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 regularly imports various types of Web-Cameras, in particular, the following Models.

(1)
Poly Studio P15

(2)
Poly Studio P5

(3)
Polycom®  EagleEyeTM  IV USB Camera

(4)
Poly Studio E70

2.
Technical / Specification details for the above models have been made available by the querist. 

III.
QUERY:

Based on the above information, the querist would like to know the appropriate classification and duty structure for these goods under the Customs Tariff Act.

IV.
OPINION:
1.
From the information and technical data provided, it is noticed that all the four models come under the webcam category.

2.
Before proceeding to determine the classification of these cameras, it will be useful and appropriate to see how the web cameras work. As seen from the Website: www.explainthatstuff.com, the web camera functions as follows. 

“A webcam is a compact digital camera you can hook up to your computer to broadcast video images in real time (as they happen). Just like a digital camera, it captures light through a small lens at the front using a tiny grid of microscopic light-detectors built into an image-sensing microchip (either a charge-coupled device (CCD) or, more likely these days, a CMOS image sensor). 
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Unlike a digital camera, a webcam has no built-in memory chip or flash memory card: it doesn't need to "remember" pictures because it's designed to capture  and  transmit  them immediately to a computer. That's why webcams                                               have USB cables coming out of the back. The USB cable supplies power to the webcam from the computer and takes the digital information captured by the webcam's image sensor back to the computer—from where it travels on to the Internet. Some cams work wirelessly and don't need to be connected to a computer: typically they use Wi-Fi to transmit their pictures to your Internet router, which can then make them available to other machines on your home network or, using the Internet, to anyone, anywhere in the world.
Relevant Extracts from the above website are enclosed to this opinion as Annexure-1.

3.
In the above background, the following are the details for the various Models of Web Cameras as provided in the catalogues/specification sheets. 

(1)
Poly Studio P15

“The Poly Studio P15 personal video bar gives you everything you need to look and sound your best on video calls in one sleek device. Exceptional optics and a high performance 4K image sensor bring out your inner star, and automatic camera framing ensures you’re always seen without staying glued to your chair. A powerful speaker and microphone array deliver rich clear audio, while NoiseBlockAI and Acoustic Fence technology keeps out distracting sounds.”
This camera works with Data Processing System having Windows 8.1, 10 or later, Mac OS 10.10 or higher and the interface is through USB port connection. 


(2)
Poly Studio P5

“The Poly Studio P5 webcam ensures you look your best on video calls at home, in the office, or wherever you’re working. Exceptional camera optics are fine-tuned so you always come across clearly with a professional-quality image. Brilliant colors and automatic low light compensation deliver excellent video quality no matter where you need to take a call. The directional microphone focuses on your voice and not the noise around you.”
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This camera also works with System having Windows, Mac OS and interface / connection is through USB.

(3)
Polycom®  EagleEyeTM  IV USB Camera

“The Polycom® EagleEye™ IV USB camera provides a best-in-class quality video collaboration experience for Polycom® MSR™ and other Microsoft-certified Skype Room Systems. Certified by Microsoft as a Skype Room System camera peripheral, the EagleEye IV USB camera delivers a premium HD video experience with a pan, tilt and 12x optical zoom capability suitable for medium and large sized meeting spaces.”
As per the technical data provided, the connection is through USB Cable as mentioned below.

· “USB 2.0 connection to the MSR Dock or other Skype Room System docks to maximize the cable length between the dock and the camera” 
· “USB connection to Polycom Trio™ Visual+ Accessory allows you to see all Polycom Trio video call participants up close with pan, tilt, and zoom” 

(4)
Poly Studio E70

“The Poly Studio E70 is a first of its kind intelligent camera that brings mind-blowing video quality, state-of-the-art audio features, and advanced analytics to modern meeting rooms. Dual cameras with 4K+ sensors are boosted by Poly DirectorAI technology to create an unparalleled video experience, perfect for hybrid working environments.”
As per the technical data provided, the product is compatible with Microsoft Teams Rooms on Windows and Poly G7500. Its connection is through USB cable as well as ethernet cable. 
4.
Based on the method of working and the technical information provided, it is noticed that these cameras would be appropriately classifiable under Heading 8525  at  four  digit level. As  per  the Tariff, which is force from 01.01.2022, 
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under Heading 8525, television cameras, digital cameras and video camera recorders are sub-divided at eight digit level under the following Headings. 
8525 81 00      -- 
High-speed goods as specified in sub-heading Note 1 to this Chapter 

8525 82 00      -- 
Other, radiation-hardened or radiation-tolerant goods as specified in sub-heading Note 2 to this Chapter

8525 83 00      --
Other, night vision goods as specified in sub-heading Note 3 to this Chapter 

8525 89 00      -- 
Other 

5.
The scope of the expressions “High-speed goods”, “radiation-hardened or radiation-tolerant goods” etc., are defined in the Sub-Heading Notes under Chapter 85 as mentioned below. 


