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Date: May 05, 2025           

 

The Manager,       The Manager, 

Listing Department,       Listing Department, 

National Stock Exchange of India Ltd    BSE Ltd. 

"Exchange Plaza", C-1, Block – G    Phiroze Jeejeebhoy Towers,  

Bandra – Kurla Complex,     Dalal Street, Fort,  

Bandra (E), Mumbai – 400051,      Mumbai – 400001, 

India.         India. 

Symbol: HITECHGEAR      Scrip Code: 522073 

 

Subject: Disclosure under Regulation 30 read with Schedule III of Securities and Exchange Board of India 

(Listing Obligations and Disclosure Requirements) Regulations, 2015 (‘SEBI (LODR) Regulations, 2015’). 

 

Dear Sir / Madam, 

 

We wish to inform that pursuant to the provisions of Regulation 30 read with Schedule III of SEBI (LODR) 

Regulations, 2015, the Company has received an order passed in favor of the Company by the Commissioner 

(Appeals) CGST, Central Excise and Customs, Jaipur pursuant to Section 107 of CGST Act, 2017 stating the fact that:  

 

“There is no infirmity in classification of forged products under HSN 7326, therefore, the demand confirmed along 

with interest under the impugned order is not sustainable and liable to be dropped.” 

 

Additional details required pursuant to the SEBI (LODR) Regulations, 2015 read with SEBI Circular No. 

SEBI/HO/CFD/CFD-PoD1/P/CIR/2023/123 dated July 13, 2023, are enclosed as Annexure A along with order copy. 

 

The above information is received on May 05, 2025, at 03:01 P.M. 

 

You are kindly requested to take the above information on record and oblige. 

 

Thanking You, 

Yours Faithfully, 

For The Hi-Tech Gears Limited 

 

 

 

Naveen Jain 

Company Secretary & Compliance Officer 

M. No: A15237 

Encl: as above 
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Annexure- A 

Details under Regulation 30 of the SEBI (LODR) Regulations, 2015 read along with SEBI Circular SEBI 

Circular No. SEBI/HO/CFD/CFD-PoD-1/P/CIR/2023/123 dated 13th July 2023. 

 

S.No. Particulars Details 

1. Name of the Authority 
Officer of the Commissioner (Appeals) CGST, Central 

Excise and Customs, Jaipur 

2. 
Nature and details of the action(s) 

taken, initiated or order (s) passed  

The aforesaid order has been passed u/s 107 of CGST Act, 

2017 

3. 

Date of receipt of direction or order, 

including any ad-interim or interim 

orders, or any other communication 

from the authority 

May 05, 2025 at 03:10 P.M. 

4. 

Details of the violations(s)/ 

contravention(s) committed or alleged 

to be committed  

Demand order raised on the Company on account of claim of 

input tax credit. 

 

5. 

Impact on financial, operation or other 

activities of the listed entity, 

quantifiable in monetary terms to the 

extent possible  

There is no impact on financials, operations or other activities 

of the Company. 
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OFFICE OF THE COMMISSIONER (APPEALS) 

~ufl~,fit), ~~~~~~-~ 
CGST, CENTRAL EXCISE AND CUSTOMS, JAIPUR 

Cf<l ~ <luR<! ~.~~ . .ft-~. WllF-~oxoo~ ~> 
NEW CE.'-""IRAL REVENUE BUILDL'-/G, STATUE CTRCLE, C-SCHE.'\o!E, JAIPUR-302005 (RAJ.) 

fllsw£_; (0141) 2385235; Email: ~l@,,,diffmai.l.con, Website: cgstappealsjaipur.gov.in 

C.No. APPL/JPR/CGST/AL/560/111/2023/ :Z /.J / 
DIN NO. 20250463RW000000ASDS 

Date ;2-z".4.2025 

w 

ORDER-IN-APPEAL No.02 (GS)CGST/JPR/2025 

PASSED BY GAU RAV SINHA, COMMISSIONER (APPEALS) 
CENTRAL GOODS AND SERVICE TAX, JAIPUR 

fflmT ~&RT i:nfuf .~~~~ (~ '3flW@"' 

'3qi@~ 3mf ~ / Arising out of the following Order-in-Original-

Jfi:fmaj"&TT/ ~ ~I ~ ~ aj"&TT JfR ~ I 
/.<:!. Appea l No ii:~ ."Q:l.J!R Appellant ~~~ Respondent 

S.No (APPL/JPR/C I 

I/ 
3fi:fm cl5'r 11<1\ / 

GST/- Appeal ARN Order In Origina l 
No. No.& Date 

1 APPL/JPR/CGST/ -..... / M/s The Hi-Tech Gears Order-in-Original No The Additional 
AL/560/111/2024 

Limited, A-589, C-588, ALW-GST-Addl. Commissioner, 
SP-146A, RIICO Commr. 25/2023- CGST 

INDUSTRIAL AREA, 24dated Commissioner 
BHIWADI, Alwar, 19.12.2023/DRC- ate, Alwar 

Rajasthan, 301019 07(Ref No.) -
GST No. ZD08122310492SJ 

08AAACH0156K1ZP dated 30.12.2023 

1. This Order-In-Appeal is issued in terms of Section 107 of Central Goods and Service Tax 

Act, 2017 . 

c!Q JfqR'f 3mf @~ JfR' ~ ~ ,2017 cl5T <./RT 107 ¢ ~ "GfRt fcl;"<TT Tf<TT%1 
2. The copy of this Order-in-Appeal is granted free of charge for the private use of the 

person to whom it is issued. 

~ 3mf cl5'r~Wcl~cx:rm¢~¢fctl1:f.'r:W<P cft"Gllclt% ltra"G!Rt fcl;-<TT TfcfT i 
3. Any appeal or application against this Order-In-Appeal can be filed before Goods and 

Service Tax Appellate Tribunal (GSTAT) in terms of Section 112 of Central Goods and 

Service Tax Act, 2017 read with Rule 110 and 111 of the Central Goods and Service Tax 

Rules, 2017 and removal of difficulty Order No 09/2019-Central Tax dated 03.12.2019. 

~ ~ ,3mf ¢~~ 1-JT 3fi::fm<JT ~@~ JITT'~ ~ ,2017 

cl5T <./RT 112 ~@~ JITT'~~ ,2017 ¢f.'[<TR 110 ~([ZIT~~ 111 

~ cfiB ~ tJJffif 3mf ~ 09/2019-~ W<P ~ 03.12.2019 ¢ ~ ~ JfR' 
~ ~~¢~~GJ[Rfcl;-<TT ~~% I 



4. This order is beir.g issued in exercise of the powers conferred upon the 

undersigned in terrns of the provisions contained under sub-section (11) of 

Section 107 of the C_entral Goods and Services Tax Act, 2017 (hereinafter also 

referred to as "th'e, CGST Act, 2017") which is applicable to the Integrated 

Goods and Services Tax Act, 2017 (hereinafter also referred to as "the IGST 

Act, 2017") in terrr/s of provisions contained under Section 20 of the Integrated 

Goods and Services Tax Act, 2017 as well as under Section 107(11) of the 

Rajasthan Goods arid Services Tax Act, 2017 (hereinafter also referred to as 

"the RGST Act, :?.017") read with Section 6 of the Rajasthan Goods and 

Services Tax Act, 2017. Further, as all the provisions of Central Goods and 

Services Tax laws :i nd Rajasthan Goods and Services Tax laws are identical, 

therefore, for the sake of brevity, in this order, any quote, reference and/or 

invocation of any provisions of Central Goods and Services Tax Act, 2017 and/or 

Central Goods and Service Tax Rules, 2017 (hereinafter also referred to as 

"the CGST Rules ,! '2017") shall be deemed to be read and understood as 

quoting/referring to\ : or invocation of, corresponding provisions of Rajasthan 

Goods and Services Tax Act, 2017 and/or Rajasthan Goods and Services Tax 

Rules, 2017 (hereinafter also referred to as "the RGST Rules, 2017"). 

5. This appeal has be( n filed under Section 107 of the Central Goods and Service 

Tax Act, 2017 by ·M/s The Hi-Tech Gears Limited, A-589, C-588, SP-146A, 

RIICO INDUSTRIAL AREA, BHIWADI, Alwar, Rajasthan, 301019 having GST 

No. 08AAACH015e\1<1ZP (hereinafter referred to as "the appellant" or "the 

appellant" or "M/s f HGL" also), against Order-in-Original No ALW-GST-Addl. 

Commr. 25/2023-24.dated 19.12.2023/DRC-07(Ref No.) - ZD081223104925J 

dated 30.12.20)!3 passed by the Additional Commissioner, CGST 

Commissionerate, :c.iwar (hereinafter also referred to as ''the Adjudicating 

Authority" or "the Proper Officer" or" the respondent " also). 

6. BRIEF FACTS OF 'fHE CASE:-

6 .1 The Hi-Tech Gears. Limited, is a listed Company engaged in manufacturing of 
; · 

Gears, Transmissia:r Shafts including Main Shaft since 1987. THGL is an Auto 

Ancillary Unit supplying the automobile components to various Original 

Equipment Manufa?,l:urers (OEMs) engaged in manufacturing of Two-Wheeler, 

Medium & Heavy Cprnmercial Vehicles, Tractor, Off Road Vehicles etc. 

6.2 An intelligence wa~~9athered that Mis The Hi-Tech Gears Limited , Bhiwadi were 

engaged in manuf& ture and supply of some goods by classifying them under 

HSN 7326 as forged goods on payment of GST @ 18%. However, the said 

forged goods apJieared to be classifiable under HSN 8483 as being 

Transmission shaft!,1 (including cam shafts and crank shafts) and cranks and 

gears under HSN :5714 leviable to GST @ 28% as they were doing further 

processes on the fo1·!~ed goods in their factory. 
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6.3 Acting upon the said. intelligence, an inspection under Section 67(1) of the CGST 

Act, 2017 was condi'.icted at the factory premises of appellant on 12-13/10/2021 . 

During inspection ¢>f the factory, it was noticed that various machines were 

installed to carry out.the manufacturing processes on forged goods and details of 

the manufacturing ;process explained by Sh. Rajkumar, Authorized signatory 

were described with photos of machines and processes were recorded in the 

panchnama dated 12-13/10/2021 and these processes were as under:-

(a) Forging 
(b) Sew/Cutting/..T'rimming 
(c) Hardening 
(d) Tempering . 
(e) Shot Blasting 
(f) Grinding 
(g) Ultra Sonic Scanning 
(h) Coining and Stamping 
It therefore appeared that they were doing Forging but then these forged parts 

were undergoing many processes as mentioned above which clearly disqualified these 
goods for classification unijer HSN 7326. 

6.4 Statement of Shri Hajkumar, Authorised Signatory of M/s The Hi-Tech Gears 
Limited, Bhiwadi were recorded on 13.10.2021 during the course of inspection 
wherein he interalia; stated that:-

(i) Mis. The Hi-Tech Gears Limited, Bhiwadi, is engaged in the manufacturing of 
Crank Shaft, Main Shaft, Transmission Shaft and Gears for automobiles and their 
main supplies is to,' 'vl/s Hero Motocorp Ltd., and also stock transfer to Mis The 
Hi-tech Gears Ltd iManesar) Haryana. Further, he stated that the goods being 
cleared by them we!re classified under HSN 8714, 8708, 8409, 8483, 7326 etc. of 
the Customs Tariff .~.ct. 1975. 

(ii) Their main rav/ material is Alloy and Carbon Steel Bars that they purchase 
from various suppliers. He further stated that their main supplies were to Mis 
Hero Motocorp Lt~ .. and also stock transfer to Mis The Hi-tech Gears Ltd 
(Manesar), Haryaria 

(iii) In their plant at A-589, C-588, there are two sheds, in one shed hot forging is 
being done wherez,s in the other shed cold forging & machining is being done. In 
the premises SJ•>L-146A there is separate manufacturing process for 
Transmission sha~. Gear for Commercial Vehicles and Tractors. 

(iv) On being asked about the manufacturing process undertaken in the hot 
forging shed agafnst the goods cleared under HSN 7326 along with the 
description of the machines used for each process in the shed, he stated that 
following process at€ being undertaken along with the description of the machine 
used for the proc~ss for the goods cleared under HSN 7326:-

(a) Forging Machine:- It is a first process where small pieces of uniform size 
of Alloy Bars a1\, put into the Forging Machine/induction furnace and Forging 
process was c~rried out through these machines by heating of the billet at 
very high tem~erature of 1200* C. Thereafter, the Forged metal pieces are 
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received throug\i the above process and moved forward to the machine in 
sequence for fu:":her process. 

(b) Sew/Cuttin!}/Trimming Machine:- The forged metal pieces goes through 
this process to ·;~move the excess material/ flash and after that the trimmed 
pieces are collet ted in trollies to send for further process. 
(c) Hardening ~J.achine:- The trimmed metal pieces collected after going 
through forging.: •8utting-Trimming steps undergo hardening process. Due to 
very high temperature at forging process the forged metal pieces become 
fragile in nature Due to this these metal pieces further undergo Hardening 
process to re-ob,tain the metallurgical properties lost in the forging process. 

(d) Tempering ~4achine:- After the Hardening process the metal pieces go 
through tempering process that relieves the internal stresses and regulate the 
hardness and to';j ghness. 

(e) Shot Blastin1r- The metal pieces obtained from the Tempering Machine 
were going thrc1•.;gh the Shot Blasting Machine to clean the surface of the 
part and polish/~trengthen the part. 

(f) Grinding Ma¢hine:- For smoothening of the peripheral of the metal part, 
the Grinding prc;·~ess was being carried out on it. 

(g) Ultra Sonici : Scanning:- After going through the above mentioned 
processes the n',etal pieces were going for final check. For this the Ultra Sonic 
Scanning was bBing done on the parts for crack detection, if any 

(h) Coining and'.; :Stamping:- After the above all processes, a final stamp was 
embossed on the item confirming ultrasonic scanning of the part. 

(v) The resultant prqduct obtained from the above all processes is being cleared 
to their another un~ i.e. Mis Hi-Tech Gears Limited, Manesar under HSN 7326 
after payment of GST @ 18% for further machining processes. 

