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1. Revenue is in appeal before us aggrieved by and dissatisfied with a

j udgrment and order dated 13.09.2006 passed by the Custons Excise &

Servi ce Tax Appellate Tribunal, South Zone Bench at Bangal ore in Appea

No. C/ 135 of 2005 di'sm ssing an appeal upon an order dated 28.12.2004 by

t he Conmi ssioner of Custons (Appeal s), Bangal ore.

2. The question which falls for our consideration herein is as to whether
not ebook computers (laptop conmputers) are \023CPU with nonitor, nmouse and
keyboard inported together as a set\024 classified under SI. No. 2 of the Table
in Rule 2 of the Conputers (Additional Duty) Rules, 2004 and in terns

wher eof the said goods woul d be subjected toan additional duty of 7%

3. Respondent herein inported some | aptop conputers. Excise duty is
payabl e thereupon. Relying on or on the basis of the purported Entry under
Tariff Item No. 8471 read with Section 33 of the Custons Tariff Act, the
Assessing Authority held that additional tax was inposable thereupon.

4. An order of the Assessing Authority to the said extent has been set
asi de by the Conmi ssioner (Appeals). The appeal filed by the Revenue

before the Tribunal, as noticed hereinbefore, has been dism ssed.

5. M. Mohan Parasaran | earned Additional Solicitor General appearing
on behal f of the appellant, in support of this appeal, inter alia would submt
that the Tribunal committed an error insofar as it failed to'take into

consi deration that the goods in question would not come wi-thin the purview

of the said Rules. It was urged that Entry 8471 of the Tariff framed in terns
of the Custons Tariff Act enconpasses within its fol d desktops and | aptops.

A laptop being a conputer which has all the attributes of desktop is

amenabl e to excise duty.

6. M. MP. Devanath, |earned counsel appearing on behal f ‘of the
respondents, on the other hand, would submt that desktops and | aptops are
known differently in the market. |In any event, having regard to the object

and purport of the levy of additional duty, a CPUwth its accessories in a set
does not answer the description of a laptop or a notebook. Qur attention- in
this behalf has been drawn to sone literature.

7. The Custons Tariff Act was enacted to consolidate and anmend the

law relating to Custons Duties. Section 3 of the Act provides for |evy of
additional duty equal to excise duty; sub-sections (3) and (4) whereof read as
under :

\023(3) If the Central Governnent is satisfied that it is

necessary in the public interest to | evy on any

i mported article [whether on such article duty is

| evi abl e under sub-section (1) or not] such

addi ti onal duty as woul d counter-bal ance the

exci se duty leviable on any raw materi al s,

conponents and ingredients of the sanme nature as,

or simlar to those, used in the production or

manuf acture of such article, it may, by notification

inthe Oficial Gazette, direct that such inported
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article shall, in addition, be liable to an additiona
duty representing such portion of the excise duty
| evi abl e on such raw materials, conponents and
ingredients as, in either case, nay be deterni ned
by rules made by the Central Government in this
behal f.

(4) In naking any rules for the purposes of sub-
section (3), the Central Governnent shall have
regard to the average quantum of the excise duty
payabl e on the raw materials, components or

i ngredients used in the production or manufacture
of such like article.\024

8. The purpose of |evying an additional duty is absolutely clear and
unanbi guous. It is to protect the domestic manufacturers. It provides for a
level playing field. ~Entry 8471 of Chapter 84 of the Schedul e appended to

the said Act inter alia provides for \02lautomatic data processing machi nes and
units thereof. The relevant entries are as under

\ 0238471 ‘30

Portabl e digital automatic data
processi ng machi nes, wei ghing not
nore than 10 kg, consisting of at

| east a central processing unit, a
keyboard and a di spl ay:

8471 30 10

Per sonal comput er

8471 30 90

O her

O her digital automatic data
processi ng machi nes:

8471 41

Conprising in the sane housi ng at

| east a central processing unit and an
i nput and output unit, whether or not
conbi ned :

8471 41 10

M cro conput er

8471 41 20

Large or main frame conputer

8471 41 90

O her

8471 49 00

O her, presented in the form of
systens

8471 50 00

Di gital processing units other than
those of sub-headi ngs 8471 41 or

8471 49, whether or not containing in
the same housing one or two of the
following types of unit: storage units,
input units, output units

