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1 HhTTq@ af8fblw, 1962 dt VFa 281 dt aq-gro (2) &usafhuw sw ~XT& d @
gfiIidfQa@tfq:q@ HndtaTa}I
A copy of this order made under sub-section (2) of Section 28-1 of the Customs Act, 1962
is granted to the concerned free of charge.

2. §qaMqnMhwiw#®Hr%qj{q&Mae+MMHGITen&€TRqaar+a
860fjqf&qtmqMa&3TfitVP a©qrqr@&wqu dt aTRTfIl

Any appeal against this Advance Ruling order shall lie before the jurisdictional High Court
of concerned jurisdiction, within 60 days from the date of the communication of such
IUling or order.

3. vm28-i baBawTfg@wIInTsqnTqqafb+fBfbkrdhvr@a©q@Tj3qaul
+©q©rq§tqa®, fM#WVRWafhfBfbhqqmqq}, eq+'TT, qt gt %ddI
The advance ruling pronounced by the Authority under Section 28 - 1 shall remain valid
for three years or till there is a change in law or facts on the basis of which the advance
ruling has been pronounced, whichever is earlier.

4. qHvTfb®wl@tqarv©ar}fbaT&goTTa afhrfif#htitwrgtqaul dtTrm
@iTqtTmvrnfbw qq q, a+q©+ft3mrqEitf§a@tfhw aTt"TTI
Where the Authority finds that the advance ruling was obtained by the applicant by fraud
or misrepresentation of facts, the same shall be declared void ab initio .
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afb{f8fhRl/ Advance Ruling

M/s. Carborundum Universal Limited (IEC No.: 0488033471) (hereinafter
referred to as 'the Applicant’) filed an application (CAAR-1) for advance ruling in the
Office of Secretary, Customs Authority for Advance Ruling (CAAFq) Mumbai. The said
application was received in the secretariat of the CAAFt, Mumbai on 02.01.2025 along
with its enclosures in terms of Section 28H of the Customs Act, 1962(hereinafter
referred to as the 'Act also’). Further, vide letter dated 16.07.2025, the applicant
clarified that they are seeking an advance ruling on the issue concerning the
classification of graphene when cleared as a composite material along with a carrier,
i.e., graphene impregnated in a carrier medium such as a masterbatch or solvent is
correctly classifiable under HSN 38019000 or otherwise, considering the provisions of
Rule 3(b) of the General Rules for Interpretation.

2. Applicanfs Submissions:

2.1 The applicant, Carborundum Universal Limited (CUMI), a company duly
incorporated under the Companies Act, 2013, with its registered office located at 43,
Parry House, Chennai, submitted that it operates one of its key manufacturing units at
Plot No. 18, Cochin Special Economic Zone (CSEZ), Kakkanad, Ernakulam, Kerala.
The company is engaged in the manufacture, procurement, and sale of a wide portfolio
of products, including abrasives, refractory materials, ceramics, and fused and
sintered materials, with operations both in India and abroad. Under its Electro Minerals
Division, CUMI manufactures and sells aluminium oxide, silicon carbide, zirconium
oxide grains, and high-purity fine powders such as graphite, graphene, and silicon
carbide, which find applications across various sectors including abrasives,
refractories, metal matrix composites, automotive components, and other advanced
materials.

2.2 it was further submitted that CUMI has made a significant long-term strategic
investment in establishing a dedicated 12,000 sq. ft. graphene manufat.,turing fat..,iity
within the CSEZ premises, which is duly approved under authorized operations by th;
Development Commissioner, CSEZ. This facility is the first of its kind ’in Kerala aid is
aligned with the company’s objective of entering into futuristic technologies and
advanced material domains. The graphene is produced from synthetic or natural
graphite–sourced primariIY from Bogala Graphite, Sri Lanka–using a top-down
chemical exfoliation process that converts multilayered graphite into -fewer-iayered
graphene structures. The applicant submitted a detailed–list of products alon6 with
their corresponding HSN codes, as approved by the Development CommissIoner,
Cochin Special Economic Zone (CSEZ), Kakkanad1 Ernakular+1, Kerala. Further thg
appllcant in his submissions stated that the graphene produced at the said SEZ unit is
cleared either for export or to the Domestic Tariff Area (DTA)1 in two distinct forms_
FameIYl as pure graphene or as a composite material wherein graphene is
impregnated into a carrier substance such as a masterbat(.,h or solvent- to- render it
suitable for end-use applications by customers.

