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COMMERCIAL TAXES DEPARTMENT

PROCEEDINGS OF THE COMMISSIONER OF COMMERCIAL TAXES, (KARNATAKA),
BANGALORE - CLARIFICATION UNDER SECTION 12 (7) OF THE KARNATAKA TAX ON ENTRY OF
GOODS ACT, 1979

Sub : KTEG Act, 1979 - clarification on liability of entry tax on import of "Bus Chassis" - reg.
Ref : Application dated 05-06-2014 of M/s KMS Bus Manufacturers Pvt. Ltd., Bangalore - TIN 29221137798.

In the application cited above, M/s KMS Bus Manufacturers Pvt. Ltd., No.129/1 B 1, Industrial Area, Mysore Road, Kengeri,
Bangalore - 560 060 has sought clarification regarding liability of entry tax on import of Bus Chasis and constructing bus body.

2. Section 12(7) of the Karnataka Tax on Entry of Goods Act, 1979 empowers the Commissioner of Commercial Taxes to clarify
the rate of tax payable under the Act, if he considers it necessary or expedient so to do, for the purpose of maintaining uniformity in the
work of assessments and collection of revenue. It is examined and found that the clarification requested by the petitioner is within the
scope of the aforesaid provision and it is necessary that the clarification be issued for the purpose of maintaining uniformity in the work
of assessments and collection of revenue.

3. Hence, the following clarification is issued.
CLARIFICATION NO. KTEG/CR-06/2014-15, DATED 22-07-2014

It is clarified that the 'Motor Vehicle Chassis" is not a scheduled goods for the purpose of levy of entry tax under the
Karnataka Tax on Entry of Goods Act, 1979.

P.R. 574 AJAY SETH
SC-100 Commissioner of Commercial Taxes,
(Karnataka), Bangalore

COMMERCIAL TAXES DEPARTMENT

PROCEEDINGS OF THE COMMISSIONER OF COMMERCIAL TAXES CLARIFICATION UNDER
SECTION 59(4) OF THE KARNATAKA VALUE ADDED TAX ACT 2003

Sub : KVAT ACT, 2003 - Clarification u/s. 59( 4) regarding the rate of tax applicable to printed PVC coated fabrics, flex
banners, Bill Boards, Back drops, Bus shelter prints of flex materials, Flex banners, Digital printed papers and
Glow Sign Boards in the case of M/s. Welpac products Systems Pvt. Ltd, Bangalore, TIN No. 29810091183 -
Regarding.

Ref : Notice under Section 59(4) of the KVAT ACT, 2003 Dated: 20-03-2014.

M/s. Welpac Products Systems Pvt. Ltd, Bangalore, TIN No. 29810091183 is engaged in printing and sale of PVC coated
fabrics, (Banner Flex), Bill boards, Back drop Digital printed paper . The dealer sought a clarification u/s 60 of the KVAT Act from the
Authority for Clarification and Advance Rules (ACAR), which vide order dt.11-12-2006 clarified that the goods of the dealer are liable to
tax 4% as falling under Entry 71 of the Ill Schedule to the KVAT Act, 2003.

Whereas, the Assessing Authority relying on clarification issued by the Commissioner of Commercial Taxes in another case of
M/s. Mariam's Marketing and Publicity, Bangalore levied tax on the sales turnover of M/s.Welpac Products Systems Pvt. Ltd, Bangalore
at 13 .5% u/s.4(l )(b )(iii) of the KVAT Act 2003. The dealer filed Writ Petitions challenging the said levy of taxes before the Hon'ble High
Court of Karnataka. The Hon'ble High Court in its order dt. 20-08-2013 has allowed the Writ Petitions on the ground that since the
clarification dt. 11-12-2006 issued in the case of the dealer has not been revised/modified/set aside, the said clarification is binding on the
Authorities.