8471 60
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| nput or output units, whether or not
containing storage units in the sane
housi ng:

8471 60 10

Conbi ned i nput or out put units

* % %

* k%

8471 60 30

Moni t or
8471 60 40
Keyboar d
8471 60 50
Scanner's
8471 60 60
Mouse

8471 60 90

O her\ 024

9. The Central Governnent in exercise of the powers conferred upon it
by Sub-section (3) read with Sub-section (4) of Section 3 of the Custons
Tariff Act made rules known as Conmputers (Additional Duty) Rules, 2004,
Rul e 2 whereof reads as under

\0232. Levy of additional duty.- The Central Government,
havi ng regard to the average quantum of duty of excise

| evi abl e under the First Schedule to the Central Excise
Tariff Act, 1985 (5 of 1986), on nonitor, notherboard,

key board, mpuse, and other parts and components used

in the manufacture of the conputers which are exenpt
fromwhol e of the duty of excise |eviable thereon under
the First Schedule to the said Central Excise Tariff Act,
specifies that the additional duty |eviable under sub-
section (3) of section 3 of the said Custons Tariff Act
shall be equal to the rates specified in colum (3) of the
Tabl e below in respect of the goods, when inported into
India, specified in corresponding entry in colum (2) of
the said Table and falling within heading 8471 of the
First Schedule to the said Custons Tariff Act, nanely:-
Tabl e

S. No.

Description of goods

Addi ti ona

duty rate

(1)

(2)

(3)

1

Central processing unit (CPU)

6% ad

val orem

2.

CPU with nonitor, nouse and key

board, inported together as a set;

but not including CPU inported

separately and input or output

devi ces or accessories such as

noni tor, key board, nouse,

nodem uni nterrupted power

supply system or web canera
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i nported separately.
7% ad
val or em
Expl anation .- For the purpose of this notification,
\ 023conput er\ 024 shall include central processing unit (CPU)
i nported separately; or CPUw th nonitor, mpouse and
key board, inported together as a set; but shall not
i nclude input or output devices or accessories such as
noni tor, key board, nouse, nodem uninterrupted power
supply system or web canera inported separately.\024

10. A bare perusal of the aforenmentioned provision would clearly go to
show that |evy of 7% ad val orem additional duty is provided having regard

to the average quantum of duty of excise |leviable under the First Schedule to
the Central Excise Tariff Act on nonitor, notherboard, key board, npuse

and other parts and conponents used in the manufacture of the conputers.

11. The traditional desktops, computers and nonitors are known
differently in comrercial parlance. A desktop conputer is a conbination of

a CPUwith nmonitor, nouse and key board inported together as a set. What

is, thus, covered by the above is a set of items brought together and capable
of being put together to nake a conputer. A notebook conputer, on the

ot her hand, conmes in an-integrated and i nseparable form It is, as such, not a
conbi nati on of CPU, Mnitor, nouse and key board. A set although in

view of the dictionary meani ng may nean a conpl ete apparatus but it shoul d
consi st of nmore than one item each conplenenting the work of another and
retaining their individual identity all the time. Wereas a desktop conputer
conprising of a CPUw th all the aforenenti oned accessories do not lose its

i ndi vidual identifies and not only are narketable as separate itens but are
al so used separately, ‘a | aptop conputer cannot be said to be a set of the said
parts.

12. Furthernore, what would be the nethod of determ nation of duty

when the goods inported consisted of set of articles is contained in Section
19 of the Custons Act which reads, thus:

\023Section 19 - Determ nation of duty where goods

consist of articles liable to different rates of duty

Except as otherwi se provided in any law for the

time being in force, where goods consist of a set of

articles, duty shall be calculated as follows :\027

(a) articles liable to duty with reference to quantity

shal | be chargeable to that duty ;

(b) articles liable to duty with reference to val ue

shall, if they are liable to duty at the sane rate, be

chargeable to duty at that rate, and if they are

liable to duty at different rates, be chargeable to

duty at the hi ghest of such rates ;

(c) articles not liable to duty shall be chargeable to

duty at the rate at which articles liable to duty with

reference to value are |iable under clause (b)

Provi ded that,\ 027

(a) accessories of, and spare parts or nmintenance

and repairing inplenments for, any article which

satisfy the conditions specified in the rules nade in

this behal f shall be chargeable at the same rate of

duty as that article;