2:3 The graphene produced exhibits superior mechanical strength, thermal and
electrical conductivity, barrier and antibacterial properties1 and is sJltable for a wide
range of high-petformance applications including energy storage systems, structural

>\

f;/d:}' ,/ / ...T.:: .L. ' " -(J}i&
\
;+

IF / ;\ !i
a

_HIP



composites, aerospace, biomedicine1 coatings1 sensors, paints, packaging, and
sustainable materials. However, due to its ultra-light weight, high surface area, low
density, and nant)material nature, graphene in its pure form is d-ifficult to handle and
incorporate directly into customer manufacturing processes. Therefore, in order to
make the material usable and commercially viable for downstream industries, CUMI
Incorporates graphene into various carrier media such as rubber, plastic, resin,
solvents, paints, varnishes, waxes, lubricants, and concrete admixtures.

2.4 The applicant stated that the incorporation process is entirely undertaken in-
house and that no outsourcing or job work is involved. The carrier media used in the
process are either supplied by the customer or independently procured by the
company, and serve as facilitators for the effective use of graphene by end-users.
Graphene does not chemically alter or react with these carrier materials; rather, it
significantly enhances their inherent characteristics without modifying their chemical
identity,

2.5 it was further clarified that the graphene-based products are cleared either in
pure form or in the form of masterbatches, dispersions, composites, or solutions,
depending on customer requirements. The graphene concentration in these composite
products typically ranges from 0.02% to 40%, and the final formulations are often
diluted by customers by a factor of 20 to 50 during actual usage, resulting in graphene
concentrations in the final product as low as 0.02% to 0.5%. Despite this low
concentration, the graphene imparts substantial improvement to the end-use
properties of the products.

2.6 To illustrate the value and effect of graphene addition, the applicant submitted
an example related to rubber manufacturing. In this case, 1 kg of rubber (costing
approximately ?250/kg) is mixed with 200 grams of graphene (costing around
?25,000/kg) to produce a masterbatch priced at ?5,250/kg. This masterbatch, when
diluted 20 times at the customer’s end, results in a graphene-impregnated rubber
product with a cost of t462.5/kg (t262.5 for the diluted masterbatch + t200 for the
rubber), but with significantly enhanced performance characteristics as compared to
conventional rubber.

2.7 The applicant submitted that its current practice is to classify pure graphene
(100%) under GTH 25041090, while composite products–where graphene is
impregnated in a carrier medium such as rubber, plastic, resin, solvent, etc.–are
classified under CTH 38019000. These goods are cleared either to the Domestic Tariff
Area (DTA), where the DTA buyer is considered the importer under SEZ Rules and
pays the applicable Customs duties and IGST, or exported.

2.8 However, the customs authorities at CSEZ have questioned the correctness of
the classification of graphene composites under CTH 38019000, referring to Rule 3(b)
of the General Rules for the Interpretation of the Tariff (GIFt), which mandates that in
the case of composite goods, classification should be based on the component
imparting the essential character. The authorities observed that Chapter 25 onIY
covers crude minerals and products subjected to minimal processing, whereas
Chapter 38 includes preparations based on graphite and other carb9p_.fqr[nq_qy9t] as
dispersions and pastes. . ;'’-.:=;'J' JI_ _ t),'_ I= hq::--:..;.,.
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2.9 in this context, the applicant reiterated that the carrier materials–though
present in greater volume and weight–serve purely as vehicles for enabling the use
of graphene, which imparts significant enhancement to the final product. The company
maintained that the graphene, despite its lower proportion, substantially transforms
the performance attributes of the end material. Nonetheless, it accepted that the
carrier retains its structural and functional identity.

2.10 The applicant emphasized that Rule 3(b) requires a determination of essential
character, not merely based on value, but on the component that defines the core
functionality of the composite good. While graphene significantly improves product
performance, it does not change the identity of the base material. Accordingly, the
applicant submitted that its current classification–pure graphene under CTH
25041090, and graphene composites under CTH 38019000–is in line with both the
technical nature of the goods and the interpretative rules under the Customs Tariff.

2.11 To aid in the determination, the applicant has submitted detailed data on the
composition of the products in terms of volume and value it also confirmed that these
graphene-infused products are manufactured at the SEZ unit approved under the
Letter of Approval (LOA) issued by the Development Commissioner, CSEZ, which
covers manufacture and supply of graphene powders, dispersions, composites, and
mixtures under the appropriate HSN codes.

2.12 in view of the differing interpretations by the jurisdictional customs authorities
and the potential classification implications under Rule 3(b) of the bIR, the applicant
has sought an advance ruling under Section 28H of the Customs Act1 1962. The
specific query is whether graphene, when cleared as a composite material
impregnated into a carrier medium such as a masterbatch or solvent is correctly
classifiable under HSN 38019000 or otherwise, considering the provisions of Rule 3(b)
of the General Rules for Interpretation.