On a re-examination of the matter, it is observed that the goods dealt in by M/s. Welpac Products Systems Pvt. Ltd,
Bangalore do not fall under entry 71 of the Ill schedule as they are commercially different from printed materials like brochures,
catalogues, leaflets, pamphlets etc. Therefore a notice dt. 20-3-2014 u/s. 59( 4) of the Karnataka vat Act 2003 was issued to
M/s. Welpac Products Systems Pvt, Ltd., Bangalore, proposing to issue clarification with regard to the rate of tax applicable to the sale
of the following goods as under:
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"Printed PVC coated fabrics, Flex Banners, Bill boards, Back drops, Bus shelter prints of Flex Materials, Digital Printed
Papers and Glow Sign Boards are taxable at 14.5% under section 4(l)(b)(iii) of the Karnataka VAT Act, 2003".

The reply dt. 23-04-2014 filed by the dealer is examined . The dealer has submitted that these goods are covered by entry 71
of the Ill Schedule to the K VAT Act, 2003 pertaining to all printed materials other than books meant for reading as there is no condition
imposed in the entry as to the material on which the printing is to be done.

However, it is observed that the goods sold by the dealer are commerecially different from printed materials other than books
meant for reading. Entry 71 of the Ill Schedule covers only printed materials in the group of books, brochures, catalogues, leaflets,
pamphlets etc. and it does not cover Flex Banners and similar other goods sold by the dealer.

Section 59(4) of the Karnataka Value Added Tax Act, 2003 empowers the Commissioner of Commercial Taxes to clarify the
rate of tax payable under the Act, if he considers it necessary or expedient so to do, for the purpose of maintaining uniformity in the work
of assessments and collection of the revenue.

In terms of sub-section (8) of Section 60 of the Karnataka Value Added Tax Act, 2003. Notwithstanding any clarification or any
ruling given by the "Authority for Clarification and Advance Rulings" under sub-section (2-D) pertaining to any particular goods, the rate
of tax payable in respect of such goods by the applicants hall be at such rate as may be clarified by the Commissioner under sub-
section (4) of section 59, from the date of its publication in the official gazette.

In view of the amendment brought into effect from 01-08-2013 rate of tax as clarified by the Commissioner would prevail over
rate of tax contained in any ruling issued by ACAR under section 60 of the KVAT ACT, 20083.

Hence, the following clarification is issued.
CLARIFICATION NO. KVAT/SMR/CR-09/2012-13, DATED 10-06-2014

It is clarified that the commodities "Printed PVC coated fabrics, Flex Banners, Bill boards, Back drops, Bus shelter prints of
Flex Materials, Digital Printed Papers and Glow Sign Boards are taxable at 14.5% under section 4(I)(b)(iii) of the Karnataka
VAT Act, 2003.

P.R. 575 AJAY SETH
SC-100 Commissioner of Commercial Taxes,
(Karnataka), Bangalore

COMMERCIAL TAXES DEPARTMENT

PROCEEDINGS OF THE COMMISSIONER OF COMMERCIAL TAXES, (KARNATAKA),
BANGALORE - CLARIFICATION UNDER SECTION 12 (7) OF THE KARNATAKA TAX ON ENTRY OF
GOODS ACT, 1979

Sub : KTEG Act, 1979 - clarification on liability of entry tax on 'Rectified Spirit' - reg.

Ref : Application dated 07-04-2014 of M/s Brindavan Alchohol and Allied Chemicals (P) Ltd.,No.46, 9th Main, 80 ft
Road, HAL 3rd Stage, Indiranagar, Bangalore-560075, KST No: 21213082.

In the application cited above, M/s Brindavan Alchohol and Allied Chemicals (P) Ltd., No. 46, 9th Main, 80 ft Road, HAL 3rd
Stage, Indiranagar, Bangalore-560075 has sought clarification regarding liability of entry tax on 'Rectified Spirit' for the assessment year
2000-01 and 2001-02.