\ . , 
~ 

(vi) On being asked about the manufacturing process undertaken in the Cold 
Forging Shed agzjiilst the goods cleared under HSN 7326 along with the 
description of the i'nachines used for each process in the shed, he stated that 
following process a;,:i undertaken along with the description of the machine used 
for the process. ' 

(a) Phosphating:- He stated that they buy forged main shaft from external 
vendors which , first undergo Phosphating process which creates surface 
lubrication for rri_ciking it suitable for extrusion process. 

(b) Cold Forging/Extrusion:- After Phosphating process the main shaft 
undergo the extr~sion process wherein length of the main shaft increases and 
grooving on main shaft is also carried out. 

(vii) On being asked, he stated that the resultant product obtained from Extrusion 
process is cleare& to their own Unit i.e. M/s Hi-Tech Gears Limited, Manesar 
under HSN 7326 arid on payment of 18% GST as forged component. 

r1 ~ 

(viii) On being asked that M/s. The Hi-Tech Gear~ Limited has classified the parts 
cleared to their M?nesar Unit under HSN 7326 whereas further processing has 

·h'. 



been made on the_ part therefore, the same did not appear to fall under HSN 
7326, he stated that as per the technical inputs and our understanding above 
processes are the i:;jart of forging only hence classified under HSN 7326. 

(ix) On being aske'd, he submitted the manufacturing process of the items 
cleared under HSN. 7326 along with process flow chart and details of the 
clearance made un:jer HSN 7326 during the Period 01.07.2017 to 31.12.2018. 

(x) He also subnidted a letter dated 13.10.2021 intimating that they have 
deposited Rs 75 Lads in cash vide DRC 03 dated 13.10.2021. 

6.5 Summon dated 29.12.2021 was issued to the appellant to appear on 
11.01.2022. Howe•,~r. the appellant in compliance to the above summon 
submitted details of forged items cleared under CTH 7326 for the period from 
Dec, 2017 to Dec, 2018 and sought 30 days time for personal appearance. 

6.6 Further, letter was issued to the appellant on 20.09.2022 to seek the details of 
the goods cleared· 1Jnder HSN 7326 and appellant was requested to pay the 
differential GST on1 such goods. The appellant in compliance of the said letter 
submitted a detailEid reply vide its letter dated 07.10.2022 wherein they have 
submitted that:- ' 

6.6.1 That, they h~ve already apprised the department about the material facts 
of the caseHsuch as manufacturing process of various products, their 
multiple sta0Eis of production under different processes and company's 
understandi(!~J about the applicability of HSN Code at different stages. 
Based on the said understanding it was urged that the HSN classification 
undertaken by the company is correct and that also the tax based on the 
said classifioation was correctly paid by the company. They have made 
following submissions: 

6.6.2 The Compahy has installed its manufacturing facilities at Bhiwadi in 
Rajasthan and IMT Manesar in Haryana and having itself registered under 
Two differen:t GST of Rajasthan and Haryana. 

Plant -1 

Plant-2 

Plant-3 

i :situated at Bhiwadi - Plot No. A-589 & C-588: 

;_ Having Forging and Machining Facility since 1987 

·• Situated at Bhiwadi - Plot Ne. SPL-146A: 
t,: 
:: Having Machining Facility only since 2011 
l' .\ Situated at IMT Manesar - Plat No. 24, 25, 26, Sector-7 -
, Having Machining Facility only since 2005 
l 

6.6.3 The appellafit has obtained Technical Know-how to make Transmission 
Shafts and '< Gears which are used in Two-Wheeler Motor Vehicles 
manufactured by Hero Motocorp Limited (HMCL). THGL has also installed 
in-house DiE! Manufacturing Shop (DMS) for all these types of 
components i For developing forged components, the company primarily 
utilizes two ;processes, one being HOT FORGING and another being 
COLD FOR(liJNG for making the Gears and Transmission Shafts. 

6.6.4 Hot Forged components involve mainly following process: 
• Billet Cutli~g from Alloy Steel Bar and Billet Heating 

--- -------



• Pre-Form,i1,1g and Finish Forming 
• Trimming, • 
• Heat Treatment i.e., Hardening 
• Tempering Process 
• Shot Blasting and Grinding 
• lnspectio~ 

", 
·1 

6.6.5 After all thesk processes the unfinished/semi-finished components of final 
products i.e.,Crank Shafts, Gears, Shafts are sent from Plant -1 Situated 
at Bhiwadi (f¼·ajasthan) to Plant 3 situated at IMT Manesar (Haryana) for 
further Mact1ining Process. Till the time these unfinished/semi-finished 
componentSS:C:1re sent from Bhiwadi Plant to Manesar Plant, no machining 
process is b?ihg carried out on these components. The components in the 
present form· cannot be utilized by the client i.e. , HMCL for their desired 
use in the Automobiles neither are they capable of any desired use as 
automobile parts and components and it is a mere pre-formed billet of 
steel without'.any characteristic of a gear/transmission shaft. 

6.6.6. Following M~chining activities are performed at the Components, based 
on specific product use & requirement, at the Manesar Plant: -

, t 
a. Facing & Gentering 
b. Finish Turning 1 & 2 (Based on faces) 
c. U- Drilling :J 
d. Deburring' 
e. Keyway fvl \lling / Cylindrical Grinding 
f. Hobbing ,, 
g. Spline Rc;)lling 
h. Gun Drillihg 
i. Case Cai:6urizing 
j. Shot Blasting 
k. Laser Marking 
I. Straightening 
m. Annealing; 
n. Grinding 
o. Final Inspection 
p. Packing ~ Dispatch 

After all thesJ processes the final component gets ready and thereafter 
supplied to M~/ICL and only after these processes a product manufactured 
by the comP,any can be used as a transmission shaft/gear. It is again 
submitted th+t without these processes there is a mere forged/pre-formed 
billet which 'is of no desired use. 

·'.~ I 

6.6.7 During the Cold Forging Process the Company receives the Cold Forged 
Component ''{shaft's billet) from vendor who sends the unfinished/semi­
finished shafy;component's billet directly to the company. Thereafter, the 
following protesses are carried out on such component before machining 
process(es): -· 

• Phosphat\r:1g 
• Spline Extrusion (longing process - billet size is increased) 

6.6.8 That after these processes are complete, the components are finally 
inspected a~d thereafter sent to the Manesar Plant for the purpose of 



j .. 
Machining & Heat Treatment. At this stage of Cold Forging the 
components -cannot be used in their final use and it is only after the 
Machining &,Heat Treatment processes are completed at Manesar plant, 
they are sen\ to HMCL. During the Machining following further processes 
are performed at the Manesar Plant: 

a. Facing & Centering 
b. Turning 
C. Grooving 
d. Hobbing 
e. Heat Treatment 
f. Shot Blasting 

~ g. Hard Grinding/Hard Turning, if required 
i 
,, h. Inspection 
• ' ,. i. Final Inspection 

\ 
j. Packing & Dispatch 

,, 

6.6.9 That THGL Bhiwadi plant is dispatching such Forged components (before 
machining process) under HSN Code 73261910 and 73261990 by 
applying 18% ,of IGST based on the understanding that these components 
are not suitc)ble for end use as per desired operations in the present 
forged state iand are therefore, classified in "Other Articles of iron and 
Steel" only under Heading 7326. 

6.6.10 The Explanatory Notes to Heading 7326 makes it clear that some further 
processes ~ay be allowed after forging to be classifiable under this 
heading. The, Explanatory Notes read as under: -

Removal of bbrrs, runouts and other stamping defects by rough burring; 
grinding, harnmering, chiseling or filling; removal of annealing by acid 
dipping; sim'pie sand-blasting; roughing or rough bleaching and other 
operations in.tended exclusively to detect flaws in the metal; application of 
rough coatings of graphite, oil , tar, red lead or similar products, clearly 
intended to (>rotect the subjects against rust or other types of oxidation; 
stamping, p,unching, printing, etc., with simple inscriptions, such as 
trademarks. ·, 

J: 
6.6.11 That, as regdrds to classification of the goods supplied from Bhiwadi Plant 

to the Manesar Plant under HSN Code 8409, 8483 or 8708; they have 
submit that the said classification is not applicable in the present case as 
till the point \of time goods are at Bhiwadi Plant they are not capable of 
intended us!;! and are rather a pre-formed forged billet of steel which do 
not have ani 'property of being a gear or shaft and therefore are correctly 
classified by: ~s under heading 7326.Therefore, in any case all the items 
which are sh!3°fts, gears and gearings etc. are classifiable under HSN 8483 
rather than :!thy other heading as this heading specifically covers these 
items. However, it is again urged that the said classification is also for the 
finally proce~sed items which are capable of being use for the desired 
purpose of the goods under the said heading 8483. Till the point of time 
such goods :are not capable of use for their desired purposes, by way of 
machining processes which create teeth into the billet; the goods are 
nothing but a simple steel billet classifiable under heading 7326. 
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6.6.12 That, in ret;pect of the same, month wise details of the semi­
finished/unfi~ished components for the period 01.07.2017 to 31.12.2018, 
which are cl?.ared by the Bhiwadi Plant of the company to its Manesar 
Plant under ;HSN Code 7326. According to the said detail, they have 
supplied forge;d item valued at Rs. 36,93, 16,458/- on payment of GST of 
Rs. 6,64,76,964/-. 

6.7 The department was of the view that finished goods manufactured by them are 
not forged parts as .further processes are being carried out on the forged parts. 
The said fact has been clearly described in the Panchnama dated 12/13-10-2021 
and Sh. Rajkumar in his volunteer statement dated 13.10.2021 tendered under 
Section 70 of the COST Act, 2017 has also accepted that various processes i.e. 
Sew/Cutting/Trimmin·g, Hardening, Tempering, Shot Blasting, Grinding, ultra 
Sonic Scanning an,l Coining and Stamping are being carried out after forging 
process on the forged goods in their plant. Also, further processing of 
Phosphating and Cofd Forging/Extrusion is also being carried out on forged parts 
in Cold Forging Shed of the plant as stated by Sh. Rajkumar in his volunteer 
statement dated \l 10.2021. The appellant vide its detailed reply dated 
07.10.2022 has als1i :accepted that the above said processes are being done on 
the forged parts. Thf goods mentioned against HSN 7326 are as under:-

"7326 OTHER ARTICLES OF IRON OR STEEL -
Forged or stamped, but not further worked : 
7326 11 00 / ~- Grinding balls and similar articles for mills 
7326 19 -- Other : 
7326 19 10 --- For automobiles and earth moving equipments 
7326 19 90 I --- Other 

• ! 

It is therefore clear1from above heading that it includes those goods which are 
forged or stamped ;but not further worked i.e. no further processing has been 
done on the goods'•' Here it has been amply proved that many processes have 
been done on th~ 'fo rged goods in the factory premises as mentioned in the 
statements, panctinama and flow diagram submitted by the tax payer. Therefore 
the goods cleared ~Ye the tax payer shall not be classifiable under HSN 7326. The 
decision and circulai cited by the tax payer is also not in his favour as it also 
concluded that if th~,-forged goods are machined and further worked shall not fall 
under forged goods/ 

6.8 Further, even if thJ 'appellant's contention is accepted that their finished goods 
are further worked ( but in their Manesar Plant and then it can be used as a ' · 
automobile parts, it is a fact that the finished goods manufactured by them have 
taken essential character of Crank Shaft/Main Shaft and gears and can only be 
used as parts of automobiles. The same has also been clarified in Interpretative 
Rule 2(a) issued under Section 2 of Customs Tariff Act, 1975. Material portion of 
Interpretative Rule ~la) of Customs Tariff Act, 1975 reads as follows: 

"2(a) Any reference in a heading to an article shall be taken to include a 
reference to that article incomplete or unfinished, provided that the 
incomplete or unfinished article has the essential character of the 
complete or finished article." 

The scope of lnter/)retative Rule 2(a) of Customs Tariff has also been clarified 
and backed in Hon'_ble Supreme Court's decision dated 01 .01.1994 in the case of 
M/s Bajaj Auto Lim~ed vs Collector of Customs in which it has been clarified that 
any reference to in article under any heading shall be taken to include a 

j• 
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reference to that arji,;le unfinished or incomplete provided the same has attained 
the "essential character" of the complete or finished goods. 

6.9 Further departmerc\t'.s contention is also being clarified vide WCO HSN 
explanatory notes f~t HSN 7326 & 8483, which are reproduced below: 

7326; Other Article~· :Jf Iron or steel. 

This heading does riot cover forgings which are products falling in other headings 
of the Nomenclahire(e.g. recognizable parts of machinery or mechanical 
appliances) or unfin.ished forgings which require further working but have the 
essential character of such finished products.------" 

HSN 8483 of the Clistoms Tariff:-

Transmission shafts (including 
shafts and cran:~ shafts) and cranks; bearing housings 
shaft bearings; ' gears and gearing; ball or roller 
gear boxes and other speed changers, including torque 
flywheels and f: pulleys, including pulley blocks; 
and shaft coupling"s {including universal joints) 

cam 
and plain 

screws; 
converters; 

clutches 

8483.10 -Transmiss,ion shafts (including cam shafts and crank shafts) and cranks -~, 
~; 

(A) TRANSMISSICi>N SHAFTS (INCLUDING CAM SHAFTS AND CRANK 
SHAFTS) AND CRANKS 

These usually transniit a rotary motive power. They include:­
:.' 
I 

(1) Main shafts or driving shafts driven directly by the motor. 
(2) Counter shafts, lor coupling to the main shaft by belts and pulleys or by cogs, 
etc.; they are used to take the drive from the main shaft to a number of 
machines, or to d1fferent parts of a machine. 
(3) Articulated shafts, consisting of two or more shafts connected by ball and 
socket joints, etc. ,' ' 
(4) Flexible shafts which transmit the motion of a driving unit to, e.g., hand tools, 
measuring instrum~nts (revolution counters, speedometers, etc.). 
(5) Cranks and ,dank shafts. These may be either made in one piece or 
assembled from se\eral parts. They receive a reciprocating motion (e.g., from a 
piston engine) ar;tdtonvert it into rotary movement, or vice versa. 
(6) Cam shafts andi eccentric shafts . 

. -,, 
87.14- Parts and ac~essories of vehicles of headings 87.11 to 87.13. 