(b) if the inporter produces evidence to the

sati sfaction of the proper officer regarding the

val ue of any of the articles liable to different rates

of duty, such article shall be chargeable to duty

separately at the rate applicable to it.\024

13. The | earned counsel for the parties have placed before us
specifications of the types of conputers inmported by the respondent in order
to show that they are known differently. Laptop is defined in WKkipedia as
under :

\023A | aptop computer, or sinmply laptop (also
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not ebook conputer or notebook), is a small nobile
conput er, which usually wei ghs 2.2-18 pounds (1-
6 kilograns), depending on size, naterials, and
ot her factors.

Laptops usually run on a single main battery or
froman external AC/ DC adapter which can charge
the battery while al so supplying power to the
conputer itself. Many conputers al so have a 3volt
cell to run the clock and other processes in the
event of a power failure.

As personal conputers, |aptops are capable of the
same tasks as a desktop computer, although they
are typically less powerful for the sane price
They contain conponents that are simlar to their
desktop counterparts and performthe sane
functions, but are niniaturized and optinized for
nobi | e use and effici ent power consunption

Lapt ops usual | y ‘have liquid crystal displays and
nost of themuse different nenory nodul es for
their random access nenory (RAM, for instance,
SODMMin lieu of the larger DIMVs. I n

addition to a built-in keyboard, they may utilize a
touchpad (al so known as a trackpad) or a pointing
stick for input, though an external keyboard or
nouse can usually be attached.\024

14. The | earned Additional Solicitor General would subnmit that the said
description of a laptop would clearly go to show that for the purpose of
classification there is not nuch-difference between a | aptop and a deskt op.
From WKki pedia itself, it appears that a desktop computer is described as
under :

\ 023A desktop conputer is a conmputer nade for use
on a desk in an office or hone _and is distinguished
from portabl e conputers such as | aptops or PDAs.
Desktop conputers are al so known as

m croconputers. There are four types of desktop
conputers: hone conputers, or persona

conput ers; workstations, Internet servers, and
speci al communi cati ons conputers.

Desktops are currently the nost affordable

conput ers and ubi quitous in businesses, schools,
and househol ds; they are used for performng

of fice tasks, organizing digital photos, video
editing, and Internet access. Nearly all desktop
conputers are nodul ar, with conponents that can
easily be repl aced or upgraded.

Desktop conputers cone in a variety of case styles
ranging fromlarge vertical towers to snall form
factor nodels that can be tucked behind an LCD
noni t or.

Deskt op conputers are comonly connected to a
power strip.\024

15. From what has been noticed hereinbefore, it would appear that a
mcro conputer is also known as a desktop conputer. Mcro conmputer is
specifically mentioned in Entry 8471 41 10 as an item separate to the other
items. Entry 8471 30 0, however, speaks of personal conputer. W have
noti ced hereinbefore, that nonitor, key boards, scanners, npuse, etc. have
been cl assified separately.

16. It is, thus, evident that in comobn parlance a desktop or a mcro
conputer is different froma |laptop or PDA. The distinction between a

| apt op and a desktop conputer would further be evident fromthe history of
W ki pedia wherein inter alia it is stated:
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\ 023Lapt ops’ upgradeability is severely Iimted, both
for technical and economic reasons. As of 2006,
there is no industry-wi de standard form factor for

| apt ops. Each mmjor |aptop vendor pursues its own
proprietary design and construction, with the result
that |laptops are difficult to upgrade and exhi bit
high repair costs. Wth few exceptions, |aptop
conponents can rarely be swapped between

| apt ops of competing manufacturers, or even

bet ween [ aptops fromthe different product-lines of
the sanme manufacturer. Standard feature

peri pherals (such as audi o, video, USB, 1394,

WFi, Bluetooth) are generally integrated on the
mai n PCB (not herboard), and thus upgrades often
require using external ports, card slots, or wreless
peri pherals. Qher conponents, such as RAM

nmodul es, hard drives, and batteries are typically
user - upgr adeabl e:

Many | apt ops have renpvabl e CPUs, although

support flor-other CPUs is restricted to the specific
nodel s supported by the | aptop notherboard. The
socketed CPUs are perhaps for the manufacturer’s
conveni ence, rather than the end-user, as few

manuf acturers try new CPUs in | ast year’s |aptop
nodel with an eye toward selling upgrades rather
than new | aptops. |In nany other |aptops, the CPU

i s sol dered and non-repl aceabl e. [7]