2. Section 12(7) of the Karnataka Tax on Entry of Goods Act, 1979 empowers the Commissioner of Commercial Taxes to clarify
the rate of tax payable under the Act, if he considers it necessary or expedient so to do, for the purpose of maintaining uniformity in the
work of assessments and collection of revenue.

3. The matter is examined.

1 Rectified Spirit is liable to entry tax at the rate of 4% in terms of Notification No. FD 34 CET 98 (1) date: 31-03-1998 for
the period from 01-04-1998 to 31-03-2002.

2 As per the Notification No. FD 40 CSL 2001(2), dated 15" February, 2001 the Government has exempted the entry tax
payable by a dealer under the KTEG Act, 1979 on the entry of Rectified Spirit with effect from 16™ February, 2001,
which has suffered Additional Excise Duty or Additional Countervailing Duty under the Karnataka Excise (Excise Duties
and Fees) Rules, 1968 subject to the production of Certificate obtained from the concerned authority of the Department
of Excise in the form specified therein. The said Notification was amended retrospectively by Notification No.FD 18 CET
2009 dated 10-05-2010 by inserting the word 'revised fee' after the words "Additional Countervailing Duty" and the word
"Manufacturer" after the word "Winery" in the certificate specified therein. The effect of this amendment is that the
rectified spirit which has suffered either Additional Excise Duty or Additional Countervailing Duty or revised fee and
purchased by either Distillery or Brewery or Winery or Manufacturer is exempt.

3.  Thus, the benefit of exemption from payment of entry tax is a conditional one. The condition being production of
prescribed certificate as a proof of 'Rectified Spirit' having suffered' Additional Excise Duty' or 'Additional Countervailing
Duty' or Revised fee.
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4.  Any dealer who complies with the condition prescribed in the above Notifications only is eligible for exemption from
payment of entry tax. The decision rendered in the case of M/s KAP CHEM LIMITED. by its lessee M/s Brindavan
Alcohol & Allied Chemicals (P) Ltd., who is the applicant seeking clarification) in W.P.No. 4749/2004 (Excise) relating to
Karnataka Excise (Excise Duties and Fees) (Amendment) Rules, 2001, does not relax or dilute the conditions to be
fulfilled for availing the benefit of exemption under the Entry Tax Act in terms of the Notifications referred above.

5. The applicant has relied on the clarification issued by the Authority for clarification and Advance Ruling vide order No.
AR.CLR.CR-479/05-06 dated 31-10-2006 in the case of M/s J.P. Distilleries Pvt. Limited, Bangalore wherein it was ruled
as under :

Rectified Spirit is exempt from Entry tax vide Notification No.FD 40 CSL 2001 (2) dated 05-02-2001 which have suffered
Additional Excise Duty or Additional Countervailing Duty under Karnataka Excise Rules, 1968. Otherwise, it is liable to
tax at 4% entry tax, when brought for use in the manufacture of liquor.

The above clarification is not correct, as exemption from payment of entry tax is available subject to production of
prescribed certificate only as discussed above.

6. In view of the above, 'Rectified Spirit' is liable to entry tax at 4% in terms of Notification dated 31-03-1998 irrespective of
the purpose for which it is put to use, in the absence of prescribed certificate.

4. Hence, the following clarification is issued.
CLARIFICATION NO. KTEG/CLR/CR-02/2014-15, DATED 08-07-2014

It is clarified that 'Rectified Spirit' is liable for entry tax at 4% as per entry SI.No.(5) of the Table in the Notification No. FD 34
CET 98(1), dated 31-03-1998 during the period from 01-04-2000 to 31-03-2002.

P.R. 576 AJAY SETH
SC-100 Commissioner of Commercial Taxes,
(Karnataka), Bangalore
COMMERCIAL TAXES DEPARTMENT
PROCEEDINGS OF THE COMMISSIONER OF COMMERCIAL TAXES (KARNATAKA), BANGALORE.

