OPINION

I.
QUERIST:

M/s.Lucas TVS Limited,

Padi,

Chennai - 600 050.

II. 
FACTS:
1.
The querist regularly imports controllers for use in Electric Vehicles. These are imported from China. These are used in EV Auto 3 Wheeler/ Garbage Vehicles, etc. 

2.
It is reported that the querist is classifying these goods under Heading 8537 and availing notification benefit in terms of a Notification No.50/2017 (Sl.No.490). In terms of this Serial Number, the duty applicable is 7.5%. 

3.
It is reported that Customs have pointed out through a Pre-Notice Consultation that Sl.No.490 will not apply to goods, if they are intended to be used in automobiles and since in the present case, these are of electric vehicles, concessional duty will not apply. 
III.
QUERY:

1.
In the above context, the querist would like to know whether the stand taken in the customs notice is to be agreed to and whether they should pay the differential duty.
2.
They also want to know whether classification can be changed from Customs Heading 8517 to 8543 or to any other heading. They have referred to two opinions taken by them. One opinion, holding that these controllers are classifiable under Heading 8537 and another opinion holding that they fall under Heading 8543. 
3.
For further clarifications regarding technical aspects of the product, the querist’s Technical Representative came for discussion and explained the function of the product. 
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IV.
OPINION:
1.
In our view, the classifications suggested under Heading 8543 as well as 8537 do not appear to be appropriate. 
2.
It is to be noted that Heading 8543 is to be adopted only based on the function of the product under consideration and when it cannot be classified under any other Chapter Heading of 85 based on its function.
3.
In the present case, by taking into account the function performed by the product under reference, there are other specific headings available in chapter 85 and hence, recourse cannot be taken to Heading 8543.
4.
Heading 8537 is restricted to control panels, basically consisting of electrical apparatus falling under Headings 8535 and 8536. In this regard, the following Explanatory Notes from HSN will be relevant. 
“These consist of an assembly of apparatus of the kind referred to in the two preceding headings (e.g., switches and fuses) on a board, panel, console, etc., or mounted in a cabinet, desk, etc. They usually also incorporate meters, and sometimes also subsidiary apparatus such as transformers, valves, voltage regulators, rheostats or luminous circuit diagrams.

The goods of this heading vary from small switchboards with only a few switches, fuses, etc. (e.g., for lighting installations.) to complex control panels for machine-tools, rolling mills, power stations, radio stations, etc., including assemblies of several of the articles cited in the text of this heading”.

5.
From the information provided, it is clear that these controllers are designed to perform various operations. However, as explained by the Technical Representative of the querist, the principal function of the controller is that of conversion of DC from the battery to AC for running the AC Motor and regulation of the current flow depending upon the speed/movement of the vehicle. Thus, the essential function for this product is conversion of DC to AC and regulation of the current flow.
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6.
Such equipment are covered specifically under Heading 8504 and will come under the category of  ‘Static Converters’. In this connection, the following Explanatory Notes appearing under Heading 8504 will be relevant.

“The apparatus of this group are used to convert electrical energy in order to adapt it for further use. They incorporate converting elements (e.g., valves) of different types. They may also incorporate various auxiliary devices (e.g., transformers, induction coils, resistors, command regulators, etc.). Their operation is based on the principle that the converting elements act alternately as conductors and non-conductors.

The fact that these apparatus often incorporate auxiliary circuits to regulate the voltage of the emerging current does not affect their classification in this group, nor does the fact that they are sometimes referred to as voltage or current regulators.
This group includes :

(A)
Rectifiers by which alternating current (single or polyphase) is converted to 
direct current, generally accompanied by a voltage change.

(B)
Inverters by which direct current is converted to alternating current.

(C)
Alternating current converters and cycle converters by which alternating current (single or polyphase) is converted to a different frequency or voltage.

(D)
Direct current converters by which direct current is converted to a different voltage”.

7.

From the above Explanatory Notes, it can be seen that apparatus incorporating circuits to regulate the voltage of the emerging current will not affect their classification under this heading. 

8.

Therefore, by taking into account the principal function of the product under reference, in our view, the appropriate classification will be under Heading 8504 40 10 as ‘Electric Inverter’. 
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9.

It may be noted that we are purely guided by the appropriate classification of the product under the Tariff Schedule without reference to the current duty rates that may be applicable to the goods under reference. 

10.

We also would like to invite the attention of the querist to a Classification Ruling given by US Trading Commission under Reference NY B86868 dated 17.07.1997 with regard to classification of AC Motor Speed Controllers. The items considered in the above ruling are variable frequency drives that are state of the art electronic motor controls for controlling AC induction motors in many of the different applications, such as, fans, pumps, general industrial applications. In this ruling these controllers were classified under heading 8504404000 of the US Tariff. A copy of the above Ruling is enclosed to this opinion as Annexure. 
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.