“1. 
Sub-heading 8525 81 covers only high-speed television cameras, digital cameras and video camera recorders having one or more of the following characteristics:-- 

-writing speed exceeding 0.5 mm per microsecond; 

-time resolution 50 nanoseconds or less; 

-frame rate exceeding 225,000 frames per second. 

2. 
In respect of sub-heading 8525 82, radiation-hardened or radiation-tolerant television cameras, digital cameras and video camera recorders are designed or shielded to enable operation in a high-radiation environment. These cameras are designed to withstand a total radiation dose of at least 50 × 103 Gy(silicon) (5 × 106 RAD (silicon)), without operational degradation. 

3. 
Sub-heading 8525 83 covers night vision television cameras, digital cameras and video camera recorders which use a photocathode to convert available light to electrons, which can be amplified and converted to yield a visible image. This sub-heading excludes thermal imaging cameras (generally subheading 8525 89)”.
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6.
Prior to the above date, the Tariff Entries read as follows. 

8525 80           -
Television cameras, digital cameras and video camera recorders:


8525 80 10 
  -      Television Cameras


8525 80 20
---      Digital cameras


8525 80 30
---      video camera recorders


8525 80 90
 --       Other

7.
Under HSN Explanatory Notes, for television cameras, digital cameras, etc., appearing under 85.25, the following Explanatory Notes are provided. 


“Many of the cameras of this heading may physically resemble the photographic cameras of heading 90.06 or the cinematographic cameras of heading 90.07. The cameras in heading 85.25 and the cameras in Chapter 90 typically include optical lenses to focus the image on a light-sensitive medium and adjustments to vary the amount of light entering the camera. However, photographic and cinematographic cameras of Chapter 90 expose images onto photographic film of Chapter 37, while the cameras of this heading convert the images into analogue or digital data”.

8.
As per the Explanatory Notes mentioned above, it is also stated that cameras that are used with Automatic Data Processing Machine (for Eg. Web Cameras) are also covered under that heading. 

9.
From the above, it can be seen that these goods can be classified under Heading 8525 81 or 8525 82, 8525 83, 8525 89 depending upon their construction and speed data. In the classification opinion given by the World Customs Organisation, digital camera (which is to be connected to an Automatic Data Processing Machine) with camera-stand and related software is classified under 8525.80 by applying General Rules for Interpretation 3(b) and 6. A copy of the above Classification Opinion is enclosed to this opinion as Annexure-2.

10.
Apart from the above, the following two Classification Rulings given by US Trade Commission also hold that such web cameras are classifiable under Heading 8525 80 / 8525 30 in the US Tariff. 

(1) NY N018295 dated 17.10.2007

(2) NY g88628 dated 19.04.2001

Copies of the above two Rulings are enclosed to this opinion as Annexure-3 & Annexure-4 respectively.
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11.
It may be noted that there is a decision by the Customs Tribunal in the case of Hi-Tech Computers Vs. Commissioner of Customs, Bangalore rendered in 2004 and reported in 2005 (180) E.L.T. 356 (Tri.-Bang.). A copy of this decision is enclosed to this opinion as Annexure-5. In this decision, the Tribunal had attempted to distinguish digital cameras and web cameras and held that the web camera, which can be used only by attaching it to a Data Processing Machine has to be classified only under Heading 84.71 of the Customs Tariff Schedule as it existed during the relevant period. 

12.
This decision appears to be inappropriate factually as well as legally. The Government of India filed an appeal against this decision of the Tribunal before the Supreme Court and as reported in 2015 (321) E.L.T. A274 (S.C.), which is enclosed to this opinion as Annexure-6, the Supreme Court dismissed the appeal only on the limited ground that the tax effect in the appeal is only to the extent of Rs.4 Lakhs approximately. Thus, the decision given by the Tribunal in the case of Hi-Tech Computers has not been approved by the Supreme Court on merits. 