8714.10 -Of motorcycles (including mopeds) 
8714.93 -- Hubs, other than coaster braking hubs and hub brakes, and free­
wheel sprocket-wh1~•~ls 
8714.94 - - Brakes,: including coaster braking hubs and hub brakes, and parts 
thereof 
8714.95 -- Saddles1 

8714.96 --Pedals ~,:,d crank-gear, and parts thereof 
8714.99 -- Other 

This heading covers parts and accessories of a kind used with motorcycles 
(including mopelli]), • cycles fitted with an auxiliary motor, side-cars, non­
motorised cycles, :'(>r carriages for disabled persons, provided the parts and 
accessories fulfill 91:,th the following conditions : 



II 

I. 

(i) They must be ide/1tifiable as being suitable for use solely or principally with the 
above-mentioned vcshicles; and • 
(ii) They must not bl:! excluded by the provisions of the Notes to Section XVII (see 
the corresponding General Explanatory Note). 

Parts and accessod,?s of this heading include: 
i;] , 

(1) Bodies and pai1s thereof for delivery tricycles, side-cars or carriages for 
disabled persons (~;ods, doors, floors, etc.). 
(2) Chassis and frames, and parts thereof. 
(3) Gearing, gear b,.:,xes, clutches and other transmission equipment, and parts 
thereof, for motorcybles. 

6.10 In view of the above the· goods cleared by the appellant as forged Crank Shaft, 
counter shafts and Main Shaft classified under HSN heading 7326 appears to be 
classifiable under HSN 8483 and the goods cleared by the appellant as forged 
gears appears to b,3 classifiable under HSN 8714. Further, rate of GST payable 
on goods under HSN 8483 and 8714 is 28% upto 31.12.2018. With effect from 
01.01.2019, the GST rate is 18% on HSN Code 8483 and 28% on HSN code 
8714. However, th~ taxable person has paid GST @18% on the Crank Shaft, 
counter shafts, M~in Shaft and gears supplied by them by way of mis­
classification of the!~;aid goods under HSN heading 7326 as forged goods. From 
above, it appears bat the finished goods cleared by the taxable person have 
taken essential character of the part i.e. Crank Shaft, counter shafts, Main Shaft 
and gears which 'i3re used solely and essentially in the automobiles (two 
wheeler), hence it should be classified under HSN 8483 and HSN 8714 instead 
of HSN 7326. Ther-efore, it appears that the taxable person has short paid GST 
amounting to Rs. 3;69,31,646/-(IGST only) by way of mis-classification of goods 
i.e. forged or stamped but not further worked. 

6.11 . Tr.e appellant has diiposited the short paid IGST amounting to Rs. 3,69,31,646/-
alongwith interest of Rs. 2,59,39,003/- vide various DRCs-03 during 
investigation. 1 • 

6.12 In view of above,/ it appeared that the taxable person has short paid IGST 
amounting to Rs. 3i,69,31,646/- by way of mis-classification of goods i.e. forged 
goods under HSN; 7326. The appellant appeared to have contravened the 
provisions of Sec;;ti611 9, 37, 39 and 59 of the CGST Act, 2017 as they have 
misclassified their gpods and consequently short paid GST. The misclassification 
& lesser rate of G~T have been incorporated in the tax invoices & returns, 
thereby resulting in~'o filing of improper returns. The fact of said short payment of 
GST came to the·1 :notice of the department when the data analysis of the 
appellant as availa~te in their returns filed on the portal was done. The appellant 
has shown the det;1-ils of the HSN 7326 in their returns filed on the portal and 
their suppliers are ~2B and details of the invoices and HSN wise summary has 
been uploaded in r~turns on the portal. Therefore, it appeared that the short paid 
GST amounting to:.· Rs. 3,69,31,646/- is recoverable along with penalty under 
section 73(1) and 1 interest under section 50 of the CGST Act, 2017 made 
applicable in the IGf;T Matters by the virtue of Section 20 of the IGST Act, 2017. 

7. Accordingly, M/s U·,e Hi-Tech Gears Limited, A-589, C-588, SP-146A, RIICO 
Industrial Area, Bhivvadi, Alwar, Rajasthan were issued show cause as to why:-
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(A) The goods i. i~. forged Crank Shaft, counter shafts and Main Shaft cleared 
under HSN heading 7326 should not be classified under HSN heading 8483 and 
the goods i.e. forg~d gears cleared under HSN heading 7326 should not be 
classified under HSN heading 8714 of GST Tariff read with Customs Tariff Act, 
1975; 

(B) Differential IG.ST amounting to Rs. 3,69,31,646/- should not be demanded 
and recovered frori1 them under section 73(1) of the CGST Act, 2017 made 
applicable in the :GST matter by the virtue of Section 20 of the IGST 
Act, 2017. As the appellant has already deposited IGST of Rs. 3,69,31,646/- for 
the period from July·2017 to December 2018 under protest, why the same should 
not be appropriated!i:-ito government account; 

(C) Interest amo•.111ting to Rs. 2,59,39,003/- on delayed paid IGST should not 
be demanded and ,ecovered from them under Section 73(1) of the CGST Act, 
2017 read with SecEon 50 of CGST Act, 2017 as made applicable in the 
IGST matters by th!/ virtue of Section 20 of the IGST Act, 2017. As the appellant 
has already deposited interest of Rs. 2,59,43,003/- for the period from July 2017 
to December 2018 under protest, why the same should not be appropriated into 
government accoun~i 

(D) Penalty und€,_r Section 73 of the CGST Act, 2017 made applicable in the 
IGST matter by the: virtue of Section 20 of the IGST Act, 2017 should not be • 
imposed upon them:ior contravention of the Act as mentioned above. 

) . 
8. The appellant has ~;ubmitted the reply to said show cause notice, however the 

demand has been ,"-::onfirmed in toto vide 010 No. Order-in-Original No ALW­
GST-Addl. Cornn))" 25/2023-24 dated 19.12.2023/DRC-07(Ref No.) -
ZD081223104925J,\ dated 30.12.2023 alongwith interest. However, penalty 
has been dropped irHerms of Section 73(5) of the CGST Act, 2017 . 

. ,1 

9. Being not satisfied :Nith the impugned 010 passed by the adjudicating authority, 
the appellant has filed an appeal against the 010 No. Order-in-Original No ALW­
GST-Addl.Commr.25/2023-24 dated 19.12.2023/DRC~07(RefNo.)­
ZD081223104925J , . dated 30.12.2023 before the Commissioner (Appeal) , 
Central Goods & . .s'ervice Tax (Appeals), Jaipur on the various grounds as 
summarized hereunder. 

I 
9.1 that THGL has installed its manufacturing facilities at Bhiwadi in Rajasthan and 

IMT Manesar in Hai),ana and having itself registered under two different GST of 
Rajasthan and Hary£1na. They have obtained technical know-how to make Gears 
and Transmission :Shafts, which are used in Two-Wheeler Motor Vehicles 
manufactured by H,pro Motocorp Limited (HMCL). THGL has also installed in­
house Die Manuf~C\Liring Shop (DMS) for all these types of components. 

9.2 that the transaction;t relevant for the present Appeal is the supply of the articles 
i.e. Gear Main Shaft, Crank Shaft, Main Shaft and Gear supplied in un­
finished/forged torn; ' (here-in-after referred to as forged items) by the Bhiwadi 
Unit of THGL to its _llilanesar Unit. The forged items are supplied by the Bhiwadi 
Unit of THGL to its \Manesar Unit by classifying them under Tariff Item 7326, as 
applicable and char;iing IGST@ 18%. 

9.3 that the said forged· items are thereafter machined at the Manesar Unit of THGL 
to attain the exact ~hapes and dimensions in conformity with the specifications 
provided by Mis Hero Motocorp Limited (HMCL). Such final products are then 
supplied by the Mar~esar Unit of THGL to HMCL and used in the manufacture of 
Two-Wheeler Motor:- Vehicles. 

t, 
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9.4 The process of m~nufacture of the final products adopted by THGL can be 
broken down into t~1e following three steps which are discussed in detail in the 
forthcoming paragraphs: 

i. Hot forgin°g of items from scratch/cold forging of unfinished forged 
articles re~ived by THGL from its vendors at the Bhiwadi Unit; 

ii. Machining ,of the forged items at the Manesar Unit; 
iii. Final inspedion, proofing and packaging at the Manesar Unit. 

Forging of items: 
,: 

_Hot-:=orged compon;~ts,involve mainly following process: 

1. Billet Cutting: In this process, the long alloy steel bars are cut into the 
uniform desired pieces known as billets. The specifications of the billet 
are pre-deflned with respect to the weight & length as per the desired 
shape of the final products. 

2. Billet Hea-Hng: After cutting the billets, they are taken for heat treatment 
process where they are heated up to a high temperature of about 
1200°c in induction heating furnaces for the purpose of forging into the 
desired st,)ape of the final products as per the design provided by 
HMCL. , · 

3. Hot Forming Process: In this process, small pieces of heated billets 
are put in; between dies and force is applied on the dies to get the 
required shapes and size of the part, the process is completed in 2 
steps, pre~forming and finish forming. 

,,! 

4. Trimming! In this process, the excess outer layer of metal remaining 
after the h~t forming process is removed . 

I:' 

5. Hardenintj: & Tempering Process: During the process of forming, 
since the itietal is treated at high temperatures, it loses its hard-metallic 
properties'limd becomes fragile. To regain the metallurgical properties 
and requi~ite hardness, this process is performed on the hot formed 
articles w~erein they are heated on high temperatures and thereafter, 
immediate/)' quenched off. These quenched components are heated 
again to a '.relatively low temperature and cooled off slowly. This process 
is perform'kd to relieve the internal stresses and regulate the hardness 
and toughness, which were lost during hot forming process. 

6. Shot Bla~ting: Shot Blasting is the cleaning operation and it removes 
the scales; generated during the process of hot forming, hardening and 
temperin~t: ', 

,I 
7. Grinding and ultrasonic Inspection: To get the formed part inspected 

for cracks. ultrasonic inspection is done and as a preparatory part 
grinding isl getting done for smoothening the surface. 

Cold Forging: r~·: 
In the cold-forg1~g process, the following processes are carried out on such 
unfinished forged items at the Bhiwadi Unit of THGL before being transported 
to its Manesar tiit for machining: 

12 
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1. Phosphat~ In this process, the unfinished forged items are coated 
with a solwtion of different lubricating chemicals which creates a layer 
around it !inaking the surface lubricated, which ultimately helps in the 
process of Spline Extrusion. 

;: 
2. Spline Eit!rusion: The component is heated up while slowly being 

passed through a die. Thus, in this process the length of the unfinished 
forged items received from the vendor is increased along with spline 
formation. ' 

9.5 On completion of f forementioned hot-forging/cold-forging sub-processes, the 
forged items are eyupplied to the Manesar Unit of THGL wherein following 
machining activities tare undertaken by THGL (the process/activities are provided 
category-wise in tabL:lar form) : 

s. 
No. 

1. 

2. 

3. 

Gear: 

Name of process /j, Nature as well as purpose of the 

~j: process 

Finish Turning 1 & ; ' The forged item so supplied by the 

2 ' : Bhiwadi Unit is in raw form. In 

(Based on faces) 

Deburring 

Broaching 

order to make it usable as a gear, 

it is required to be cut and shaped 

in the desired size. 

, . It is undertaken to remove the 
i/', 

• burrs generated while undertaking 

earlier processes. Deburring the 

gear is a mandatory requirement 

before any assembly in vehicle. If 

not done, it will cause its 

premature failure and gear will not 

,; be able to perform the desired 

j ' function. 

In this process, splines are cut in 

i the internal diameter of a gear. It is 

) • required for assembly of splined 
:/ r 

, • gear with the splined shaft. 
I. 
-j; 

f. 

,· .. 

Representative 

image of the 

process 

Photograph P1 
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4. Hobbing 

5. Case Carburizing 

6. 

7. 

8. 

Shot Blasting 

Laser Marking 

Hanning I Hard 

Turning 

This is the process in which teeth 

are carved on the outer surface of 

the gear. Such teeth in the gear are 

used to interact with and transfer of 

torque to other gears in the gear 

assembly for power transmission 

from engine to wheels. 

It is a heat treatment process in 

which the outer surface (upto 5 to 6 

mm) of the gear is heated. It is 

required for enhanced durability 

and increase the life of any part 

which are meant for transmission 

or any relative motion. 

In this process, the scales 

generated during heat 

treatmenUoxidation are removed . It 

is required for cleaning gear from 

scales, loose dirt, chips etc for 

better transmission of power. 

In this process, batch code is 
:, 

marked for identification purposes. 

It is helpful in case of identification 

1 of batch of the gears, in case if any 

gear fails on testing/on road. 

In this process, the gear is fixed on 

a rapid turning machine in order to 

carve the internal diameter of the 

gear in the requisite shape and 

size. 

Photograph P2 

Photograph P3 
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9. Final Inspection .J Final inspection of the gear is 

, . undertaken with regarding to 
) , ,. 
··functionality. On completion of this 
i ! process, the gear is sent for 

; packing. 
i 

' I 
10. Packing & Dispatch • The gear is packed by THGL of I Manesar unit and dispatched to 

1 HMCL. 
1 

Gear Main Shaft: 

s. 
No. 

1. 

2. 

Name of process · • Nature of process and 

purpose 

Finish Turning 1 & : Since the forged item 

2 supplied by the Bhiwadi unit is 

(Based on faces) 

Deburring 

in raw form, it is cut and 

shaped in the desired size 

which is thereafter used in 

further processes. 

It is undertaken to remove the 

burrs generated while 

undertaking earlier processes. 

Deburring the gear main shaft 

is a mandatory requirement 

before any assembly in 

vehicle. If not done, it will 

cause premature failure and 

the gear main shaft will not be 

able to perform its requisite 

function . 

Representative image 

of the process 

Photograph P4 
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3. Cylindrical grinding This process is to ensure that 

the gear main shaft has 

attained the precise shape 

and smooth surface with 

4. 

5. 

6. 

7. 

Hobbing 

Spine Rolling 

Gun Drilling 

' minimum roughness to be 

prepared for the process of 

hobbing. 

In this process, the teeth of 

gear main shaft are carved. 

