OPINION

I.
QUERIST:


M/s. Redington (India) Limited, 

Redington House Centre Point, 

Plot Nos.8 & 11 (SP), Thiru. Vi. Ka Industrial Estate, 

Guindy, Chennai – 600 032.

II. 
FACTS:

1.
Querist regularly imports Trans Receivers as well as WAN Modules among various other Data Communication Products / Accessories. 
2.
It is reported that they have used Classification Codes 8517 70 90 and 8517 62 90, for payment of duty on these goods. 

3.
It is further reported that after January 2018, the above items were cleared at ‘Nil’ duty and from February 2018 to October 2018, 10% duty was paid without any protest. It is further stated that from November 2018 to till now, they are paying 20% duty under protest. 

III.
QUERY:

1.
In the above context, the querist would like to know the appropriate classification and the correctness of the classification adopted along with the correct duty structure for these two items. 
2.
The querist has made available the product catalogues for these goods as well as related Bills of Entry and Invoices for import of these goods.  

IV.
OPINION:

1.
As far as Trans Receiver is concerned, the product catalogue for product PAN-SFP-PLUS-SR-A has been provided by the querist. As per the Product Literature, description of the product is as stated below. 

“The Approved Networks PAN-SFP-PLUS-SR-A is a multipurpose multi-rate optical trans receiver module for transmission at 850nm over multimode fiber. Supporting Ethernet and Fiber Channel standards make it ideally suited for 10G data communication and storage area network applications”.
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2.
The features of this item are indicated below. 

· Up to 11.1Gbps Data Links 
· Up to 300m transmission on MMF 

· Power dissipation < 1W 

· VSCEL laser and PIN receiver 

· Metal enclosure, for lower EMI 

· 2-wire interface with integrated Digital Diagnostic monitoring 

· Hot-pluggable SFP+ footprint
3.
With regard to the second product WAN Modules, the Product Literature for Cisco 4000 Series Modules states the following. 

“Cisco® Gigabit Ethernet WAN Modules bring high-density Small Form-Factor Pluggable (SFP) and copper (RJ-45) 1 Gigabit and 10 Gigabit Ethernet (GE) connectivity to the Cisco 4000 Series Integrated Services Routers (ISRs). Providing maximum flexibility, the modules accelerate applications such as Ethernet WAN access, inter-VLAN routing, and high-speed connectivity to LAN switches and servers.

The ports on these modules work as routed Layer 3 ports. Layer 2 switching between local ports on the module or between ports on the module and other ports within the router system is not supported. The port terminates Layer 2 trunks from externally connected switches, and Layer 2 trunk and VLAN information is not switched onto other ports in the system. The host router routes all traffic entering these modules.

Cisco Gigabit Ethernet WAN Modules do not support Power over Ethernet (PoE).

Cisco offers four types of Ethernet WAN modules:

· Cisco 1-Port Gigabit Ethernet WAN Network Interface Module (NIM-1GE-CU-SFP) 

· Cisco 2-Port Gigabit Ethernet WAN Network Interface Module (NIM-2GE-CU-SFP) 

· Cisco 6-Port High-Density Gigabit Ethernet WAN Service Module (SM-X-6X1G) 

· Cisco 4-Port High-Density Gigabit or 1-Port 10 Gigabit Ethernet WAN Service Module (SM-X-4X1G-1X10G)
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The Cisco 4-Port Gigabit or 1-Port 10 Gigabit Ethernet WAN Service Module can be operated in two mutually exclusive modes:

· 4-port Gigabit Ethernet mode

· 1-port 10 Gigabit Ethernet mode; use of the 10 Gigabit Ethernet port disables the other ports”.

4.
As far as Optical Trans Receivers are concerned, it may be seen that these are as per information available in public domain, small, powerful devices that can transmit and receive data. In fiber optics, data is sent via an optical fiber in the form of pulses of light. This data travels at very high speeds and across extremely long distances. The trans receiver is an important part of a fiber optic network because it’s used to convert electrical signals to light signals and vice versa. They can either be plugged into or embedded into a network device that is able to send and receive signal.

There are many different types of optical trans receivers, which come in a variety of shapes and sizes. These variants are known as form factors.


