
Classification of parts and 
accessories of motor vehicles: 
Rekindling the ‘Nomenclature’?



Background
The judgment of Westinghouse Saxby Farmer Limited v. CCE, 2021-VIL-33-SC-CE got much 
expected attention from Industry as well as legal fraternity. And for valid reasons as well! The Supreme 
Court classified Relays used in railways under Heading 8607 (covering parts of Railways) as against 
the specific Heading 8536 (covering Relays by Nomenclature). The unique point of this judgment was 
that it was pronounced by a Full Bench of Supreme Court (3-Judge Bench), while all other decisions on 
this issue, prior to this judgment were of Division Benches.

While the judgment brought joy for Railway Industry (reducing GST rate on goods from 28%/18% 
to 12%), it put Automobile Industry into disarray, bringing classification of parts of motor vehicles in 
doubt (which could result in increasing GST rate from 18% to 28%). While Automobile Industry was 
desperately waiting for some clarification from revenue, first glimmer of hope has finally arrived in 
the form of Supreme Court’s dismissal order in the case of CCEST v. Shiroki Auto Components 
India Private Limited, Civil Appeal No. 1623 of 2021. The Supreme Court upheld CESTAT’s order 
classifying ‘child / spare parts of vehicle seats’ under specific Heading 9401 (covering Seats of motor 
vehicles by Nomenclature) as against Heading 8708 (covering parts and accessories of motor vehicles) 
basis the ground that vehicle seats are specifically mentioned in Heading 9401 by ‘Nomenclature’.

The dispute revolves around interpretation of Note 2 and Note 3 of Section XVII (which governs Chapter 
86 and 87) of the Customs Tariff Act, 1975 (‘Customs Tariff’) which are briefed below:

• Note 2: Expressions “parts” and “parts and accessories” do not apply to listed goods, whether 
or not they are identifiable as for the goods of Section XVII. The list inter alia includes parts of general 
use of base metal or plastic, electrical machinery or equipment of Chapter 85, Articles of Chapter 90.

• Note 3: References in Chapters 86 to 88 to “parts” or “accessories” do not apply to parts or 
accessories which are not suitable for use solely or principally with the articles of those Chapters. A part 
or an accessory which answers to a description in two or more of the headings of those Chapters is to 
be classified under that heading which corresponds to the principal use of that part of accessory.

The Supreme Court in the case of Westinghouse (supra) discussed the above two Notes and held 
that in terms of Note 3, the test of ‘principal use’ attains supremacy over exclusions of Note 2. To 
that extent, the Supreme Court has made Note 2 redundant as logically both Notes need cumulative 
application.

Role of HSN Explanatory Notes in the entire controversy

The First Schedule to the Customs Tariff Act, 1975 (‘Customs Tariff’) is based on the Harmonized 
System of Nomenclature (‘HSN’), which is a globally accepted schedule for classification and is issued 
by Word Customs Organization. Professionals or taxpayers are often witnessed scratching their heads 
in confusion while reading the HSN or the Customs Tariff. Explanatory Notes to HSN (‘Explanatory 
Notes’) act as an invaluable guide to interpret the Schedule and coverage of respective Headings. The 
Courts have time and again referred to these Explanatory Notes to decide the classification issues.



Accordingly, to assure the correct application of Note 2 and Note 3 on classification of parts and 
accessories, guidance from Explanatory Notes to Section XVII can be taken. These Explanatory Notes 
provide that Headings under Section XVII cover only those ‘parts’ or ‘accessories’ which comply 
with all 3 of following conditions:

(i). Not excluded by Note 2 of Section XVII; 
(ii). Suitable for use solely or principally with articles of Chapter 86 to 88 [Note 3 of Section XVII], and
(iii). Not specifically included elsewhere in the Nomenclature

Needless to mention that apart from logical interpretation, HSN Explanatory Notes are loud and clear 
on conjunctive application of Note 2 and Note 3 while deciding classification of parts and accessories 
i.e. an item has its principal use with articles of Chapter 86 to 88 and it is not excluded by Note 2. 
Surprisingly, it appears that these Explanatory Notes have not been placed before the Supreme Court 
in Westinghouse (supra) and their discussion probably would have changed the entire verdict.

While the above arguments are academically intriguing, one needs to face the reality that the Supreme 
Court discussed both Note 2 and Note 3 and gave preference to Note 3 after due deliberation. Further, 
pronouncements of Supreme Court become law of the land and one will have to provide concrete 
reasons to lower forums (or even Division Bench of Supreme Court) for diverting from binding precedent. 

This is exactly where condition (iii) of Explanatory Notes to Section XVII might come to rescue for 
taxpayers (at least some of them). Since this condition is not part of Note 2 and Note 3 and was not 
separately discussed in Westinghouse (supra), the decision cannot be said to have an overriding effect 
on this condition. Further, the dismissal order of Supreme Court in the case of Shiroki (supra) post the 
judgment of Westinghouse (supra) revives the hopes of the Industry that this condition continues to 
have been considered and relied by the Courts and Tribunals to give favorable rulings.  

In past, the Courts consistently upheld the significance of ‘Nomenclature’ and classified components 
in specific Headings instead as ‘parts’ or ‘accessories’ under Section XVII. For instance, Car Mattings1  
and Safety Glass2 have been classified in respective Headings and not Heading 8708. 

Conclusion
Revenue’s clarification on confusion created by Westinghouse (supra) is still awaited. Multiple 
representations have been filed by Industry stakeholders in this respect. Thus, it will be interesting 
to note if this judgement could be distinguished on the ground of making Note 2 redundant and not 
discussing condition (iii) of Explanatory Notes.  

Irrespective, the Supreme Court’s recent dismissal of Revenue’s Civil Appeal in Shiroki (supra) solely 
on the basis of condition (iii) of Explanatory Notes, is keeping the hopes of Automobile Industry alive. 
The fate of this issue would be determined by Government’s action in near future.

1CCE v. Uni Products India Limited, 2020 (372) ELT 465 (SC)
2Chandra Lakshmi Laminated Safety Glass Limited v. CCE, 1995 (77) ELT 877 (Tribunal)
 



Deepak Suneja
Partner
(Author)
NITYA Tax Associates

Aasmee Mangla
Managing Associate
(Co-Author)
NITYA Tax Associates

Rubel Bareja
Associate
(Co-Author)
NITYA Tax Associates