Such teeth in the gear shaft 

are used to interact with and 

transfer of torque to other 

shafts and gears in the gear 

assembly for power 

transmission from engine to 

wheels. 

The process is to generate 

multiple slots (spline) on the 

outer diameter of the gear 

main shaft. The splines on the 

outer surface of the said shaft 

are essential for assembling a 

gear and a shaft for the 

rotatory mechanics of the 

gear system to work. 

In this process, a precise 

hole is drilled through the 

length of the gear main shaft 

which is required to circulate 

lubrication on the parts 

which are assembled on a 

shaft 

Case Carburizing In this process, the outer 

surface of the gear main shaft 

is hardened up to some depth 

Photograph P5 

Photograph P6 

Photograph P7 
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8. Shot Blasting 

9. Laser Marking 

10 . Straightening 

11 . Annealing 

12 . Grinding 

which is required for 

enhanced durability and 

increase the life of any part 

which are meant for 

transmission or any relative 

motion 

This process is to remove the 

scales generated during Heat 

treatment. 

In this process, batch code is 

marked for identification 

purposes. It is helpful in case 

of identification of batch of the 

gear main shaft, in case if any 

gear main shaft fails on 

testing/on road. 

The process is to straighten 

the gear main shaft which 

bents during heat treatment 

process in order to carry out 

further processes on such 

shaft. 

In this process, the hardened 

portion of the gear main shaft 

is softened in order to prevent 

them breaking during 

tightening and cooling. 

In this process, the outer 

surface of the gear main shaft 

is grinded in order to achieve 

the precise shape and size of 

the shaft which is required for 

Photograph PS 
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13 . 

14. 

s. 
No. 

1. 

2. 

3. 

' 
Final Inspection 

Packing & Dispatch 

Crank Shaft: 

Name of proces:i 

Finish Turning 1 & 2 

(Based on faces) 

Li-Drilling 

Deburring 

assembly in the vehicle. 

Final inspection of the parts is 

undertaken with regarding to 

functionality. On completion of 

this process, the gear main 

shaft is sent for packing. 

The gear main shaft is packed 

by THGL and dispatched to 

HMCL. 

Nature of process and 

purpose 

Since the forged item supplied 

by the Bhiwadi Unit is in raw 

form, it is cut and shaped in 

the desired size which is 

thereafter used in further 

processes. 

In this process, a hole is 

drilling in the centre of the 

shaft which is required for 

assembly of the shaft with 

crank pin and con rod 

(connecting rod). 

It is undertaken to remove the 

burrs generated while 

undertaking earlier processes. 

Deburring the crank shaft is a 

Photograph P9 

Representative 

image of the 

process 

Photograph P11 
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4. 

5. 

6. 

7. 

8. 

Keyway Milling and 

facing 

Cylindrical grindi'lg 

Drilling 

Final Inspection 

Packing & Dispatch 

lniector Clamp: 

,, 

mandatory requirement before 

any assembly in vehicle. If not 

done, it will cause premature 

failure and the shaft will not be 

able to perform its requisite 

function. 

In this process, slots are . 

milled in the shaft by fitting a 1, j 
key which is used for 

assembling the shaft in the 

engine of the vehicle. 

This process is to ensure that 

the shaft has attained the 

precise shape and smooth 

surface with minimum 

roughness to be prepared for 

the process of spline rolling 

The process is to make holes 

in the crank shaft which are 

required for circulation of the 

lubricant in engine 

Final inspection of the crank 

shaft is undertaken with 

regarding to functionality. On 

completion of this process, the 

product is sent for packing. 

The crank shaft is packed by 

THGL and dispatched to 

HMCL. 

Photograph P12 
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S. No. Name of process Nature of process 

1. 

2. 

3. 

4. 

Facing & boring 

Broaching 

This operation is 

performed to machine the 

top face and to grind the 

internal diameter in centre 

which are further used as 

reference 

operations. 

for next 

The profiles are cut in 

internal diameter of the 

clamp which is required for 

assembling with the fuel 

injector. 

Milling and Drilling In this process, holes are 

drilled, and profiling . is 

done at both the ends of 

the clamp which is required 

for the injector clamp to 

perform its function of 

clamping the fuel injector in 

the vehicle assembly. 

Deburring It is undertaken to remove 

: the burrs generated while 

: undertaking earlier 

processes. Deburring the 

injector clamp is a 

mandatory requirement 

before any assembly in 

vehicle. If not done, it will 

' cause premature failure and 

the injector clamp will not be 

able to perform its requisite 

; function. 

Representative image of 

the process 

Photograph P13 
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8. Thru Hardening 

9. Shot Blasting 

,, 10. Laser Marking 

11 . Phosphating 

I 

12. Final Inspection 

_, 

In this process, the clamp is 

heat-treated for hardening 

the clamp which is required 

for enhanced durability and 

increase the life of any part 

which are meant for 

. clamping, holding or any 

positioning in the vehicle. 

The process is to remove 

the scales generated during 

heat treatment. 

1 In this process, batch code 

. is marked for identification 

purposes. It is helpful in 

case of identification of 

batch of the injector 

clamp, in case if any 

injector clamp fails on 

testing/on road 

The process is to coat the 

component with 

phosphating layer which 

is required for corrosion 

prevention in humid 

conditions. 

Final inspection of the 

injector clamp is undertaken 

with regarding to 

functionality. On completion 

of this process, the final 

product is sent for packing. 

--

Photograph P14 

' 

I 
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13. Packing & Dispatch lrhe final injector clamp is 

packed by THGL and 

dispatched to HMCL. 

9.5 that after all these processes the final component gets ready and thereafter 
supplied to HMCL and only after these processes a product manufactured by the 
company can be used as a gear/transmission shaft. It is again submitted that 
without these processes there is a mere forged/pre-formed billet which is of no 
desired use. 

9.6 that, THGL Bhiwad( Plant is dispatching such Forged components (before 
machining process) ~nder HSN Code 73261910 and 73261990 by applying 18% 
of IGST based on the understanding that these components are not suitable for 
end use as per desired operations in the present forged state and are therefore 
Classified in "Other Articles of iron and Steel" only under Heading 7326. 

The Explanatory Notes to Heading 7326 makes it clear that some further 
processes may be allowed after forging to be classifiable under this heading. 

The Explanatory Notes read as under: -

Removal of burrs, runouts and other stamping defects by rough burring, 
grinding, hamme~ing, chiseling or filling; removal of annealing by acid dipping; 
simple sand-bla,~ting; roughing or rough bleaching and other operations 
intended exclush;ely to detect flaws in the metal; application of rough coatings 
of graphite, oil, tar, red lead or similar products, clearly intended to protect the 
subjects against rust or other types of oxidation; stamping, punching, printing, 

9.7 that to determine th:a classification of the forged items supplied by the Bhiwadi 
Unit of THGL to its Manesar Unit, it is pertinent to understand the scope of the 
applicable legal pfr,visions and Notifications issued under GST, the relevant 
entries in the Customs Tariff Act, 1975 (hereinafter referred to as the "Customs 
Tariff') as well as u,e HSN Explanatory Notes and to analyze their application 
on the facts of the present case. 

I' 

Provisions under GST: 

A.1 Under the GST Law, applicable rate of GST on supply of goods is 
determined as per the Notifications issued by the Central Government in this 
regard [Notifical'ion No.112017-lntegrated Tax (Rate) dated 28.06.2017 for 
IGST and Notification No.1I2017-Central Tax (Rate) dated 28.06.2017 for 
CGST]. The Notifications specify the GST rates for different goods based on 
their classification under specific tariff item I sub-heading / heading / Chapter 
and description ,·of the goods. The relevant entries related to forged items in 
the Notification ;r.~o. 01 /2017-IT along with the corresponding entries in the 
Customs Tariff and the HSN Explanatory Notes to the same are discussed in 
the forthcoming paragraphs for the purpose of convenience. 

Chapter 73: 
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A.2 Since the forged items are solely composed of iron and steel, it is pertinent to 
refer to the entr:es in the Notification No. 1/2017-IT which provides for the 
articles of the said family on the basis of composition. 

Chapter Heading 73~~ 
Schedule Ill - 9%· 

Sr. No. Chapter/ Heading/ Sub-Heading/ Description of Goods 
Tariff item 

180. 7326 Other articles of iron or steel 

Application of Custd.!JIS Tariff Act: 

A.3 Explanation (iii) ,to Notification No. 1/2017-IT provides that the "Tariff Item''; 
"Sub-Heading" "Heading" and "Chapter" in the Notification shall mean 
respectively a 'tariff item, sub-heading, heading and chapter as specified in 
the First Schedu!i~ to the Customs Tariff. 

A.4 Further, Explarwtion (iv) to Notification No. 1/2017-CT (Rate) dated 
28.06.2017 provides that the rules for the interpretation of the First Schedule 
to the Customs Tariff, including the Section and Chapter Notes and the 
General Explanatory Notes of the First Schedule shall, so far as may be, 
apply to the intel'pretation of this notification. 

Relevant entries in the Customs Tariff: 

A.5 Chapter Heading 7326 of the First Schedule to Customs Tariff, inter alia, 
provides for classification of forged articles of iron and steel. The relevant 
entry in this regqr;d is as follows: 

Tariff items Description of Goods 
7326 OTHER ARTICLES OF IRON OR STEEL 

A• - Forged or stamped, but not further worked 
k? .. . 

732619 ; -- Other 
73261910 .'\ - - For automobiles and earth moving equipments 
73261990 •' --- Other 

Reference to Harmoriized System of Nomenclature (HSN): 

A.6 Since the dest,ription of Sr. No. 180 of Schedule-Ill of Notification No. 
1/2017-CTR is the same as that of Heading 7326 of the Customs Tariff, 
reference can be made to HSN Explanatory Notes of Chapter Heading 7326 
in order to understand the scope of Chapter Heading 7326. The extract of the 
relevant portion bt the HSN is reproduc:ed below for quick reference: 

"Chapter73 
Articles of iron or steel 

GENERAL 

This Chapter covers a certain number of specific articles in 
headirigs 73.01 to 73.24, and in headings 73.25 and 73.26 a 
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groupJ;,f articles not specified or included in Chapter 82 or 83 
and nc_t falling in other Chapters of the Nomenclature, of iron 
(including cast iron as defined in Note 1 to this Chapter) or 
steel. 

73.26,, :Other articles of iron or steel(+). 

This he1ading covers all iron or steel articles obtained by forging 
or putiGhing, by cutting or stamping or by other processes such 
as folaing, assembling, welding, turning, miffing or perforating 
other than -articles included in the preceding headings of this 
Chapter or covered by Note 1 to Section XV or included in 
Chapter 82 or 83 or more specifically covered elsewhere in 
the Nomenclature. 

li 

This heading does not cover forgings which are products 
faffing in other headings of the Nomenclature (e.g., 
recognisable parts of machinery or mechanical appliances) 
or i.mvnished forgings which require further working but have 
the essential character of such finished products. 

Subheading Explanatory Note. 
Subheadings 7326.11 and 7326.19 

After ;forging or stamping, the products of these subheadings 
may have been subjected to the following working or surface 
treatments: 

Removal of burrs, runouts and other stamping defects by rough 
burring, grinding, hammering, chiselling or filling; removal of 
annealing by acid dipping; simple sand-blasting; roughing or 
rougti bleaching and other operations intended exclusively to 
detect ' flaws in the metal; application of rough coatings of 
graphite, oil, tar, red lead or similar products, clearly intended to 
protebi the subjects against rust or other types of oxidation; 
stamp•ing, punching, printing, etc., with simple inscriptions, such 
as trademarks." 

A.7 From the above; it becomes clear that Chapter Heading 7326 covers the 
articles of iron and steel which are forged, cut or stamped. Further, the 
General Explan~tory Notes to Chapter 73 provides that the Chapter covers 
articles which ~cii-e not specified or included in Chapter 82 or 83 of the 
Customs Tariff. '' 

A.8 In this regard, il is stated that neither Chapter 82 nor Chapter 83 specifically 
provides for eit6~r of gears, gear shafts, crank shafts or injector clamps or 
includes the sarhe in any of the respective subheadings. 

: 

A.9 Further, it becc, es clear that the said Chapter Heading does not contain 
goods falling ui~&er any other heading in the Customs Tariff or unfinished 
forgings which Mive attained the essential character of such finished goods 
that are classifi~ble elsewhere in the Customs Tariff. On application of the 
explanation under Notification 1/2017-CTR, if the forged items satisfy the 
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requirement under Heading 7326, they will fall under Sr. No. 180 of Schedule 
Ill of the said No/ification. 

A.10 Further, Rule 2(a) of the General Rules of Interpretation provides that any 
reference in a qt:1apter Heading of the Customs Tariff to an article shall be 
taken to include •13 reference to that article incomplete or unfinished, provided 
that, as presented, the incomplete or unfinished article has the 
essential charaf_ter of the complete or finished article. 

A.11 In this respect, , it is essential to understand what would comprise the 
"essential character" of any given article or product. In this respect, reference 
can be made to :the decision of the Larger Bench of the Hon'ble Tribunal in 
the case of Mis. ·.Iaypee Forgers v. Collector of Central Excise, Bombay, 
1996 (83) E.L. T. 49 (Tribunal), wherein it was held that the factors that 
determine the essential character vary between different kinds of goods and 
the same may b_e determined on the basis of the nature of the goods in 
question or the lise for which the goods are intended. It was further held that 
for goods that I:equire precision in terms of composition and shape, the 
criteria may be dffferent than for primary goods. 

A.12 Reference at this:juncture is also drawn to the decision of the Hon'ble Delhi 
High Court in ti:lJ3 case of Metal Forgings Pvt. Ltd. and Anr. v. Union of 
India and Ors.,\ 1985 (20) EL T 280 (Del), wherein it was held that a forged 
product has dist: i1guishable identity in itself whereas forged products which 
are machined, ~!c,,lished, holed etc. and made fit for being used as machine 
parts assume a different name, character and usage. It was further held that 
such forged prod1Jcts as are machined/drilled/polished assume an altogether 
different character from what it was when forged and so as to make them 
identifiable or usS:ble as machine parts. 