In this regard, extracts from the Article from the Website:              https://www.carritech.com/news/optical-transceivers-telecommunicatoins/ with the Title “Introduction to Optical Trans Receivers in Telecommunications is enclosed to this opinion as Annexure-1. 
5.
As per Wikipedia, optical module is a typically hot-pluggable optical trans receiver used in high-bandwidth data communications applications. Optical modules typically have an electrical interface on the side that connects to the inside of the system and an optical interface on the side that connects to the outside world through a fiber optic cable. The form factor and electrical interface are often specified by an interested group using a multi-source agreement (MSA). Optical modules can either plug into a front panel socket or an on-board socket. Sometimes the optical module is replaced by an electrical interface module that implements either an active or passive electrical connection to the outside world. A large industry supports the manufacturing and use of optical modules.
6.
In the Article, What is an Optical Module? in the Website: https://community.fs.com/blog/what-is-an-optical-module.html,the following is stated,
“An optical module, also called fiber optic trans receiver or optical trans receiver,  is  a  typically  hot-pluggable  device  used  in high-bandwidth data 
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communications applications. Trans receiver modules typically have an electrical interface on the side that connects to the inside of the system and an optical interface on the other side that connects to the various devices through a fiber optic cable. An optical module functions as a photoelectric converter which converts the electrical signal into light and vice versa. There are multiple trans receiver module types available that can be used in telecommunications applications. The different specs and designs are widely used to meet the changing needs of designers”.
Extracts from this Article giving details of types of modules is enclosed to this opinion as Annexure-2. 

7.
With regard to WAN Modules from the product information, it is seen that these consist of various SFP Ports. An SFP port is a slot on a network device or computer into which small form-factor pluggable (SFP) trans receivers are inserted.
8.
In the Website:www.router-switch.com, the following is stated. 

“SFP sockets are found in Ethernet switches, routers, firewalls and network interface cards. It interfaces a network device motherboard (for a switch, router, media converter or similar device) to a fiber optic or copper networking cable.

In many cases, SFP ports are also known as mini-Gigabit interface converter (GBIC) modules, as they have replaced the older GBIC trans receivers.

SFP Port Advantage

It is flexible for the SFP port link to the network. The SFP port is the I/O device which is able to be hot-plugged. We are able to insert the Gigabit Ethernet port or slot into the SFP port and then connect the SFP port with the network. The SFP port is applied in many products and is able to exchange with the port of the 1000BASE-SX, 1000BASE-LX/LH, 1000BASE-ZX or the 1000BASE- BX10-D/U.

Why Need SFP Module?

Compared with GBIC module, SFP Modules volume ratio reduced by half, and the number of ports can be configured more than 2 times on the same panel. That can be inserted mini head fiber module slot. The Other basic features are consistent with GBIC.SFP Modules for Gigabit Ethernet Applications: Small Form-Factor Pluggable (SFP) links your switches and routers to the network.
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The hot-swappable input / output device plugs into a Gigabit Ethernet port or slot. Optical and copper models can be used on a wide variety of products and intermixed in combinations of 1000BASE-T, 1000BASE-SX, 1000BASE-LX / LH, 1000BASE-EX, 1000BASE-ZX, or 1000BASE-BX10-D / U on a port-by-port basis.”
9.
From the Product Catalogue, it is seen that WAN Modules are printed circuit boards with SFP ports along with other electronic components mounted on the board. As per the product literature, these provide maximum flexibility and accelerate applications such as Ethernet WAN access, inter-VLAN routing, and high-speed connectivity to LAN switches and servers. Thus, these are basically parts for Network Interface / Connectivity and accordingly, fall under Heading 8517 70 10. 

10.
Heading 8517 62 of the First Schedule to the Customs Tariff Act covers equipment for the reception, conversion and transmission or regeneration of voice, images or other data, including switching and routing apparatus.

11.
To appreciate the scope of the above entry, the HSN Explanatory Notes under this Heading for “Other communication apparatus” as reproduced below will be relevant. 

“(G)
Other communication apparatus.
This group includes apparatus which allows for the connection to a wired or wireless communication network or the transmission or reception of speech or other sounds, images or other data within such a network.

Communication networks include, inter alia, carrier-current line systems, digital-line systems and combinations thereof. They may be configured, for example, as public switched telephone networks, Local Area Networks (LAN), Metropolitan Area Networks (MAN) and Wide Area Networks (WAN), whether proprietary or open architecture.

This group includes:

(1)
Network interface cards (e.g., Ethernet interface cards)

(2)
Modems (combined modulators-demodulators)

(3)
Routers, bridges, hubs, repeaters and channel to channel adaptors

(4)
Multiplexers and related line equipment (e.g., transmitters, receivers or electro-optical converters)
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(5)
Codecs (data compressors / decompressors) which have the capability of transmission and reception of digital information

