked eye with no accousnt’
being taken of any resulting eliange of colbir:

LN . I
(¢} Textile fabrics, impregraoted, doated, c':LLie_.rjEd or larminated with plosfies,
which cannof; LAthout frapturiﬁgii_.befil:én_t r'ft':r_::mua.!iy' around a cylinder of a
diaméter of 7 mm, ar a temperatuit bettween 15° & and 30° €

{d) Flates, sheets and strips of mzm&:{r ol l: Hes combined with tectile fobiries
(as defired in Note | o Chopter 59, Ifelt of noniwovens, where the textile is
present merely for reinforcing purgoses "~

Plates, sheets and sirips of cellular plagtics compined Wwith textile
[abrics on hoth faces, whateve the nature of the fabri¢, are
excluded from this chapter (gehefdlly heading 56.02, 56.03 or
59.03}. ) |

26 and Note 2 to Chapter 59 rel !an ' for deciding clagsification of

25,13 In this regard, Note I1(h] fo sj';cfiun X1 , Note 3 to Chapter
materials are reproduced as

a8 combination of textile and [;ila_sl‘cics-
bhelow:

. |
--w—---——- Note 1{h) to Section XI reads:
|

"1. Thik section.does naf cover:

71 |

i) Woven, kniited or crocheted fabrigs, félt or non-wovens, impregnated,
cocfed, covered or laminated with plastics, o drticles thereof, of Chapter 39:

- [ |

...................

‘Note 9 to Chapter 39 reads:

For the purposes of hedding 39,18, t}JILE expression "wall or cefling
coverings of plastics” applies to products in rolls, of a width not
less than 45 cm, suitable for wall or ediling deceration, consisting
of plastics fixed permanently on 3 backmg of any material other
than paper, the layer of plastics 'l' n 'llf[’lE face side) being grained,
emboessed, coloured, design printed of ofhérwise decorated.”

"Note 3 to Chapter 56 reads:

3. Heading 56.02 and 56.03: coler respectively feélt andg
nenwovens, impregnated, coated, covered or laminated with
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plastics or rubber whatever the nature of these matenals
|compact or cellulark

Heading 56.03 also includes nonwovens in which plasties or
rubber forms the bonding substance.

Heading 56.02 and 56.03 de not, however, cover:

(a) Felt impregnated, coated, covered or laminated with plastics
or rubber, containinig 50% or less by weight of textile material or
felt completely embedded in plasties or rubber (Chapter 39 er 40

b} Nonwovens, either completely embedded in plastics or rubber,
or entirely coated or covered on both sides with such materials,
provided that such coating or covering can be seen with the
naked eye with no account heing taken of any resultant change of
colour (Chapter 39 or 40}; or

ic) Flates, sheets or strips of cellular plastics or cellular rubber
combined with felt or nonwoevens, 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
woven fabrics of Chapters 50 to 55 and headings 58.03 and
52.06, the briads and omamental trimmings in the piece of
heading 58.08 and the knitted or crochetéd fabrics of headings
60.02 to 60.06.

2. Heading 39.03 applies to:

(a) Textile fabrics, Iinpregnated, 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) Fabres in which the impregnation, ceating or covering cannot
be seen with the naked eye jusually Chapters 30 to 55, 58 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'hriu#s only, it does not apply to
the product under discussion..

25.14 From the ahove difcussion, it can be concluded that
though the exposed surface are. of non‘woven materials, same are
excluded from the scope of Textile & Textiles articles. Hence the
contention for classification: in | ha!bter 57 as Carpetsymats on
the sround that the-_a.ex_pos:;d;g SuﬁEC:E ;t?f the mat is textiles fails.
Gn the other hand, Chapter EI-Q includes even textile/plastic
combinations also, subject to ceftailj conditioris. Relevant factors
to decide classification of subj ct gnm:is rule oul classification
undetr Section Xi (Textiles and T'E‘.Kﬁle aiticles) whereas the
inchusive provisions of Chapter 39 {modre specifically Tariff Head
3918) very well cover impughed goods, as detailed above.

25.15, In this context it is seen &at’ﬂhapter 5% of the HSN falls
under Section X1 of the Cugiomng 3Tak1ff Section Note 1{H) of
Section X1, relied upon by thu::i :IR, excludes interalia non-
wovens impregnated/coated with |plastics. In their written
submissions, the appellant has| cldimed the said geods to be
‘Non-woven' and impregnated / codted {as per their manufacturing
process). Thus in view of Note ifh) of Section X1, the said goods
are apparently exclhuded ::iutrighi; from this segtion. If the said
poods are excluded from the section %ﬂ, their classification under
any Chapter under the Section would alio be ruled out.