Many | aptops al so include an internal M ni PCl

slot, often occupied by a WFi or Bluetooth card,
but as with the CPU, the internal slot is often
restricted in the range of cards that can be
installed. The wi despread adoption of USB

mtigates I/O connectivity to a great degree,

al t hough the user nust carry the USB peripheral as
a separate item

NVi di a and ATl have proposed a standardized
interface for |aptop GPU upgrades (such as an

MXM, but again, choices are limted conpared to
the desktop PCle/ AGP after-narket.\024

17. We have referred to w ki pedia, as the | earned counsel for the parties
relied thereupon. It is an online encyclopaedia and information can be
entered therein by any person and as such it may not be authentic.

However, it is not disputed that a |laptop and a desktop is differently
known in commrercial parlance.

Furthernore, we are required to determine this issue on interpretation
of the relevant entries contained in the schedul e of Custons Tariff Act.
18. We, therefore, are of the opinion that the Tribunal cannot be said to
have commtted any error in opining:
\ 023\ 005Hence the two itens are totally different
t hough capabl e of perform ng same or simlar
functions, but one cannot be nistaken for the
ot her\ 005\ 024

19. We nmay notice that a | earned Single Judge of the Bonbay H gh Court
in Godrej Soaps Private Linmted v. A K Bandyopadhyay and others [1981
ELT 555 (Bom)] in a case involving inmport of animl conpound feed
consi sting of several ingredients held as under

\02312. Now Section 19 of the Customs Act speaks of

a case where goods consist of "set of articles”. In

the present case, the goods viz. the anim

conpound feed does not consist of a set of articles

for, as stated above, there is only one identifiable

article viz. animal conpound feed. In order to

attract the provisions of Section 19 there nust be a
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col lection of articles or otherwi se there nmust be a
coll ection or aggregation of two or nore individua
and severally indentifiable articles, which is not
the case here. In the present case, the goods are
made up of several ingredients, which have all | ost
their indentities and have becone inseparabl e even
by common processes, and have in fact energed as

a single marketabl e product. Section 19 of the
Custons Act has, therefore, no application

what soever, and if this is the position, then there is
no question of holding that it conmes within the
conpass of Item No. 19 of the Indian Custons and
Central Excise Tariff.

13. | may here add that in interpreting Section 19
of the Custons Act along with Item No. 19 of the

I ndi an Custons and Central Excise Tariff, the
Respondents pressed into service the two
notifications referred to in the inpugned orders
and it ‘was strenuously contended by the

Respondent st hat on construi ng these notifications,
it must be held that the goods in question were
covered under Section 19 of the Custons Act and
cane within the scope of Item No. 19 of the Indian
Customs and Central ‘Excise Tariff. Odinarily, I
woul d have dealt wi'th this argunment of the
Respondents in detail, but M. Taraporwal a, the

| earned Counsel for the Petitioners pointed out that
the said notifications applied to I'tem No. 21 of the
I ndi an Customs and Central Excise Tariff and the

| anguage thereof could not be stretched to interpret
ei ther Section 19 of the Custons Act or |tem No.

19 of the Indian Custons and Central Excise

Tariff. M. Taraporwala s contention was and is in
order and | accept the sane. In view of this, it is
not necessary for ne to deal with the said
argunent .\ 024

20. We, therefore, are of the opinion that a | aptop or a notebook being an
integrated item cannot be said to be a set of a CPU with nonitor, nouse and
key board.

21. Furthernore, the Conputers (Additional Duty) Rules, 2004 is a taxing
statute. It required to be construed strictly. [See Manish Maheshwari v.
Asstt. Conmi ssioner of Income Tax and Anr. 2007 (3) SCALE 627 and

Sout hern Petrochem cal Industries Co. Ltd. v. Electricity |Inspector and
E.T.1.0 and Os., 2007 (7) SCALE 392]. So-construed, we are of the

opi nion, that the interpretation by the Tribunal isin consonance with the

af orementioned rules of interpretation.

22. For the reasons aforementioned, there i'sino nerit in this appeal which
is dismssed accordingly. No costs.