Present : Sri Ajay Seth, IAS, Commissioner of Commercial Taxes (Karnataka).

Sub : KTEG Act, 1979 - Issue of clarification on tax rate on Cutting Tools like Drill bits, taps, reamers, cutters, end
mills, grinding wheels etc. - reg.

Ref : Application U/s 12(7) of the KTEG Act, 1979 filed by M/s Sansera Engineering (P) Ltd., No. 261/C,

Bommasandra Industrial Area, Bangalore - 99 dated 17.11.2013.
PREAMBLE :

The applicant M/s Sansera Engineering (P) Ltd., No. 261/C, Bommasandra Industrial Area, Bommasandra Post,
Bangalore - 560 099 is a registered dealer engaged in the manufacture and sale of Steel forgings, gear shifters, rockers arms,
connecting rods, crank shafts and other precision engineering products. In the course of and for use in the manufacturing process, the
Company purchases from registered dealers both from within the State and from outside the State as well, goods like drill bits, taps,
reamers, cutters, grinding wheels etc. The Company has sought clarification on the rate of tax on these cutting tools / machine tools by
filing application U/s 12(7) of the KTEG Act, 1979 enclosing some documents relating to the commodities and explaining its
understanding on the rate of tax under the KTEG Act on the said goods. The applicant is of the view that cutting tools / machine tools
purchased by him are in the nature of consumables which get wornout quickly and require to be replaced very frequently and they
cannot be considered as either parts or accessories of machinery falling under 52 of the First Schedule to the KTEG Act, and hence
they are not liable to entry tax.

2. Sri S. Venkataramani, Chartered Accountant, duly authorized by the applicant appeared before the undersigned and submitted
arguments in support of the views taken by the applicant. The learned authorized representative prayed for issue of clarification holding
that cutting tools purchased by the applicant are not parts and accessories of machinery and hence not liable to entry tax.

3. The arguments of the learned representative, in brief, are as under:-

a) The drill bits, taps, reamers, cutters, grinders, twist drills, end mills, grinding wheels are in the nature of consumables and
wearout or get consumed as part of the manufacturing process and do not form part and parcel of the end product. These
goods are akin to oils, coolants etc. and are not parts of machinery;

b)  These goods get worn-out after using them for a particular number of time or operations;

c) They are not parts or accessories or parts of machinery; unlike 'parts of machinery' which are integral and always to be
used in the machinery; these goods are interchangeable tools and are used based on the requirement of a particular
manufacturing process. A machine can use different tools and as such they do not become "parts of machinery";

d)  "Machinery parts" are always supplied by the manufacturers of the machinery, however these tools are not supplied by
the manufacturers of the machinery at the time of purchase of machinery. The tools are manufactured by different tools
companies as standard products and also as per customers' requirements.
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e) The goods in question namely, the drill bits, taps, reamers, cutters, grinders etc., are all "Tools" within the ambit of the
meaning as delineated in chapter 8207.00 of the Central Excise Tariff Act, 1985 because they perform one or more of the
operations which are mentioned in the heading aforesaid. In fact, the goods namely reamers, cutters and other
interchangeable tools find specific mention under the heading 8207 under sub-heads 82076010, 82077010 and 82079010
respectively. Hence, it can be unambiguously concluded without any hesitation that the subject goods are "Tools" only
and merit classification under CET Heading 8027.

f) Any proposition to consider the goods in question as "Parts of Machinery" finds no legal backing, support or cogent
reasoning based on the statute because, when the item finds specific mention under a specific heading under the tariff, a
different heading cannot be assigned to it in accordance with the cannons of interpretation as laid down under the norms
of classification in the 'Harmonized System Nomenclature (HSN)' which is the originator of classification of all goods. For
an item to be a part, the first and foremost condition for compliance is that it should be mentioned in the Section and
Chapter notes under concerned Headings as part and not specified elsewhere. Secondly, it should be solely and
principally used along with the subject "machine or machinery".