A.13 The said decisidn was approved by the Hon'ble Court in the Letters Patent 
Appeal filed in the case of Metal Forgings Pvt. Ltd. v. Union of India and 
Ors., 1987 (32J ELT 15 (Del). The appeal filed against the afore-referred 
order was dismr~sed by the Hon'ble Supreme Court in the case of Metal 
Forgings Pvt. 4t~. v. U.O.I. • 1998 (102) E.L. T. A224 (S.C). 

, .. 
" • 

A.14 In view of the .above, it becomes clear that the processes of machining, 
drilling, polishinh , refining, etc. provide a product an entirely separately 
identifiable char~i:ter. 

A.15 In the present c~se, the forged items supplied by the Bhiwadi Unit of THGL to 
its Manesar Unit '.undergo various technical processes such as the following 
without which the forged items cannot be used as the functional final 
products: , I 

i. Gear: 

Essentially, gears are round, toothed devices enabling the 
convers{c,n of engine speed into torque. Gears are either mounted to, 
or are a part of, a gear shaft. Many of the more common gears will 
have a b:Jle in the center, known as a bore, through which the gear 
shaft is rltted. When the gear shaft is rotated, the gear also rotates. A ., 

I' 
: ' 
t_ ., 
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gear system is a network of interconnected gears that enables the 
automot:ile to travel at varying speeds. 

- Thus, th~' primary function of a gear is to rotate at the requisite speed 
to provio:e the required torque for the movement of the vehicle. Such 
rotation is only possible due to the bore and the teeth of the gear 
through !which the gear is in turn connected to the gear shaft. An 
illustrative image of the gear assembly is reproduced below for the 
purpose ,of ready reference: 

r 

The prcGess of broaching and hard turning is essential for the gear 
to be able to connect and working in tandem with a gear shaft which 
provide~ the primary source of torque to the gear system. 

Similar11>, : the process of hobbing or teeth formation is essential for 
the prirriary gear to provide torque to the other gears in order to 
rotate a11d the vehicle to move. 

,, 
- A representative image of a primary forged gear supplied by the 

Bhiwadi • Unit of THGL and the finished gear after broaching, and 
hobbing1are reproduced _below for the purpose of ready reference: 

Photograph P15 

ahiwadi Unit Manesar Unit 
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- Thus, Without the processes of splining, hobbing and hard turning, 
the forg~d gear cannot be used to perform the functions of a gear in 
its true sense as the rotational mechanics are a function of the teeth 
of the gear which are only carved in the Manesar Unit of THGL. 

ii. Gear MainiShaft: 

- In general terms, the Gear Shaft is the axle of the system, supplying 
the rotatjon that permits one gear to engage with and turn another. 
The proj::'edure is always known as gear reduction and is vital to 
transmi~hg horsepower from the engine to the drive controller. The 
transforr11'ation of the engine speed into the torque is what supplies 
the drivihg load powering, for instance, the wheels of an automobile. 

- The sh~ft and gears functions in tandem for the ultimate goal of the 
engine nerforming at a constant speed, whereas the auto wheels can 
be opefated slower or faster, or even in reverse, employing the 
identicat"imgine rotational speed and direction. 

i. 
l 

- The pro¢esses of finish turning, splining and hobbling in a gear shaft 
is esse~tial for the shaft to assemble with the gear and provide the 
necessary torque to the gear to rotate which in turn leads to the 
moveme.nt of the wheels of the vehicle. 

- Further, the process of gun drilling is essential to carve the hole in 
the shaft -which provides lubrication to the components connected to 
the shaft for smooth and efficient functioning of the gear assembly. 

' 
A repre~~ntative image of a primary forged gear shaft supplied by the 
Bhiwadi '. Unit of THGL and the finished gear after broaching, gun 
drilling a;r'1d hobbling are reproduced below for the purpose of ready 
referenct ·: 

F(hotograph P16 

':3hiwadi Unit 
fl 

.. : ... t,. 
\, 

(Photograph P7) 

Manesar Unit 

Thus, ~ t_hout the afore-stated processes of finish turning, splining, 
hobbing, nd gun drilling, the forged shaft cannot be used to perform 
the fu'n ibns of a gear shaft as the rotational mechanics of the gear 
shaft ar~:a function of the splines and teeth of the shaft of the gear 
which ai'e only carved in the Manesar Unit of THGL. 

l 
~ j 

iii . Crank Sha'fi: .,, 
·t: 
:11 
·i , 
,: ,· 
! 
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. ! 
l ' 
~ I ' 

.-1 

)'. 1 
i1 

A cranl(shaft is a mechanical equipment that transforms the 
reciproci(ing movement of the piston into rotary motion. A crankshaft 
connectf with the piston through a connecting rod . 

t 
j 

The mai~: objective of this connecting rod is to receive reciprocating 
motion bY the piston and delivers it to the crankshaft. As the 
cranksh~ft gets motion by the connecting rod, it transforms this 
motion into rotary motion and rotates the flywheel, which further 
moves the vehicle wheels. An illustrative image of a crank assembly 
is provided below for the purpose of ready reference: __ ._.,...,.. .... 

I 

The proi kss of U-Drilling, facing, centering and keyway milling are 
essential' for the crank shaft to assemble with the crank assembly. As 
stated Jbove, the crankshaft sets into rotatory motion by the 
connecd g rod and in turn connects the flywheel. Thus, without the 
said prohesses the forged crankshaft will not be able to perform its 
primary f:L)nction as the backbone of the engine and set the wheels of 
the vehicle into motion. 

A repre~t1nlative image of a primary forged crank shaft supplied by 
the Bhiv\!~di Unit of THGL and the finished gear after U-Drilling, 
facing, centering and keyway milling are reproduced below for the 
purpose 1~f ready reference: 

: ' 
, ! Photograph P17 (colly.) 

Bh'i,~adi Unit Manesar Unit 

.i. 1 
Injector C~ ,!!!Q! 

~.; 

The inje~t; r clamp is a hold down clamp that is used for screwing the -
fuel inje{)or in the vehicle so that there is no leakage of fuel in the 
compre~sor of the vehicle. The injector clamp is screwed at the top of 
the foe'f ecto, to peITonn its fuaciioa of cl,mpiog the fuel iojectm 
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and preJ~nting any leakage. An illustrative image is provided below 
for the•p_urpose of reference: 

~--------~ 

F1-, 14 ,VEL INJECTOR• DIESEL 

Thus, the primary function of the clamp is holding the diesel injector 
in place,imd prevent any sort of leakage. 

,. 
The pr.ocesses of broaching, milling and drilling are essential for the 
clamp tJ· assemble with the fuel injector and perform its only function 
of holdi1% the injector in place preventing any leakage without which 
the forg,~ clamp is just a piece of forged iron without any use case. 

;;: 
,f t 

A repre entative image of a primary forged crank shaft supplied by 
the Bh~ adi unit of the Appellant and the finished gear after U­
Drilling,. facing, centering and keyway milling are reproduced below 
for the P,Urpose of ready reference: 

j; Photograph P18 (colly.) 

Bhiw}di Unit Manesar Unit 
it' 

A.16 On the basis \M 'the above discussion, it can be said that the processes 
performed at t~e Manesar Unit of THGL provide the forged items received 

• 1:, i! 
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l i ,, 

from the BhiwaJi! Unit the character of finished shafts, gears, injector clamp 
etc. It is time an# again contended in the impugned Show Cause Notice and 
the consequential order that even after forging a lot of processes are carried 
out by THGL oN the goods under consideration in the present impugned 
Show Cause Nl !ce and consequential order, to which it is humbly submitted 
that all the proc~sses that are carried out by THGL on the goods after forging 
process are sm~.':11 processes which does not change the character of the use ,, 
case of the g~iods. The said processes merely turn the goods in the 
transportable fqr'm by removing various burs and extra items including 
hardening process. In the absence of these processes the component is so 
brittle that it can' break by a very small force. Therefore, all these processes 

' are part of the fqrging process only. 
ti 

A.17 Machining prockss is not at all done at THGL's Bhiwadi Plant, which is 
I 

essential to give/the component its character of gear of shaft. In the absence 
of machining pnppess, no gear of shaft could work. Therefore, it is only the 
machining procei:ss which gives the goods its essential character as intended. 
The Department also follows the same view as per Circular No. 225/59/96-
CX, dated 01 .07\. .1996. The machining process only gives the goods toothed 
wheel status an~i :thereafter only the goods can be used as gears. Therefore, 
the essential ch'.~racter test as required under Rule 2(a) of the Interpretive 
rules passes on{y after machining process. Before it is merely a pre-formed 
forged billet whil';n can be used for its intended purpose and does not have 
the essential ch~:~acter of the final product. 

: •~ ( 

{ ,i 

A.18 Reference in this: regard can further be made to the decision of the Hon'ble 
Tribunal in the case of Ajay Forgings Pvt. Ltd. v. Collector of Central 
Excise, 1997 (fif) EL T 337 (Tri-Del) wherein it was held that the forged 
items which hacfi hot been machined did not attain the essential character of 

(' 

the parts of the motor vehicles and could be classified as such. 
~ . ,, 

A.19 Reference in th'is regard is further made to the decision of the Hon'ble 
Supreme Court in the case of Tata Iron & Steel Co. Ltd. v. U.O.I., 1988 
(35) E.L. T. 605 ;(SC), wherein issue in dispute was that of classification of 
goods forged for _railways. The goods were supplied to the railways in rough 
machined condition under which excess steel or manufacturing defects were 
removed and ttt se goods were subsequently precision machined by the 
Railways themsi!:jves at their workshop before being put to use. The Hon'ble 
Supreme Court In that case had held that since the precision machining was 
done at Railway(s' workshop, the forged articles supplied by the appellant can 
only be classifie~ :as rough machined and not as the final goods. 

) ; 
; · 

A.20 As already briefod by THGL, the nature and state of the forged items 
received at the ri1anesar Unit of THGL is simply the primary outer shape of a 
shaft, gear and ihjector clamp. However, the same do not attain the character 
of the finished prpducts i.e., gear, gear main shaft, crank shaft and injector 
clamp that coulc;i be used in the vehicle assembly and thus retain the forged 
nature and charpcteristic and cannot be classified as the finished products. 
Thus, Rule 2(a)' 'Of the General Rules of Interpretation is not applicable 
in the present kase as the forged items received from the Bhiwadi unit 
of the AppellaM have not attained the essential character of the final 
finished produ~~s to be identifiable and classifiable as the same. 
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I!: 
Commonnrade Parince: 

A.21 

A.22 

It is a settled pii~~iple of law that the manner in which the people dealing with 
a product/item understand the same is an important method to determine the 
classification of .11at relevant product/item. Reference in this regard can be 
made to the de9iion of the larger bench of the Hon'ble Tribunal in the case 
of Brindavan E/;'werages Pvt. Ltd. v. Commr. Of Cus., C. Ex. & S. T., 
Meerut, 2019 (29) G.S. T.L. 418 (Tri. • LBJ, wherein it has been held that in 
situations wher&'.Jhe relevant goods are not defined in the Tariff, then such 
goods have to pe viewed with the prism of the people that are conversant 
with the producP, :understand it and buy and sell the product, which is known 

,\.• 
as the common parlance test. 

:-i ! 

In the present c?se, the forged items supplied by the Bhiwadi Unit of THGL 
are not marketa;tile as the finished forms of the products as the same have 
not undergone the essential functions such as hobbling, drilling, centering, 
key-way slot cu~i,ng, splining etc., which are essential for the forged items to 
assume the shape of the final finished products and perform the requisite 
functions. Further, the precision finishing, polishing and phosphating are 
essential for th,, products to function as actual parts of any vehicle as the 
products are no\ used in standalone fashion but in various assemblies which 
are also have prBcise dimensions for efficient functioning of the vehicle. 

A.23 Reference in th[~; regard can be made to the decision of the Larger Bench of _ 
the Hon'ble Tri~\inal in the case of Mis. Jaypee Forges (supra}, wherein it 
was held that f1rged gears, shafts etc. manufactured by the Appellant could 
not be treated as good cleared as the fin ished products by the dealers and 
vendors. The S~id decision was affirmed by the Hon'ble Supreme Court in 
the case of Cql.lector of Central Excise v. Jaypee Forges, 2003 (158) 
E.L. T. 560 (S.p.), wherein it was specifically held that Rule 2(a) of the 
General Rules of Interpretation would have no application in this case. 

-:l' 

Chapter Heading 8483.:: ,. 
':' Schedule Ill - 9%: 

Sr. No. Chapter/ H,eadingl Description of Goods 

Sub-Headi1~/ Tariff 

itetp.l 

369A. 848f Transmission shafts (including cam shafts and 
,/ 

crank shafts) and cranks; bearing housings and '·J· . 

r plain shaft bearings; gears and gearing; ball or 

.i'.I roller screws; gear boxes and other speed I"{ 
·z. changers, including torque converters; flywheels t·! 
, \ , and pulleys, including pulley blocks; clutches and '· 
< shaft couplings (including universal joints) 

l· 
,: 

Relevant entries in the Customs Tariff: 

31 

-----~--



A.24 Chapter Headin$ 8483 of the First Schedule to Customs Tariff, inter alia, 

provides for classification of transmissions shafts, gear boxes, torque 

converters. The relevant entry in this regard is as follows: 

8483 

1106 

84831010 

84831091 

84831092 

84831099 

84832000 

84833000 

84834000 

. ' 
<. l, 

TRANSMISSION SHAFTS (INCLUDING CAM SHAFTS AND CRANK 

SHAFTS) AND CRANKS ; BEARING HOUSINGS AND PLAIN 

SHAFT r:3.EARINGS ; GEARS AND GEARING; BALL OR ROLLER 

SCRE;WS ; GEAR BOXES AND OTHER SPEED CHANGERS, 
,; 

IN~WOING TORQUE CONVERTERS; FLYWHEELS AND 

PULLEYS, INCLUDING PULLEY BLOCKS ; CLUTCHES AND 

SHAFT COUPLINGS (INCLUDING UNIVERSAL JOINTS) 

- Trans.mission shafts (including cam shafts and crank shafts) 

' and cranks: 
' I -- Crank shafts for sewing machines 

-- Other 
\ 

: ---- Crank shaft for engines of heading 8407 
.. ---- Crank shaft for engines of heading 8407 
' 1· ---- Other 

- B;earing housings, incorporating ball or roller bearings 

- Bearing:housings, not incorporating ball or roller bearings; plain shaft 
V 

bearings ·, 
r.\ 

- Gea,-s ,md gearing, other than toothed wheels, chain sprockets and 

other~ransmission elements presented separately; ball or roller 

screwt;_ gear boxes and other speed changers, including torque 
.·, 'i 

f converters 

I 

Reference to HSN: 1 ; 

A.25 Since the desciiption of Sr. No. 369A of Schedule-Ill of Notification No. -
1/2017-CTR is same as that of Heading 8483 of the Customs Tariff, 
referen~ is beir!g made to HSN Explanatory notes of Chapter Heading 8483 
in order to unde~~tand the scope of Chapter Heading 8483. The extract of the 
relevant portion ·of the HSN Explanatory Notes is.reproduced below for quick 
reference: ' ' 

"84-f!]': Transmission shafts (including cam shafts 
and •:'.rank shafts) and cranks; bearing housings 
and FJ:lain shaft bearings; gears and gearing; ball or 
rolle?- screws; gear boxes and other speed 
chant1ers, including torque converters; flywheels 
and pulleys, including pulley blocks; clutches and 
shaft: c:ouplings (including universal joints). 