3. Comments by the Jurisdictional Commissionerate

3.1 The jurisdictional Commissionerate, in response to the reference from the
Customs Authority for Advance Rulings, conveyed that M/s. Carborundum Universal
Limited, a unit in Cochin Special Economic Zone, Kakkanad, Cochin, imports (,raphite
under CTH 25041090 and exports Graphene in powder form under C,TH 38015000
Additionally, the unit undertakes DTA sales of (,raphene in various forms, such as
powder, aqueous dispersions, and composite formulations with carriers like plastics,
rubber, paint solvents, polishing wax, and lubricating oils.

3.2 it was reported that the applicant manufactures Graphene by chemically
exfoliating SYnthetic or natural Graphite, resulting in multilayer Graphene with
enhanced mechanical, thermal, electrical, barrier, and antibacterial properties. As
direct.use of 9raphene is impractical due to its unique physical c..,hara;,teFistic,s (e.g.,
ultra-light weight, high surface area, and low density51 {he applicant incorpo}at:g
Graphene into suitable carriers to address specific, industrial apF;lit.,ations.

3-3 . . The Commissionerate observed that the maste[batCh or product usually
contains Graphene at concentrations ranging from 0.02% to 40%, which, w+idn.ditute8
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further by end-users, results in final products containing Graphene in the range of
0-02% to 0.5%- it was emphasized that even such small quantities of Graphene
significantly enhance product performance.

3.4 It was also pointed out that the applicant sought classification of:

i.

11,

Pure Graphene powder (100% purity) under CTH 25041090; and
Composite products containing Graphene (0.02% to 40%) under CTH
38019000, citing that classification based on value consideration supports
Graphene classification.

3.5 The Commissionerate, however, disagreed with the applicant’s reliance on
Rule 3(b) of the General Rules for Interpretation, clarifying that Rule 3(b) does not
recognize the “value” of a component as a classification criterion. Instead,
classification must be determined based on the component imparting the essential
character of the goods.

3.6 it was opined that, as per Chapter Note 1 to Chapter 25, that Chapter covers
only products in crude form or those processed by limited physical means (such as
washing, crushing, screening, or similar processes), but excludes products subjected
to further manufacturing. Given that Graphene is a manufactured product and not in a
crude state, it does not fall under Chapter 25.

3.7 Accordingly, the Commissionerate concluded that Graphene powder,
Graphene dispersions, and composite formulations (e.g., Graphene with plastics,
rubber, solvents, wax, or oils) are appropriately classifiable under CTH 38011000 or
CTH 38019000 in line with Rule 3(b) of the General Rules for Interpretation.

4. Details of Hearing

A hearing was conducted on 23.06.2025 and 07.07.2025 at 11.30 AM. Shri Vinod
Kumar ON and Dr. Japen, the authorized representatives from the applicant’s side
appeared online for Personal hearing. They submitted that they are importing natural
graphite and manufacturing Graphene from it. The final product Graphene is used in
increasing the strength of the materials, making composite materials, paint, abrasive
varnish, battery, rubber, plastic and so on. That graphene is in powdery form and in
some cases it is either impregnated into the product in the master batch or dissolved
in a solution. When it is dissolved in the solution, content of graphene may vary about
0.02% to 0.5%. That even when a smaller quantity of graphene may cost significantly
in comparision of final finished products; to say one rubber sheet of 1 kg contains 200
gms of graphene but price of rubber sheet may cost Rs. 250/- per Kg whereas the
graphene value may go about Rs. 25,000/- per kg . It was specifically asked to provide
the details of the ingredients in the final products both in the terms of value and weight
regarding all the 37 products, they sought one week time, which was granted.

Nobody appeared from the department to represent the case- .... -. . - - _ .
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DISCUSSION AND FINDINGS

5.1 1 have taken into consideration all the materials placed before me in respect of
the subject goods including all the submissions made by the applicant during the
personal hearing. Accordingly, I proceed to pronounce a ruling on the basis of
information available on record as well as existing legal framework having bearing on
the classification of the goods in question under the first schedule of the Customs Tariff
Act, 1975, its corresponding Chapter notes, supplementary notes and relevant HSN
explanatory notes. As per the submission dated 16.07.2025 by the applicant, it is
understood that the matter pertains to the classification of graphene when cleared as
a composite material along with a carrier, i.e., graphene impregnated in a carrier
medium such as a masterbatch or solvent. This issue is squarely covered under
Section 28H(2)(a) of the Customs Act, 1962 as it relates to classification of goods
under the provisions of this Act.