Q) The term "Part" finds definition in SI.No. 9.44 in the Foreign Trade Policy and it means - an element of a sub-assembly or
assembly not normally useful by itself, and not amenable to further disassembly for maintenance purpose. A part may be
a component, spare or an accessory. The goods in question do not fall under any of the above categories.

h)  The goods in question are not required for the functioning of the "machinery". It can be demonstrated that working of the
machines without the aid of these "tools".

4. The matter is examined. The Hon'ble Supreme Court of India, while disposing of Special Leave Appeal (Civil) Nos. 30297/2012
and 26651-26663/2013 by M/s R.K. Powergen Pvt. Ltd., and Others Vs. State of Karnataka, in its order dated 12.9.2013 held as
follows.-

In our view, first and foremost, the High Court ought not to have entertained the petitions and expressed its opinion. We say
so, for the reason that under the Act, a dealer is given an opportunity to move before the Commissioner of Commercial Taxes and seek
for a clarification. The clarification that may be sought is with regard to the exigibility of the goods in question under the Act Instead of
resorting to this mode and the method, the petitioner had chosen to approach the High Court for a declaration.

Further, the High Court; without expressing any opinion merely followed the decision of this court in yet another matter and
dismiss the petitions.

Learned Council for the petitioner submits that the petitioner has paid the entry tax on 'drilling bits' for the assessment years
2005-06 to 2009-10. Insofar as, those assessment years are concerned, he is not seeking any relief Now, he only seeks
permission of this court to raise the contention for the subsequent years of assessment that the "drilling bits" are not exigible
to the entry tax for the reason that they are consumables.

Permission sought for is granted. The petitioner, if he so desires can raise the said contention for the subsequent years before
the assessing authority.

The assessing authority will consider the same in accordance with law without being influenced by the orders passed by the
High Court in Writ Petition Nos. 19411 and 20091-101 of 2010.

Accordingly, the Special Leave Petitions are disposed of

5. In keeping with the directions of the Hon'ble Supreme Court of India, the applicant is entitled to approach the assessing
authorities or move the Commissioner of Commercial Taxes for seeking the clarification.

6. The Hon'ble Supreme Court did not lay down any law in respect of cutting tools but left it open with a direction that if the
assesse raises such a contention, the authority shall consider the contention in accordance with law in respect of issue as to whether
cutting tools are consumables or accessories or parts of machinery.

7. The undersigned is empowered under Section 12(7) of KTEG Act to clarify the rate of tax payable under the Act is it considers
it necessary or expedient so as to do for the purpose of maintaining uniformity in assessments and collections of revenue or for the
removal of any doubt. It is considered that the clarification requested by the applicant is within the scope of aforesaid provision and it is
necessary that clarification be issued for the purpose of maintaining uniformity in the work of assessments and collection of revenue and
also for removal of doubts.

8. In the Notification No. FD 11 CET 2002 dated 30.03.2002, SI.No. 7 of the table in the notification reads as under:-
"7. Machinery of all kinds and parts and accessories thereof but excluding agricultural machinery - 2%

If cutting tools are parts or accessories of machinery, then they become liable to tax in terms of the above notification.
However, the applicant's contention is that cutting tools are consumables and they are therefore neither part nor accessory of any
machinery.