The g~•ods covered by this heading are mainly: 
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ii, 

(i) ·c1;1rlain mechanical parls which are used in the 
transinJssion of power from an external power unit to 
one ol,--more machines. 
(ii) (:!E•rtain internal parts of a machine, used to 
transinit power to the various parts of the same 
machfne. 
(A) rnANSMISSION SHAFTS (INCLUDING CAM 
SHAFTS AND CRANK SHAFTS) AND CRANKS 
These usually transmit a rotary motive power. They 
incluqe: 
(1) M_ain shafts or driving shafts driven directly by 
the motor. 
(/.) c_i,unter shafts, for Coupling to the main shaft by 
belts eland pulleys or by cogs, etc.; they are used to 
take the drive from the main shaft to a number of 
machii1es, or to different parts of a machine. 
(3) hticulated shafts, consisting of two or more 
shafq{ connected by ball and socket joints, etc. 
(4} Ff'exible shafts which transmit the motion of a 
driving unit to, e.g., hand tools, measuring instruments 
(revolution counters, speedometers, etc.). 
(5) Cranks and crank shafts. These may be either 
made ' in one piece or assembled from several parts. 
They: receive a reciprocating motion (e.g., from a 
pisto.h engine) and convert it into rotary movement, or 
vice versa. 
(6) Cpm shafts and eccentric shafts. 

!! 

(C) '{;;EARS AND GEARING INCLUDING FRICTION 
~ GEARS 
;,i AND CHAIN SPROCKETS 

The basic gear is the toothed wheel, cylinder, cone, 
rack{6r worm, etc. In an assembly of such gears, the 
teetf ·lot one engage with the teeth of another so that 
the ~btary movement of the first is transmitted to the 
nexf( and so on. According to the relative number of 
teetf! ;;n the separate units, the rotary movement may 
be tfcjnsmitted at the same rate, or at a faster or slower 
rate/ ' 
according to the type of gear and the angle at which it 
meshes with the next, the direction of transmission 
may1be changed, or a rotary movement converted into 
a li~ar movement or vice versa (as with a rack and 
pinidn). 
The ;group covers all types of gears including simple 
cog :,i..,heels, bevel gears, conical gears, helical gears, 
wori;7S, rack and pinion gears, differential gears, etc., 

~ I 
and/ )Ssemblies of such gears. It also covers toothed 
a;?d similar wheels for use with transmission chains. 
The('neading also excludes : 
(a) :fieces roughly shaped by forging, of heading 
72. '37, 
(b) ·,rransmission equipment of the kinds described 
aboi-e (gear boxes, transmission shafts, clutches, 
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differ~ntials, etc.), but which are designed for use 
solely or principally with vehicles or aircraft (Section 
XV/1);:lt should, however, be noted that this exclusion 
does not apply to internal parts of vehicle or aircraft 
engin\~s - these parts remain classified in this heading. 
Thus' ,3 crank shaft or a cam shaft remains in this 
headie,g even if it is specialised for a motor car engine; 
but motor car transmission (propeller) shafts, gear 
boxes and differentials faff in heading 87.08. 
It should further be noted that transmission equipment 
of thej type described in this heading remains classified 
here iwen if it is specially designed for ships." 

A.26 In view of the arve, it is clear that Chapter Heading 8483 of the Customs 
Tariff inter alia covers transmission shafts, crank shafts and gears. ,, 

A.27 However, from !he above discussion, it becomes clear that for the forged 
items to attain tile characteristics of the finished shafts, gears etc., further 
machining processes have to be done. Such processes are undertaken at 
the Manesar Ur.it of THGL and it is only after such processes are done on 
the forged items)hat they become identifiable as gears, shafts etc. which can 
be classifiable at,such. 

I 

A.28 Reference in this regard can be drawn to the description of a gear provided in 
the explanatory . notes reproduced above, wherein gears have been 
described as to0thed wheels etc. which engage with each other so that the 
rotatory movement is transferred from one gear to the next gear for 
transmission in the vehicle. As stated above, the teeth, which are the most 
functional part oMhe gears are carved in the Manesar Unit of THGL. Thus, 
the forged gear received from the Bhiwadi Unit of THGL does not satisfy the 
basic definition ofa gear and cannot be classifiable as such. 

;: 
A.29 Similarly, as exp:ained in the Explanatory notes reproduced above, shafts are 

used for transf~fring the rotatory power to the engine. Such transfer of 
rotatory power c~n only take place if the shaft is assembled with the gear in 
the case of gear• shaft and with the connecting rod and the flywheel in the 
case of a crank shaft. As stated above, the splines and teeth in the gear shaft 
which are used ,J:o assemble the same with the gears are only carved in the 
Manesar unit of;}he Appellant. Thus, the forged gear shaft received from the 
Bhiwadi unit is not capable of transferring the rotatory force to the gear and 
cannot be clas~lfied as functional mechanical part to be classifiable under 
Chapter Heading 8483. 

A.30 Similarly, it is mily possible for the crank shaft to transfer rotatory power to 
the flywheel if iti does not receive such power from the connecting rod. The 
forged crank sh~ft supplied by the Bhiwadi Unit cannot be connected to a 
connecting rod Without the processes of U-Drilling and keyway milling both of 
which are done at the Manesar Unit of THGL. 

A.31 Thus, the forgep' shafts supplied by the Bhiwadi Unit do not satisfy the 
description of $:hafts provided under the Explanatory Notes to Chapter 
Heading 8483 and cannot be classified as such. 
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A.32 In this regard, reji~nce is placed on the decision of the Hon'ble in the case of 
Mis. Tisco Ltd. , ',I, Commissioner of Central Excise, Jamshedpur, 2001 
(131) E.L. T. 25,3 (Tri. - Ko/kata), wherein the issue was regarding the 
classification of 1!drged products such as rings and blanks which were forged 
for further machining. In this regard, the Tribunal held that such products are 
classifiable under Chapter Heading 7326 and not 8483 as the products have 
not attained the ·characteristics of the finished article to classifiable under 
Chapter Heading ' 8483.The afore-referred decision of the Hon'ble Tribunal 
has been affirmeid by the Hon'ble Supreme Court in the case of Collector of 
Central Excise ;✓; TISCO Ltd. - 2003 (156) E.L. T. A210 (S.C.). 

A.33 In view of the a~ove, ii can be said that to be identifiable and classifiable as 
the finished pro~ucts, namely gears, shaft, crank shafts, etc., the products 
need to attain the essential characteristic of the final products. Since the 
items in the state in which they are supplied by the THGL's Bhiwadi Unit to 
Manesar Unit ar,9 just rough outline forges not usable as the finished items, it 
cannot be said _they have attained the essential character of the finished 
items. As stated: above, the forged items received from the Bhiwadi Unit of 
THGL do not sati:,fy the definition of the functional gears or shafts and cannot 
be classified as i:he finished product as they fail to perform the basic function 
of a gear or sh~ff: as described in the Explanatory notes to Chapter Heading 
8483. • 

Chapter Heading B7i ~ 
A.34 As mentioned above, THGL manufactures the final products for the specific 

purpose of being used by HMCL in their Two-Wheeler Vehicles. Thus, it is 
pertinent to refcir to the relevant entries in the Notification No. 1/2017-CTR 
which provide for parts of such vehicles. The relevant extract of Notification 
No. 1/2017-CTFt Which provides for food preparations of flour is reproduced 
below: 

174 8714· 

I 

Schedule-IV -18% 

Parts and accessories of vehicles of heading 

8711 

Relevant entries in th'e Customs Tarif: 
!' 
'[-i 

A.35 Chapter Headi1~ 8714 of the First Schedule to Customs Tariff provides for 

8714 

871410 

87141010 

87141090 

classification o( parts and accessories of vehicles of Chapter Heading 8711 

to 8713. The rele,vant entry in this regard is as follows: 

, d 
PARf S AND ACCESSORIES OF VEHICLES OF HEADINGS 

8711,'TO 8713 , 
- Of t11otorcycles (including mopeds}: , 
-Saddles 

--- 01'her 

Reference to HSN: 
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A.36 Sr. No. 174 of $chedule-lV of Notification No. 1/2017-IT provides for the 
parts and acce~sories of 8711 whereas the Chapter Heading 8714 of the 
Customs Tariff provides for the parts and accessories of Heading 8711 to 
8713. However, since the final products in question in the present case are to 
be used in Two-'f\'heeler Motor Vehicles which are classifiable under Chapter 
Heading 8711, th.e HSN Explanatory notes of Chapter Heading 8714 can be 
referred to. The; extract of the relevant portion of the HSN is reproduced 
below for quick r,~ference: 

"This heading covers parts and accessories of a kind 
used \-'vith motorcycles (including mopeds), cycles fitted 
with :~n auxiliary motor, side-cars, non-motorised 
cycle¢;. or carriages for disabled persons, provided the 
parts ; ' and accessories fulfil both the following 
condi/,ions: 

(i) Thsy must be identifiable as being suitable for use 
solely or principally with the above-mentioned vehicles; 

and (ii) They must not be excluded by the provisions of 
the Notes to Section XVII (see the corresponding 
Gene;"al Explanatory Note) . 

! 

Parts ·and accessories of this heading include : , · 
(1) Birdies and parts thereof for delivery tricycles, side­
cars br carriages for disabled persons (hoods, doors, 
floors, :etc.). 

(2) Ci7assis and frames, and parts thereof. 

(3) bearing, gear boxes, clutches and other 
transir1ission equipment, and parts thereof, for 
motorpycles. 

(4) Wheels and parts thereof (hubs, rims, spokes, 

etc.). '. . 

(5) F#ee-wheel sprocket-wheels. 

(6) dwailleurs and other gear mechanisms, and parts 
therebt. ,. 
(7) ()rank-gear and parts thereof (crank-wheels, 
cranKs., axles, etc.), pedals and parts thereof (axles, 
etc.); /t?e-clips. 

(8) K/~kstarters, levers and other control gear." 

A.37 From combinedi reading of above provisions, it is clear that Heading 8714, 
inter alia, cover/?i articles that are identifiable as being suitable for use solely 
or principally witt: article of Chapter Heading 8711. 

\, 

A.38 It can be undertiood that the products go through the following three stages 
to become an article being suitable for use in any commercial vehicles: 

_!i 

i. Forging: This is the primary phase where the billets of iron and steel 
are forged::to attain the rough shape of a shaft, gear, clamp, etc.; 

ii . Machininci: This is the phase where the products are then made 
subject to :'machining processes such as hobbing, splining, keyway slot 
cutting and drilling for them to able to function as the actual products; 
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iii. Precision ·:machining: This is the last phase where the machined 
products a/·e further worked, phosphated and polished to attain the 
precise size and dimensions for them to be efficiently used as parts of 
vehicles. ) · 

A.39 It can be said ttiat the forged items become suitable to be used as part in 
vehicles only after the third stage. However, they attain the essential 
character of the final products after the second stage when the products 
attain actual usable form and are not merely rough outlines of the products. 

A.40 In the present r::cise, the forged items that are supplied by the Bhiwadi Unit of 
THGL to it ManfJsar Unit have only undergone the first stage of processing 
and are not suit~ble for use as the actual products itself and far from being 
suitable to use • in any Two-Wheeler Vehicles classifiable under Chapter 
Heading 8711. il'hus, the forged items are not classifiable under Chapter 
Heading 8714 ai; they have not attained the nature and characteristics to be 
classifiable as pi'111 of vehicles. 

Common/Trade Parlimce: 

A.41 In the present case, since the goods supplied by the Bhiwadi Unit of THGL 
have not attaine;d the form of the actual finished goods that can be bought 
and sold in the ;ppen market as shafts, gears, etc. suitable to be used in 
motor vehicles, the same cannot be classifiable as parts of the motor 
vehicles. 

A.42 Reference in thi'~ regard is made to the decisions of the Hon'ble Tribunal in 
the case of Jay)?ee Forges (supra) and BCL Forgings (supra) wherein it 
was held that the:forged items cannot be bought and sold in the open market 
are parts of automobiles. 

,) : 

A.43 Thus. in view of above it can be stated that the products supplied by the 
Bhiwadi Unit ofsTHGL to the Manesar Unit of THGL are classifiable under 
forged articles of iron and steel under Chapter Heading 7326 of the Customs 
Tariff and as cerollary of the same under Sr. No. 180 of Schedule Ill of 
Notification No. 1/2017-CTR. 

A.44 Further referente is invited to CBEC Circular No. 225/59/96-CX, dated 
01 .07.1996 whetein it was held as follows:-

2. CEGAT in its Order No. E. 103 to 105/93 B.1, 
datecf 20th May, 1993 in the case of Mis. Shivaji 
Works Ltd. v. C.C.E., Aurangabad [1994 (69) E.L. T. 
674 (r}} has held that the Heading 73.25 would 
inc1J1,e all castings from the stage of their 
emerpence from the castings mould to the stage of 
being proof machined. 

\~ i 

3. Ii would thus appear that castings coming out 
of the castings moulds up to the stage of proof 
machfning and requiring further machining before 
beint~- used as machine parts would be 
appn;,priately classifiable under Chapter 73. 