25.16. The Appellant, however, hive placed thieir counter ¢laim -
that their goods are in the nature -of 'textiles’, and are therefore
exchaded from Chapter 39 hy' i | e jof Chapter Note 2(p) of the
said Chapter, They have ::lEIIIHEEl that the expozed siuface in their
goods is textile materials and hericé the same are covered under
delinition of 'carpets and other textilg floor coverings' In terms of
the Note tb Chapter 57, whidk sthtesj that, |

Far the pu?pcrses of this chapzer the term rhrpets and other textife floor
coverings" means floor covenngs in mhmh téxtile materials serve as the
exposed sytface of the article {femphasis; pp!led}
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We shall therefore need to turn our attention te understanding
what constitutes textiles and textile materials. The definition of
Textile' cited by the appelant is as follows:

"4 texiile was ongimally of woven fabric, but the terms Lexiile and the plural
textiles are now olso applied (o fibres, fllaments and yarns, rotuial ard
monufactured ond most products for which these are a prificipal rqw
meterial”

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

Textile-
Derived from the Latin term texilis, which is baged on the verb
texere, to weave. 1. A broad classification of materials that can
be utilized in constructing fabrics, includihg textile fibres and
varms. . Designates the constructed fabrie including woven,
knitted and non-woven struchares as well as lace and crochet
goods. 3. Descriptive of processes, orgamizalions, personnel
associated with the manufacture of preducts from fibres or

yarns.

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

From the above definitions, it is inferred fthat 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 exposed surface of the
article does nol contain [Hhric or fibres, filamentz or varns, but iz a
web of FYC made frem 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-woven product {PVYC
web} by use of monofilament yarns. Instead, the monofilament, il any,
ariging in course of manufacturing as per applicant's contentien, is
coming into existence at intermediate stape only. There are no
identifiable fibres, fllaments or yarns in the exposed surface of their
product but the web like structure made from 100% FVCE, duly
laminated fcoated with PVC on the bottom. Therefore, the impupgned
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|

goods do not qualify as textile -matajﬁe‘ﬂs as specified in Note 1 to
Chapter 57.

25.18. As regards the Bill of Eritry produced by the appellant for goods |
imported by other importers, whe Arein accordifg to the applicant, it
has hbeen classified wnder CHRLOIE fariff heading 57050049, it is
obaerved that the detail facts of the gopds menticned in the Billed
Entry like test report etc. are nbt ayailablé and the nature and identity
of goods are aise not available onirechird to consider the same to be
applicable to the goods in question before us. It is therefore difficult to.
arrive at a conchusion thiat the' goads imported under the said Billed
Entry are similar to that of the gosids in question. Therefore, the said
Bill of Entry is of no help to the ap pellant. In the instant case, there is
no fabric, woven or non woverl.and no textile yarn, There is one PVC
web obtained by moulding prdcess which i3 then impregnated with
PVL which acts as its base. Therkford; éven in absence of relevant
detaiis about the product cqua;‘ed:hnd,ﬁér'- the cited Bill of Entry, the
goods in giestion cannot be claimed to be similar to that of the goods
mnported, based upon the .esxplgnatery: notes to 5705 and the

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

the impugned goods and classifying the _sa’_%n'e under Chapter 39 in the
pre-GST era. The applicant has notf brought on record any change in
the compesition, nature or manufarctuiing process of the said goods
from the pre-GST era t6 now which, has cotmpelled them to-approach
AAR for classification, The only change noticed 15 the higher rate of
GST for tariff heading 3918 than for Tariff heading 5705. But, it is
settled law that the rate of duty/ ta_;s'J:'t':_sir;tlndj: be a erterion for deciding
the classification of any product, The clasdification has ta be decided
as per the terms of headings, subl']kead_%ngs and tariff items and the
relevant section/ chapier nétes sub  fnotés in terms of the
interpretative rules.to the Customs Tariff, |

25.20. The appellant has alse cdntendéd that appiving bonding
material dogés riof rnake the _prc_-_ﬂuci:: im'ﬁfegn,ated, caoated; covered or
laminated. It appears that the appellant wants o claim that their
goods are not impregnated, coatéd, cqﬁéred:!r:n"_r laminated to escape the
exclusion clause privided under, Sg:.;“iﬁd il vide Note 1{h}. But this

claim is against their manufacturing ;pm:.l:e_SE which states that "under
' I
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stage 2, the web formed in Stage lis impregnated with a lamination of
clear coat of liguid PVC".

25.21. Az regards the argument of the appellant that if product
equally merits clasgification under 2 different chapter headings, as per
interpretative rules, the chapter ocourring later will apply, we observe
that there is no such case of merit classification 6f the said goods
under 2 different chapter headings equally. Instead, the said goods are
apecifically classifiable under 2918 as PYC fHoor coverings, and
invoking Rule 3 is not necessary when classification can be decided
under Rule 1 itaelf.

23.22. In wiew of the above discussion, we Liold that the PVYC Mais
manufactared by the appellant, a sample of which was produced
before us, are specifically coveried under HSN 3918 as Floor Coverings
of PVC in terms of Rule 1 of the Rules of Interpretation of Customs
Tarifl read with Mote 1{h] to Section XI and Note 1to Chapter 57.
Accordingly, we pass the following order:

ORDER No. 4AR/11/20 DATED: (1-03-2021

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 3G3T). However, this order is restricted to
the types of PVC floor coverings/Carpet fMats being mamifactured by
the Applicant as per the manufacturing process submitted and whose
sample was produced before us.

L-_—_. b
Bhyam Raj Prasad, IRS Anavwy Gingh, IAS
Chief Commissigner, Comumissioner,

Centrz] Tar, Central Ezcise & Customs State Gpagds & Serviee Tav Dept.,
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