9. Cutting tools are used as fitting or fixtures to the machinery in order to carry out the desired operation, viz. cutting, drilling a
hole etc. Without these tools, machinery cannot be used for the required purpose. No doubt, the cutting tools such as twist drills, taps,
reamers, cutters, grinding wheels etc. wear out after numerous repeated use and require to be replaced. However, even other parts and
accessories of machinery also require to be replaced after repeated use. It is not as if cutting tools are intended for single use and
thereby get consumed after any such single use just like fuel which get consumed in its use.
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10. In the case of Annapoorna Carbon Industries Company Vs. State of Andhra Pradesh reported in 37 STC 378, the Hon'ble
Supreme Court has held that arc carbons used in projectors or other cinematographic equipments are their accessories. While
delivering its judgement, the Hon'ble High Court, referring to accessories has observed as under:-

"We find that the term "accessories" is used in the schedule to describe goods which may have been manufactured for use as
an aid or addition. A sense in which the word "accessory" is used is given in Webster's Third New International Dictionary as followed:
"an object or device that is not essential in itself but that adds to the beauty, convenience, or effectiveness of something else". Other
meanings given there are: "supplementary or secondary to something of greater or primary importance"; "additional"; "any of several
mechanical devices that assist in operating or controlling the tone resources of an organ". "Accessories" are not necessarily confined to
particular machines for which they may serve as aids. The same item may be an accessory of more than one kind of instrument.”

11. The same view was held by the Hon'ble Supreme Court in the case of Union Carbide India Limited Vs. State of Andhra
Pradesh, reported in 98 STC 1. These decisions apply squarely to the issue under consideration. It is clear therefrom that the Supreme
Court did not hold 'arc carbon' as consumable.

12. In the case of Pioneer Enterprises Vs. joint Commissioner of Commercial Taxes (Appeals) and another, reported in 134 STC
138, the Hon'ble High Court of Karnataka has held that when an item is used only for obtaining enhanced efficiency of performance of
the main product and does not form part an essential integral part of the main product, it is an accessory. In the case of State of Uttar
Pradesh and another Vs. Kores (India) Limited, reported in 39 STC 08, the Hon'ble Supreme Court held that typewriter ribbon is an
accessory and not a part of the typewriter. Ribbon of a typewriter wears out frequently and is not sold along with a typewriter. It is not an
essential and integral part of the typewriter. But, the typewriter cannot work without a ribbon. In other words, ribbon aids the typewriter in
its functioning. Under these circumstances, the Hon'ble Supreme Court held that it is an accessory. The position of ribbon in a typewriter
is similar to a cutting tool in a machinery.

13. In commercial parlance, 'consumable' means something meant for consumption. As per Shorter Oxford English dictionary,
'consumable' means 'an article intended for consumption. not for repeated use' (emphasis supplied).

Similarly, accessory means 'an additional or subordinate thing; an adjunct. on accompaniment: a minor fitting or attachment'’
(emphasis supplied).

14. Reliance placed by the applicant on the classification of subject goods under the Central Excise Tariff Act, 1985 or the
descriptions of the said goods under the KST Act vide entry 1 (iii) of Part-M of the Second Schedule to the KST Act, 1957 would not be
relevant for the purpose of classification of the goods in question under the KTEG Act, 1979.

15. The applicant has contended that the goods in question are not required for functioning of the machinery. This is not
acceptable for the reason that a machine cannot be complete without a tool. In the absence of a tool, machine cannot function. Going by
this logic, tool is a part of the machinery. However, in view of the Supreme Court decisions cited above and drawing analogy therefrom,
it is to be held that the subject tools are not consumables but accessories.

16. Thus, on the basis of Supreme Court decisions cited above and commercial parlance, tools are not consumables. As held by
the Supreme Court in similar cases cited above, tools would squarely fall in the category of accessories.
ORDER NO. KTEG/CR-11/2013-14 DATED 07.07.2014

In the circumstances, it is clarified that cutting tools like drill bits, taps, reamers, cutters, end mills, grinding wheels etc. are not
consumables. They fall under SI.No. 52 of First Schedule to the KTEG Act, 1979 and are liable to tax at the rate of 2% as "machinery
accessories" as per SI.No. 7 of Notification No. FD 11 CET 2002 dated 30.03.2002.

P.R. 577 AJAY SETH
SC-100 Commissioner of Commercial Taxes,
(Karnataka), Bangalore
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