1 
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Howeyer, those castings which do not require any 
macliii1ing after their emergence from casting 
moulds viz. precision castings and/or are, as such, 
ready to be used as machine parts would be 
regarded as articles having essential character of 

I 

machine parts and would be classified under 
Chapters 84, 85, 86, 87 etc. 

4. The above instructions would apply mutatis to 
forgings which have not undergone any further 
proCE;SS after fettlings. 

The above circul:ar makes it clear that it is only the goods which do not require 
further machining are. as such classifiable under Heading 84, 85, 87, otherwise if 
they require any further machining then they are correctly classifiable under 
Heading 73.26. Theri'1fore, THGL has correctly classified the goods. 

,i 

A.45 Thus, the forged items supplied by THGL are chargeable to IGST at the rate 
of 18%. Thus, ti1 the time of making supplies of them, the Bhiwadi Unit of 
THGL has corretlly charged 18% IGST. 

:· , 

9.8 The appellant has J/io contended the 010 on the issue of interest and imposition 
of penalty. 

10. Personal Hearing in;this case was held on 20.3.2025, wherein Shri Ranjan Metha 
Advocate, Authorized Representatives, on behalf of the appellant, appeared in person 
and reiterated the ground's of appeal as submitted in the appeal memorandum and 
during the personal hearinrf He has nothing to more add. 

11. I have gone througr/ the case records and the submission made by the appellant 
in appeal memo. It is oh~~rved that the demand has been raised and confirmed for ~ 

short payment of tax i.A. 18% instead of 28% due to wrong classification of 
Transmission shafts (including cam shafts and crank shafts) , cranks and gears under 
HSN tariff heading 7326. as forged item instead of classification of said goods 
Transmission shafts (inclu~lng cam shafts and crank shafts) and crank under HSN 8483 
and Gear under HSN 871•~• The appellant has strongly contended the said demand on 
the ground that they have supplied the forged items which is rightly classifiable under 
HSN 7326 as the said for~:ed item is not recognizable as Transmission shafts (including 
cam shafts and crank sha;'ts), cranks and gears. It was contended that the said forged 
items cannot be used as T'ransmission shafts (including cam shafts and crank shafts), 
cranks and gears due to tile reason that the said items were not fully manufactured and 
certain machining processi are further required for manufacture of Transmission shafts 
(including cam shafts and prank shafts), cranks and gears. 

12. In the instant case,,'. I find that Mis. The Hi-Tech Gears Limited, Bhiwadi i.e 
appellant has having two unit. One unit i.e. appellant is situated in Bhiwadi, Rajasthan 
and other unit is situate& 'in Manesar, Haryana. The dispute is with regards to the 
goods transferred/supplied by the appellant unit's at Bhiwadi to their Manesar unit. The 
department is of the view that the forged items have taken essential character of 
Transmission shafts (inclu,d,ing cam shafts and crank shafts), crank and Gear, therefore 
classifiable under headin~ .8483 and 8714. Whereas, the appellant is of the view that 
the saif forged item cann8t be used for its intended purpose and therefore classifiable 
under HSN 7326 . t 
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13. Thus, in the instant g:ase, the main issue is whether the forged items recognized 
by the department as Tran~mission shafts (including cam shafts and crank shafts) and 
crank are classifiable undet:HsN 8483 and Gear under HSN 8714 or under HSN 7326 
as made/claimed by the ;:ip~~llant. 

i'' 
14. Having regards to fa}t and circumstances of the case, it is pertinent to go through 
manufacturing process und~rtaken in Bhiwadi Unit (Appellant) and Manesar Unit as well 
as the item manufactured and supplied from Appellants unit i.e. Bhiwadi and its sister 
concern at Manesar. The process of manufacture and the resultant product (shown as 
images) are detailed hereur~der: 

14.1 Manufacturing Pro!;ess ., 
Bhiwadi Unit (Appellant) 

_Hot-Forged components involve mainly following process: 

1. Billet Cutting;, In this process, the long alloy steel bars are cut into the 
uniform de:3ired pieces known as billets. The specifications of the billet 
are pre-d,efir,1ed with respect to the weight & length as per the desired 
shape of thp final products. 

' 
2. Billet Heiting: After cutting the billets, they are taken for heat 

treatment ~ir;ocess where they are heated up to a high temperature of 
about 12009C in induction heating furnaces for the purpose of forging 
into the de'.3'red shape of the final products as per the design provided 
by HMCL. . • 

J ' 

3. Hot Formihg Process: In this process, small pieces of heated billets 
are put in between dies and force is applied on the dies to get the 
required stiapes and size of the part, the process is completed in 2 
steps, pre-lprming and finish forming, 

4. Trimming:; In this process, the excess outer layer of metal remaining 
after the hc•t forming process is removed. 

5. Hardening.;•& Tempering Process: During the process of forming, 
since the rrietal is treated at high temperatures, it loses its hard-metallic 
propertiw \md becomes fragile. To regain the metallurgical properties 
and requis)te hardness, this process is performed on the hot formed 
articles wh,p,rein they are heated on high temperatures and thereafter, 
immedia~etJ,i quenched off. These quenched components are heated 
again to a :r,eilatively low temperature and cooled off slowly. This process 
is perform~d to relieve the internal stresses and regulate the hardness 
and toughrie\ss, which were lost during hot forming process. 

6. Shot Blasting: Shot Blasting is the cleaning operation and it removes 
the scales ,jenerated during the process of hot forming, hardening and 
tempering. 1 . 

I 

7. Grinding li~nd ultrasonic Inspection: To get the formed part inspected 
for cracks,( :ultrasonic inspection is done and as a preparatory part 
grinding is [Jetting done for smoothening the surface. 

Cold Forging: 
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In the cold-forgirtg process, the following processes are carried out on such 
unfinished forged :items at the Bhiwadi Unit of THGL before being transported 
to its Manesar Urit for machining: 

t 
1. Phosph~.$i.i1g;_ In this process, the unfinished forged items are coated 

with a solu;ion of different lubricating chemicals which creates a layer 
around it rfiaking the surface lubricated, which ultimately helps in the 
process of,~pline Extrusion. 

2. Spline Extrusion: The component is heated up while slowly being 
passed thr9ugh a die. Thus, in this process the length of the unfinished 
forged itenjs received from the vendor is increased along with spline 
formation. ; 

l 

Manesar Unit (Sister Concern or Recipient of forged items) 

Following Machining activities are performed at the Components, based 
on specific prpduct use & requirement, at the Manesar Plant: -

' 
a. Facing & t ,entering 
b. Finish Tui':1ing 1 & 2 (Based on faces) 
c. U- Drilling". • 
d. Deburriiigj 
e. Keyway Milling I Cylindrical Grinding 
f. Hobbing f 
g. Spline Rdil,ing 
h. Gun Drilli:Jg 
i. Case Carhurizing 
j. Shot Bla~t(ng 
k. Laser Ma\-icing 
I. StraighteI•1ing 
m. Annealinr, : 
n. Grinding ' ; 
o. Final lnsoection 
p. Packing ~' Dispatch 

14.2 Resultant Product ~ 

Primary forged:gear and the Finished gear 

Photograph P15 

:' 13hiwadi Unit Manesar Unit. 
1-, 
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- Forged Gear Shaftr nd Finished Gear: 

11 ,, 

R~1otograph P16 

;Bhiwadi Unit 
\ , 

,1· , 

Fo,ged Crank ShT aod Finished Goa<, 

{Photograph P7) 

Manesar Unit 

Photograph P17 {colly.) 

B~iwadi Unit Manesar Unit 

Injector Clamp: 
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Bhiwadi Unit 

, , 
j · Photograph P18 (colly.) 

Manesar Unit 
i, 
j, 

After going throug~ the manufacturing process and resultant products at 
Appellant's unit at ,~.Bhiwadi and her sister concern at Manesar, it is to be 
examined whether tl,'e resultant products at Appellant unit is classifiable under 
chapter heading 7~~6 as forged items or as Transmission shafts, crank under 
HSN 8483 and Gea.~ µnder HSN 8714 as per department version. In this regards 
the HSN Entry and ~}pies of said chapter heading is reproduced hereunder: 

tr,:; 
~i 

(A) HSN 7326 ~; 

" Tariff items Ii Description of Goods 
7326 f ! OTHER ARTICLES OF IRON OR STEEL 

r, - Forged or stamped, but not further worked 
\lf ... 

732619 
' 

-- Other 
73261910 --- For automobiles and earth moving equipments 
73261990 --- Other 

The scope of ¢;l,1apter Heading 7326 has been extracted 
portion of the Hi N is reproduced below for quick reference: 

of the relevant 

'li "Chapter73 
Articles of iron or steel 

GENERAL 

This b hapter covers a certain number of specific articles in 
headrgs 73.01 to 73.24, and in headings 73.25 and 73.26 a 
grouzj .of articles not specified or included in Chapter 82 or 83 ,, 

/· 
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and {G,t falling in other Chapters of the Nomenclature, of iron 
(inclui/ing cast iron as defined in Note 1 to this Chapter) or 
steel. 1. 

·, 
73.26j pther articles of iron or steel(+). 

This heading covers all iron or steel articles obtained by forging 
or pu,)ching, by cutting or stamping or by other processes such 
as folding, assembling, welding, turning, milling or perforating 
other than articles included in the preceding headings of this 
Chaple·r or covered by Note 1 to Section XV or included in 
Chapter 82 or 83 or more specifically covered elsewhere in 
the Nbmenclature. 

This peading does not cover forgings which are products 
falling'; in other headings of the Nomenclature (e.g., 
recoilnisable parts of machinery or mechanical appliances) 
or urilinished forgings which require further working but have 
the e~~ential character of such finished products. 

Subheading Explanatory Note. 
Subheadings 7326. 11 and 7326.19 

After Y/,rging or stamping, the products of these subheadings 
may have been subjected to the following working or surface 
treatments: 

Remdyal of burrs, runouts and other stamping defects by rough 
burrin~, grinding, hammering, chiselling or filling; removal of 
anne~ling by acid dipping; simple sand-blasting; roughing or 
rougti. 'bleaching and other operations intended exclusively to 
detect • flaws in the metal; application of rough coatings of 
grapli!ie, oil, tar, red lead or similar products, clearly intended to 
prole?,t the subjects against rust or other types of oxidation; 
stam/,fJ'.-1g, punching, printing, etc., with simple inscriptions, such 
as tra%~emarks." 

Rule 2(a) of the General Rules of Interpretation provides that any 
reference in a Chapter Heading of the Customs Tariff to an article shall be 
taken to include ·a reference to that article incomplete or unfinished, provided 
that, as presJnted, the incomplete or unfinished article has the 
essential charabter of the complete or finished article. 

(B-) HSN 8483 

8483 

I 

I. 
j • 

!! 

T,RANSMISSION SHAFTS (INCLUDING CAM SHAFTS AND 
'f, 

~RANK SHAFTS) AND CRANKS ; BEARING HOUSINGS 

'i :ND PLAIN SHAFT BEARINGS ; GEARS AND GEARING; 

~il'>.LL OR ROLLER SCREWS ; GEAR BOXES AND OTHER 
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1., SPEED CHANGERS, INCLUDING TORQUE 
' 

' ~;ONVERTERS; FLYWHEELS AND PULLEYS, INCLUDING 

f;\ULLEY BLOCKS ; CLUTCHES AND SHAFT COUPLINGS 
l 

(INCLUDING UNIVERSAL JOINTS) j; • 

1107 t Transmission shafts (including cam shafts and crank 
) 

shafts) and cranks : 

84831010 ' --- Crank shafts for sewing machines 

84831091 --- Other 
i 

84831092 /1 ---- Crank shaft for engines of heading 8407 
l· 

84831099 ---- Crank shaft for engines of heading 8407 

---- Other 

84832000 - Bearing housings, incorporating ball or roller bearings 

84833000 '." Bearing housings, not incorporating ball or roller bearings; 

plain shaft bearings 

84834000 ( '! - Gears and gearing, other than toothed wheels, chain 
·lp sprockets and other transmission elements presented 
,t • 

{eparately; ball or roller screws; gear boxes and other speed 

changers, including torque converters 

Reference to HSN: 
I 
I 

The scope of C;hapter Heading 7326 has been extracted of the relevant 
portion of the HSN is reproduced below for quick reference: 

"84.8:l~ Transmission shafts (including cam shafts 
and c.rank shafts) and cranks; bearing housings 
and r-ilain shaft bearings; gears and gearing; ball or 
ro//e/ .• screws; gear boxes and other speed 
chani1ers, including torque converters; flywheels 
and pulleys, including pulley blocks; clutches and 
shaf{couplings (including universal joints). 

, ' . , . ' 
The goods covered by this heading are mainly: 
(i) Ce1tain mechanical parts which are used in the 
transmission of power from an external power unit to 
one or more machines. 
(ii) Certain internal parts of a machine, used to 
transmit power to the various parts of the same 
mach:he. 
(A) TRANSMISSION SHAFTS (INCLUDING CAM 
SHAFTS AND CRANK SHAFTS) AND CRANKS 
Thesi~ usually transmit a rotary motive power. They 
inclucfe: 
(1) Main shafts or driving shafts driven directly by 
the 1Tiotor. 
(5) • C;(anks and crank shafts. These may be either 
madfi. -'in one piece or assembled from several parts. 

I:, 
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They :receive a reciprocating motion (e.g., from a 
piston\ engine) and converl it into rotary movement, or 
vice V:~rsa. 
(6) C~m shafts and eccentric shafts. 

{ . 

(C) qEARS AND GEARING INCLUDING FRICTION 
•• GEARS 

AND CHAIN SPROCKETS 

The basic gear is the toothed wheel, cylinder, cone, 
rack or, wonn, etc. In an assembly of such gears, the 
teeth of one engage with the teeth of another so that 
the rotary movement of the first is transmitted to the 
next, ):lnd so on. According to the relative number of 
teeth in the separate units, the rotary movement may 
be transmitted at the same rate, or at a faster or slower 
rate; 

accorfl!ng to the type of gear and the angle at which it 
mesh~'s with the next, the direction of transmission 
may 6e changed, or a rotary movement converled into 
a line'ar movement or vice versa (as with a rack and 
piniorli 

The group covers all types of gears including simple 
cog wheels, bevel gears, conical gears, helical gears, 
wonn$! rack and pinion gears, differential gears, etc., 
and assemblies of such gears. It also covers toothed 
and similar wheels for use with transmission chains. 

