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.
The querist imports various Telecommunication / IT Products. One of the products imported by them on regular basis relate to Security Gateways. These security gateways are manufactured by M/s.Check Point Software Technologies Ltd., Israel and there are various models being supplied. 
2.
Based on the classification of these goods under Heading 8517, the querist has sought for assessment with concessional duty in terms of Notification No.57/2017-Customs dated 30.06.2017 as amended. The querist claimed 10% Basic Customs Duty in terms of Sl.No.20 of the table attached to the above notification, as against the statutory rate of 20% Basic Customs Duty.
3.
However, it appears that the customs authorities are suggesting that as per the technical details provided and the catalogs uploaded, the items are LTE enabled goods and hence, they are not eligible for exemption in terms of the above notification. 
III.
QUERY:
1.
Under these circumstances, the querist would like to know the appropriate classification for these goods and rate of duty applicable. 
2.
They also want to know whether concessional duty of 10% Basic Customs Duty is available in terms of Sl.No.20 of the Notification No.57/2017-Customs referred to above. 
IV.
OPINION:

1.
The querist has made available catalogs for the various models imported. From the catalogs for 1600 and 1800 Series Security Gateways as well as 1500 Series Security Gateways, it is seen that these devices are fully integrated computer firewall and rack mountable units which monitor network traffic to protect the network against several security threats through a combination of firewall, anti-virus, Internet content filtering, intrusion detection and virtual private technologies (VPN).
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2.
The catalogs state that these devices offer full protection for small and midsize business establishments. The catalog forwarded for 1600 and 1800 series proceeds to state the following about these products.

“The Check Point Quantum Spark 1600 and 1800 security gateways deliver enterprise-grade security in simple, affordable, all-in-one security solutions in a 1 Rack Unit (RU) form factor to protect small to mid-size business employees, networks and data from cyber-theft. High threat prevention throughput and high port capacity with 2.5 and 10 GbE network interfaces in the 1800 make these NGFWs ideal for larger branch and SMB networks”
3.
With regard to Network Connectivity, the following is stated.

“The 1600 has 1GbE copper or fiber options for the WAN and DMZ. The 1800 has a 1GbE Management port, 2.5GbE options for the LAN and a 10GbE copper or fiber option for the DMZ”.

4.
With regard to 1500 Series Security Gateways, the following is stated in the catalog.
“The Check Point Quantum Spark 1500 security gateway family delivers enterprise-grade security in a series of simple and affordable, all-in-one security solutions to protect small business employees, networks and data from cyber-theft. Models with Wi-Fi, Wi-Fi with xDSL and Wi-Fi with an embedded 3G/4G/LTE modem fit seamlessly into your home and branch office networks”.

5.
With regard to Networking, this catalog states the following. 

“LTE is an essential component of any enterprise wireless WAN, either as a primary or failover link connecting fixed remote sites or a mobile fleet of vehicles. The 1500 embedded 3/4G/LTE modem supports CAT6, Dual Sim, LTE Antennas, etc.,”. 
6.
From the above, it is noticed that for 1600 and 1800 series, there is no specific reference about use of LTE Technology. On the other hand, 1500 series catalogs, there is a specific reference to 3G/4G/LTE Modem embedded to the security gateway. 
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7.
Based on the function of the goods and the scope of various sub-headings at eight digit level in the Indian Customs Tariff under Heading 8517, it can be concluded that these goods should fall under Heading 8517 6290 as “others”, under the six digit level Heading 8517 62, which covers “machines for the reception, conversion and transmission or regeneration of voice, images or other data, including switching and routing apparatus”.
8.
In our view, the classification under Heading 8517 6990 will be ruled out as one has to proceed sequentially through the sub-headings under 8517 and based on the various functions that can be performed by the security gateway under reference, the appropriate classification will be under Heading 8517 62 at six digit level and at eight digit level, it will be under Heading 8517 6290.
9.
With regard to availability of exemption benefit in terms of the Notification No.57/2017-Customs dated 30.06.2017 as amended, it may be noted that Sl.No.20 of the notification covers certain goods, which are not excluded in the table for concessional duty of 10% as against the statutory rate of 20%. Sl.No.20 reads as follows.

“All  goods  other  than  the  following goods, namely: -
(a)  
Wrist wearable devices (commonly known as smart watches); 
(b)  
Optical transport equipment;

(c)    
Combination of one or more of Packet Optical Transport Product or Switch (POTP or POTS);

(d)  
Optical Transport Network (OTN) products; 

(e) 
 IP Radios; 

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

(g)    Carrier Ethernet Switch, Packet Transport Node (PTN) products, Multiprotocol Label Switching Transport Profile (MPLS-TP) products; 

(h)  
Multiple Input/Multiple Output (MIMO) and Long Term Evolution (LTE) products”.
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10.
A perusal of the above entry will show that one of the products excluded from the scope of concessional duty is Multiple Input / Multiple Output (MIMO) and Long Term Evolution (LTE) products. 
11.
It is to be seen that MIMO and LTE refer to “technologies” and not “products” as such. In telecommunications, Long-Term Evolution or LTE is a standard for wireless broadband communication for mobile devices and data terminals, based on the GSM/EDGE and UMTS/HSPA standards. MIMO refers to Multiple Input / Multiple Output Technology, where multiple antennas are used to make use of reflected signals. 
12.
There are various devices and products, which use these technologies. The notification does not define what are MIMO and LTE Products. In the absence of definition in the tariff or in the notification, one has to take cognizance of trade and industry understanding of these descriptions. The way, the description as above, is used in the notification, it will be clear that the MIMO and LTE products should, at first fall within the scope of the products mentioned at six digit level under 8517 62 i.e., devices for the reception, conversion and transmission or regeneration of voice, images or other data, including switching and routing apparatus.

13.
It can be concluded that if such devices falling under 8517 62 use MIMO and LTE Technologies for their function, then, they will get covered under Sl.No.(h) of Column (3) against Entry 20 in the table attached to the Notification No.57/2017-Customs referred to above.
14.
As already observed, from the product literature provided, it is seen that 1500 series gateways, have models with Wi-Fi, Wi-Fi with xDSL and Wi-Fi with embedded 3G/4G/LTE Modem. Therefore, it is clear that some of these products / models may contain LTE modem and thus, will fall within the scope of MIMO and LTE products.
15.
As against the above, the catalog for 1600 and 1800 series security gateways do not specifically refer to LTE technology. However, whether in the security devices imported, LTE technology is used or not will be a question of fact and therefore, for each model, it is necessary that a technical confirmation  is  to  be  provided  by a competent expert with regard to use of 
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MIMO and LTE Technology. Upon such confirmation, the issue of notification benefit can be decided. If it is confirmed that technically,  models imported do not use LTE Technology, then, benefit of concessional duty at 10% can be claimed. 
S. MURUGAPPAN   

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.