13.
A perusal of the above decision in the above case that will show in Paragraph 5 of the order, various parameters that will distinguish a web camera from a digital camera are enumerated. It appears that the Tribunal has fallen into a serious error in considering only peripheral issues for distinguishing a web camera from digital camera. It has failed to consider that the principle involved in the method of functioning of a web camera and digital camera is the same as distinct from a photographic camera classifiable under Chapter 90, where images are captured on a film. In digital cameras as well as web cameras, the image captured is converted into digital format. The Tribunal has not analysed this aspect at all and on the other hand, made some of the observations that are technically not sound. Some of the assumptions made and accepted as contained in Paragraph 5 of the above order are listed below.

“Web Camera neither capture nor record any image (Permanently or temporarily), Hence web camera cannot be used as a stand alone camera for photographic purpose”.

Usage of camera as stand-alone piece is not a requirement for classification under Heading 8525

“Web camera can only be connected to ADP machine through USB port. Web camera cannot work with any other equipment or other machines of any sort”
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Technically this conclusion also is wrong as some of the models and under consideration in the present case itself will clearly show that they are capable of functioning through other USB / Ethernet connections (Polycom®  EagleEyeTM  IV USB Camera as well as  Poly Studio E70)

“The Web camera has a built in cable which eminates from inside This cable cannot be separated from the unit (web camera) this can only be connected to an ADP machine, and not to any other machines”.
USB cable or Ethernet cable can be connected to any other equipment and not only an ADP Machine.

“In web camera there is no LCD display or view finder in a web camera”
Presence of a viewfinder/display is only an option and not a mandatory requirement.

14.
Apart from the above, it is noticed that though reference was made to the HSN Notes and WCO Committee’s Minutes, the Tribunal deliberately chose to discard these to arrive at a conclusion that the web cameras are to be classified only under Heading 84.71.

15.
In this connection, it is to be noted that digital cameras are specifically excluded from the scope of Chapter 84 by virtue of Note 6(D)(iv) to Chapter 84. As a matter of fact, the classification opinion given by the World Customs Organisation and attached as Annexure-2 to this opinion has considered the web camera as falling under Heading 8525 only as a digital camera and referred to the above note for excluding it from Chapter 84.

16.
In addition to the above, as already mentioned, the HSN Explanatory Notes refer to web cameras as examples of cameras falling under Heading 8525. The relevant Explanatory Notes are enclosed to this opinion as Annexure-7.

17.
It is settled legal position that the Explanatory Notes to HSN are to be given due importance in matters of classification under the Customs Tariff. In the case of Collector of Customs, Bombay Vs. Business Forms Ltd., reported in 2002 (142) E.L.T. 18 (S.C.), the Supreme Court has made an observation that the HSN Explanatory Notes are not only of persuasive value but entitle to the greater consideration in classifying goods under Central Excise & Customs Tariff. In this connection, in that judgment, they have also referred to their earlier decision given in the case of Wood Craft Products Limited, where the following observations have been made.
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“Since the Central Excise Tariff Act, 1985 is enacted on the basis and pattern of the HSN, the same expression used in the Act must, as far as practicable, be construed to have the meaning which is expressly given to it in the HSN when there is no indication in the Indian Tariff of a different intention.”

A copy of the decision of the Supreme Court in the case of Business Forms Ltd., is enclosed to this opinion as Annexure-8.

18.
Considering these and in the light of the clear position expounded in the HSN Explanatory Notes as well as the classification opinion given by the World Customs Organisation, web cameras of this nature are to be classified under Heading 8525 and not under 84.71 or 84.73.  

19.
It is noticed that the models of web cameras under reference have audio system and also microphones. Or in other words, these products have different components built into one single product performing different functions. However, the primary function is that of camera and others are subsidiary functions. Considering these and by taking into account the provisions contained in Interpretative Rule 3(b) and Note 3 to Section XVI of the Customs Tariff Schedule, these goods can be classified under Heading 8525 under the category of digital camera based on the primary purpose.

20.
It must be noted that this opinion is only for the four models, for which, information is made available by the querist. In respect of all these four models, the connection is through USB Cable and/or Ethernet Cable. These models do not work with Wi-Fi. Web camera with built in Wi-Fi feature will have transceiver components. In such a case, they will become wireless apparatus functioning on radio transceiver principle and their classification, therefore, can be different. 

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.