(6)
Pulse to tone converters which convert pulse dialled signals to tone signals”.
12.
When it is seen with regard to the above Explanatory Notes, one can observe that the Optical Trans Receivers will be an input / output device used in Optical Network including connectivity to optical and electrical networks. The WAN Module will be appropriately covered as parts, which provide connectivity to the equipment and other network by taking in the swappable trans receivers. Therefore, while trans receiver will be appropriately covered under Heading 8517 62 90, WAN Module will be classifiable as parts under Heading 8517 70 10.
13.
Further useful reference can be made to the US Trade Commission Rulings. In the Ruling bearing No. NY N035464 dated 10.09.2008, optical sub-assemblies with descriptions “TOSA”, “ROSA”, “BOSA” were under consideration. As far as the product “BOSA” is concerned, the Ruling referred to the item as bi-directional optical sub-assemblies and that it is an optical trans receiver consisting of a printed circuit board, optical connection interface etc. The classification decided for this product in the above Ruling is 8517 62. In the Ruling bearing No. NY N302671 dated 19.02.2019, one of the products considered was a 36-port 100 Gigabit Ethernet Quad Small Form-Factor Pluggable Line Card. The classification decided in the above ruling is as parts. Copies of these Rulings are enclosed as Annexure-3 & Annexure-4._
14.
From 01.03.2005 to 10.07.2014, all goods falling under 8517 were eligible for total exemption from payment of basic customs duty. From 11.07.2014 the exemption was restricted to certain items in terms of Notification 11/2014-Customs dated 11.07.2014. The items which are excluded from the scope of exemption are:

“(i)
soft switches and Voice over Internet Protocol (VoIP) equipment, namely, VoIP phones, media gateways, gateway controllers and session border controllers;

(ii)
optical transport equipments, combination of one or more of Packet Optical Transport Product or Switch (POTP or POTS), Optical Transport Network (OTN) products, and IP Radios;
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(iii) Carrier Ethernet Switch, Packet Transport Node (PTN) products, Multiprotocol Label Switching-Transport Profile (MPLS-TP) products;

(iv)
Multiple Input/Multiple Output (MIMO) and Long Term Evolution (LTE) Products.”

15.
On 02.02.2018, in terms of Notification No.22/2018-Cus., the earlier Notification No.57/2017-Customs dated 30.06.2017 was amended and as per this amendment in terms of Sl.No.20 of the table attached to the above notification, all goods falling under Heading 8517 62 90 attracted 10% Basic Customs Duty except wrist wearable devices (commonly known as smart watches). The Notification No.57/2017-Customs mentioned above was again amended and with effect from 11.10.2018, in terms of a Notification No.75/2018-Cus., dated 11.10.2018, Sl.No.20 was replaced with two Sl.Nos.20 & 21 specifying more items, as excluded from the scope of concessional duty. The exclusions under Heading 8517 62 90 included, apart from wrist wearable devices, optical transport equipment, optical transport network products and IP Radios etc. 

16.
In terms of a Notification No.2/2019-Cus., dated 29.01.2019, Notification No.57/2017-Customs was further amended and Sl.No.21 was omitted and in Sl.No.20, the classification for all the excluded goods under the previous Sl.Nos.20 and 21 were given as “8517 62 90 or 8517 69 90”. 
17.
Thus, upto 10.10.2018, all goods falling under Heading 8517 62 90 were eligible for 10% except smart watches. Effective 11.10.2018, the items excluded from the scope of the notification will attract 20% statutory rate of duty. One of the items excluded in terms of the amending notification reads as “Optical Transport Network (OTN) products”.
18.
The Optical Trans Receiver under reference, in our view, will be within the scope of the expression “Optical Transport Network Products”. It is to be noted that there is no definition of ‘optical transport network product’ in the notification nor there is a list of the optical transport network products to be excluded from the scope of the exemption. Based on the function of the optical trans receiver mentioned above, it will be clear that it will be at one end of the optical network transmission for establishing connectivity and as such, it will be difficult to state that this is not one of the optical transport network products. 

19.
Under such circumstances, in our view, based on the classifications suggested, these goods should attract statutory rate of 20% with effect from 11.10.2018.
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20.
As far as WAN Modules are concerned, it is seen that nothing but, ports mounted on printed circuit boards, which consist of other electronic components. This product, as such, cannot transmit or receive signals or data etc., but is used to establish connectivity between two networks. Under such circumstances, such WAN Modules are to be treated as parts. As already suggested, such parts will be classifiable under Heading 8517 70 10 since the product under reference is nothing but, printed circuit board with mounted components. Heading 8517 70 10 covers populated, loaded or stuffed printed circuit boards. Accordingly, the rate of duty applicable will be 20%, which is the statutory rate, without any exemption. 
S. MURUGAPPAN   

Encl.: As above
Sm/er

 

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the querist and further based on the laws and rules prevalent as on date and the understanding of such provisions by the author and is meant for the private use of the person to whom it is provided without assuming any liability for any consequential action taken based on the views expressed here.