The treading also excludes : 
(a) Pieces roughly shaped by forging, of heading 
72.07! · 
(b) Transmission equipment of the kinds described 
above . (gear boxes, transmission shafts, clutches, 
differentials, etc.), but which are designed for use 
solelfor principally with vehicles or aircraft (Section 
xvu}:it should, however, be noted that this exclusion 
does ir,ot apply to internal parls of vehicle or aircraft 
engi'Ws - these parls remain classified in this heading. 

Thus / a crank shaft or a cam shaft remains in this 
heading even if it is specialised for a motor car engine; 
but motor car transmission (propeller) shafts, gear 
boxes and differentials fall in heading 87.08. 

t: 
It should furlher be noted that transmission equipment 
of the' type described in this heading remains classified 
here even if it is specially designed for ships." 

Thus, this Chapter Heading 8483 of the Customs Tariff inter alia covers 
transmission sha1ts, crank shafts and gears. 

( 
i .' ,. 
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(C) HSN 8714 

8714 PARTS AND ACCESSORIES OF VEHICLES OF 
; HEADINGS 8711 TO 8713 

871410 
: 

- Of motorcycles (including mopeds): 
87141010 :; , --- Saddles 
87141090, --- Other 

The extract of the q:ilevant portion of the HSN is reproduced below for quick 
reference: • • • 

"This heading covers parts and accessories of a kind 
used 1vith motorcycles (including mopeds), cycles fitted 
with /m auxiliary motor, side-cars, non-motorised 
cycles, or carriages for disabled persons, provided the 
parts : and accessories fulfil both the fo/iowing 
conditions: 

(i) They must be identifiable as being suitable for use 
solely'or principally with the above-mentioned vehicles; 

and (ii), They must not be excluded by the provisions of 
the Notes to Section XVII (see the corresponding 
Gene/ii Explanatory Note). 

Parts ~nd accessories of this heading include : 

(3) G9aring, gear boxes, clutches and other 
trans~ission equipment, and parts thereof, for 
motot(rcles. 

(4) l-1/heels and parts thereof (hubs, rims, spokes, 
etc.). 

(7) C/rank-gear and parts thereof (crank-wheels, 
cranks,· axles, etc.), pedals and parts thereof (axles, 
etc.); toe-clips. 

/1 

16. On perusal of HSN 7326, 8483 and 8714, I find that that the said HSN covers: 

16.1 HSN 7326: 
i! 

16.1.1 it is apparent that ~JSN 7326 covers the all iron or steel art,cles obtained by 
forging or punching;·1 by cutting or stamping or by other processes such as 
folding, assembling, 'iNelding, turning, milling or perforating other than articles 
included in the preqeding headings of this Chapter or covered by Note 1 to 
Section XV or incl~i,led in Chapter 82 or 83 or more specifically covered 
elsewhere in the Noi:)1,enclature. This heading does not cover forgings which are 
products falling in otf;1er headings of the Nomenclature (e.g., recognisable parts 
of machinery or mechanical appliances) or unfinished forgings which require 
further working but h~ve the essential character of such finished products. 

16.1.2 Further on perusal df "Sub-heading Explanatory Note of 7326.11 and 7326.19, it 
appears that proces~• of forging or stamping also covers the working or surface 
treatment process i.~: "Removal of burrs, runouts and other stamping defects by 
rough burring, grinding, hammering, chiselling or filling; removal of annealing by 
acid dipping; simple sand-blasting; roughing or rough bleaching and other 
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operations intended ;E,xclusively to detect flaws in the metal; application of rough 
coatings of graphite', oil, tar, red lead or similar products, clearly intended to 
protect the subjects ,against rust or other types of oxidation; stamping, punching, 
printing, etc., with simple inscriptions, such as trademarks, " 

16.2 HSN 8483: 

16.2.1 This Chapter Headihg 8483 inter alia covers transmission shafts, crank shafts 
and gears. However.; 'this HSN does not cover the (a) Pieces roughly shaped by 
forging, of heading'f 'r2.07 (b) Transmission equipment of the kinds described 
above (gear boxes, transmission shafts, clutches, differentials, etc.), but which 
are designed for use solely or principally with vehicles or aircraft (Section 
XVII); It should, however, be noted that this exclusion does not apply to internal 
parts of vehicle or aii-craft engines - these parts remain classified in this heading: 
Thus a crank shaft or a cam shaft remains in this heading even if it is specialised 
for a motor car engir't?; but motor car transmission (propeller) shafts, gear boxes 
and differentials fall .in heading 87.08. Accordingly, the department has held the 
classification of Transmission shafts (including cam shafts and crank shafts), 
cranks under this he~ding. 

16.3 HSN 8714: 

16.3.1 7his heading covers parts and accessories (i.e. Gearing, gear boxes, clutches, 
Crank Gear and p,3_rts thereof) of a kind used with motorcycles (including 
mopeds) clearly ider;,tifiable as being suitable for use solely or principally with the 
above-mentioned -;,:€:hicles. Accordingly, the department has held the 
classification of 'G~a'r' under this heading. 

-J.. ·, 
17. As regards the dep~r.tment contention that the forged items have taken essential 

character of Transni,;,sion shafts (including cam shafts and crank shafts), crank 
I{ , 

and Gear, therefore;-classifiable under heading 8483 and 8714, I find that as per 
exclusion clause of '9hapter 7326, it is mentioned that the said heading does not 
cover forgings whict;1 :are products falling in other headings of the Nomenclature 
(e.g., recognisable parts of machinery or mechanical appliances) or 
unfinished forgings \ !✓ hich require further working but have the essential character 
of such finished products. 

17.1 Now the ·question ~rises whether the said Transmission shafts (including cam 
shafts and crank s6afts), crank and Gear are clearly recognizable as specific 
parts and have takep essential character of such Transmission shafts (including 
cam shafts and cra6·k shafts), crank and Gear. In this respect, it is essential to 
understand what wd~ld comprise the "essential character" of any given article or 
product. In this res~ect, the factors that determine the essential character vary 
between different kiiids of goods and the same may be determined on the basis 
of the nature of tt~ goods in question or the use for which the goods are 
intended. The goods_ that require precision in terms of composition and shape, 
the criteria may be different than for primary goods. CBEC vide Circular No. 
225/59/96-CX, datep 01.07.1996 has clarified that castings coming out of the 
castings moulds up to the stage of proof machining and requiring further 
machining before '.being used as machine parts would be appropriately 
classifiable under Ch:apter 73. However, those castings which do not require any 
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machining after the.i,, emergence from casting moulds viz. prec1s1on castings 
and/or are, as such)'. ready to be used as machine parts would be regarded as 
articles having essential character of machine parts and would be classified 
under Chapters 84, 85, 86, 87 etc. The above circular clarifies that it is only 
the goods which do not require further machining are as such classifiable 

11 under Heading 84, 85, 87, otherwise if they require any further machining 
then they are corre~tly classifiable under Heading 73.26. 

h 

II 

17.2 Further on going through the nature of process carried out in appellant unit at 
Bhiwadi and her sister concern at Manesar, I find that in the appellant's unit the 
following process arEi undertaken: 

i 

• Billet Cutti~1g from Alloy Steel Bar and Billet Heating 
• Pre-Formiqg and Finish Forming 
• Trimming ' • 
• Heat Treati11ent i.e., Hardening 
• Tempering Process 
• Shot Blastihg and Grinding 
• Inspection : 

,).\ 

17.3 On going through the said process undertaken in appellant's unit, it is noticed 
that the said proci}i;s is identical/similar to the process mentioned under 
explanatory notes to:;~ubheadings 7326.11 and 7326.19. Further, explanatory 
notes chapter 7326 r,,,ot only covers the process of forging or stamping but also 
covers the process c;f "Removal of burrs, runouts and other stamping defects by 
rough burring, grinding, hammering, chiselling or filling; removal of annealing by 
acid dipping; simple sand-blasting; roughing or rough bleaching and other 
operations intended {ftxclusively to detect flaws in the metal; application of rough 
coatings of graphite, . oil, tar, red lead or similar products, clearly intended to 
protect the subjects ii.'lainst rust or other types of oxidation; stamping, punching, 
printing, etc., with sifnple inscriptions, such as trademarks." From the above, it 
is apparent that all tt'le process carried out by the appellant in its unit is covered 
under chapter headin11 7326 though the same are being carried out after forging 
out of the product. ' 

,·j i 

17.4 I have also gone throiJgh the process undertaken at Manesar unit i.e. Facing & 
Centering, Finish Turning 1 & 2 (Based on faces), U- Drilling, Deburring, Keyway 
Milling / Cylindrical.1 1Grinding, Hobbing, Spline Rolling, Gun Drilling, Case 
Carburizing, Shot B(.asting, Laser Marking, Straightening, Annealing, Grinding, 
Final Inspection and Packing & Dispatch. From the above process, it is 
apparent that some f 6f the processes are part of process as per explanatory 
notes to chapter 73?13 and the remaining are required to manufacture of final 
product. Thus after final manufacturing of final product i.e Transmission shafts 
(including cam shafts and crank shafts), crank and Gear, the same are 
classifiable under H~\N 8483 and 8714. I also find from the definition of 'Basic 
Gear' that basic gear is the toothed wheel, cylinder, cone, rack or worm, etc. In 
an assembly of such·1Qears, the teeth of one engage with the teeth of another so 
that the rotary movefoent of the first is transmitted to the next, and so on. Thus, 
in the instant case,.Gear is clearly classifiable under HSN 7326 being forged item 
as the process for i"making tooth, cylinder, cone rack etc. are being not 
undertaken in appella:nt unit. Further, under HSN 8714, the product ready to use 
is classifiable and th~refore the forged Gear is not classifiable under HSN 8714. 
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17.5 Further, from the im1{ages of the resultant products submitted by the appellant 
which shows lot of diff~rence between the forged items classifiable under chapter 
heading 7326 and th~· manufactured product classifiable under chapter heading 
8483 and 8714. ~!rom the images, I find that the said items are clearly 
recognizable as forg$d item and does not have essential shape to classify the 
same under finished goods. Further, without taking further processing i.e. 
machining and other . process, the said items cannot be used for intendent 
purpose. 

17.6 I also find that the investigation has failed to verify the process undertaken and 
products ·manufactured at Manesar Unit. Further, in this case there is no charge 
that the goods have'not cleared to Manesar unit but directly supplied to Hero 
Motocorps. Thus, it is an admitted fact that the goods shown in the 'Images' 
(forged) has been SJJpplied to Manesar unit. Further there is nothing in the 
investigation which snows that the goods were parts of automobiles and can be 
used as automobile p~.rts. 

17.7 From, the above prof,?SS undertaken at appellant unit at Bhiwadi and her sister 
concern at Manesar: :and the images submitted by the appellant, I find that 
products i.e. Transmiision shafts (including cam shafts and crank shafts), crank 
and Gear are clearly,b!assifiable under HSN 7326 as forged items. 

i1 

17.8 My above views is aff,O supported with the decision of the Larger Bench of the 
Hon'ble Tribunal in ~lie case of Mis. Jaypee Forgers v. Collector of Central 
Excise, Bombay, 1996 (83) E.L. T. 49 (Tribunal) and the CBEC vide Circular 
No. 225/59/96-CX, dated 01.07.1996. 

18. In view of above, I finp that there is no infirmity in classification of forged products 
under HSN 7326, th~~efore, the demand confirmed alongwith interest under the 
impugned order is not sustainable and liable to be dropped. 

' 19. Accordingly, I set as1.·pe the impugned 010 passed by adjudicating authzrity d 
allow the appeal filediby the appellant. 

;'; ~tf;,-
.' (llRq~ 

M/s The Hi-Tech Gears Limited~; 

A-589, C-588, SP-146A, 

RIICO INDUSTRIAL AREA, ,; , 

BHIWADI, Alwar, 

Rajasthan, 301019 

GST No. 08AAACH0156K1ZP 
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~1-. ~ ~ .~~~~ ~~"GlFl. ~ ~ 
2. mwr~.~~<icf~~,Alwar, ~ 
3. '3ti ,~~~~1«f~~-C, Bhiwadi 
4.. 3ftfil\fcl? .~ ~ 1«f ~f<~ t,r XI ~ -C, Bhiwadi 
5. 1JIB~ 
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17.5 Further, from the images of the resultant products submitted by the appellant 
which shows lot of difference between the forged items classifiable under chapter 
heading 7326 and the manufactured product classifiable under chapter heading 
8483 and 8714. From the images, I find that the said items are clearly 
recognizable as forged item and does not have essential shape to classify the 
same under finished goods. Further, without taking further processing i.e. 
machining and other process, the said items cannot be used for intendent 
purpose. 

17.6 I also find that the investigation has failed to verify the process undertaken and 
products manufactured at Manesar Unit. Further, in this case there is no charge 
that the goods have not cleared to Manesar unit but directly supplied to Hero 
Motocorps. Thus, it is an admitted fact that the goods shown in the 'Images' 
(forged) has been supplied to Manesar unit. Further there is nothing in the 
investigation which shows that the goods were parts of automobiles and can be 
used as automobile parts. 

17.7 From, the above process undertaken at appellant unit at Bhiwadi and her sister 
concern at Manesar and the images submitted by the appellant, I find that 
products i.e. Transmission shafts (including cam shafts and crank shafts), crank 
and Gear are clearly classifiable under HSN 7326 as forged items. 

17.8 My above views is also supported with the decision of the Larger Bench of the 
Hon'ble Tribunal in the case of Mis. Jaypee Forgers v. Collector of Central 
Excise, Bombay, 1996 (83) E.L. T. 49 (Tribunal) and the CBEC vide Circular 
No. 225/59196-CX, dated 01.07.1996. 

18. In view of above, I find that there is no infirmity in classification of forged products 
under HSN 7326, therefore, the demand confirmed alongwith interest under the 
impugned order is not sustainable and liable to be dropped. 

Accordingly, I set aside the impugned 010 passed by adjudicating author~ d 

allow the appeal filed by the appellant. ~i/rf 
19. 
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