5.2. To determine the correct classification of the proposed goods, it is important to
first identify the specific nature of the products. Upon a meticulous and comprehensive
examination of the submissions and technical documentation furnished by the
applicant, it emerges that the applicant is engaged in the manufacture and export of a
wide range of engineered materials, including abrasives, ceramics, electro-minerals,
and advanced composites. Its Electro Minerals Division focuses on the production of
fused and sintered materials such as aluminium oxide, silicon carbide. zirconium
oxide, fine powders like graphite, high-purity silicon carbide, and graphene, which find
applications in refractories, composites, abrasives, and specialized industrial sectors.
Graphene manufactured by the unit is cleared either to the Domestic Tariff Area (DTA)
or exported to foreign buyers. The carrier materials are procured externally, while the
entire preparation–including dispersion and impregnation of graphene into the
carrier–is carried out in-house within the SEZ premises. Graphene, in these
formulations, serves exclusively as a performance enhancer, without chemically
reacting with or altering the identity of the carrier medium. Graphene is produced using
a top-down chemical exfoliation method, wherein multilayer graphite (sourced
primarily from Sri Lanka) is converted into few-layer graphene. This material exhibits
superior thermal, electrical, barrier, antibacterial, and mechanical reinforcement
properties. Due to its nano-scale dimensions, low bulk density, and ultra-light weight,
graphene in pure form is generally unsuitable for direct use by downstream industries.
Accordingly, the applicant disperses it into appropriate carriers to enable safe
handling, dosing, and application by its customers. Depending on customer
specifications, the graphene content in the final product may vary from 0.02% to 40%
The selection of carrier and the concentration of graphene are tailored to suit the
intended industrial application. the carrier material constitutes a greater proportion by
volume or weight, its role is limited to serving as a medium for the safe handling and
effective application of graphene. Although the incorporation of qraphene imparts
significant functional attributes–such as enhanced mechanical strength. increased
electrical conductivity, and superior barrier properties–its presence dog
essential character of the final product. The qraphene ren
form within the composite and does not undergo any transformation tha{
the intrinsic identity, structure, or chemical com
Consequently, the final product retains the fundamental characteristics of the carrier
medium, and the mere addition of qraphene doe
substance or a distinct product in terms of its essential nature.
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5.3 Further, the Jurisdictional Commissionerate noted that the applicant
rnanufactures multilayer Graphene by chemically exfoliating Grapii-ib'"-a–id
!ncorporates it into carriers to suit specific industrial applications due to its
!mpracticalitY for gi.rect use. The Commissionerate observed -that while the applicant
hal s tIght classification of pure Graphene under CTH 25041090 and composites
under 9TH_38019000 citing value-based considerations, it disagrees with this reliance
on Rule 3(b), clarifying that classification should be based on essential character
[ather than value. It further opined that Chapter 25 excludes manufactured produc,tg
like Graphene, which is not in crude form. Consequently, the Commis:ion8;at:
concl.uded that Graphene powder, dispersions, and -carrier-based composites are
classifiable under CTH 38011000 or CTH 38019000 in accordance with kule 3(b) of
the General Interpretative Rules.

5.4 Upon a comprehensive examination of the technical submissions, supporting
documentation, and product range manufactured by the applicant under thb' brand
“CUMI Grafino®,” it is observed that the applicant produces a diverse array of
graphene-based materials including but not limited to masterbatches, dispersi8ns,
pastes, coatings, adhesives, lubricants, admixtures, and treated substrates. These
products are formulated by incorporating in-house manufactured graphene (via
chemical exfoliation) into various carrier media such as plastics, ru-bbers, resins,
solvents, and other polymeric or chemical bases. On analyzing the nature and function

specific properties such as tensile strength, electrical or thermal conductivityt barrier
performance, and UV resistance, without undergoing any chemical transformation or
modifying the intrinsic identity of the carrier material. The graphene remains chemically
intact and does not alter the essential structure or purpose of the matrix into which it
is incorporated.

5.5 Rule 3(b) of the General Rules for Interpretation of the First Schedule to the
Customs Tariff Act, 1975, which governs the classification of composite goods states
that

“Composite goods consisting of different materials or made up of different
components... shall be classified as if they consisted of the material or component
which gives them their essential character.”

The term “essential character,” though not statutorily defined, has been elaborated in
the Harmonized Systen1 Explanatory Notes to Rule 3(b), which guide that
determination may depend on the nature of the material or component, its bulk,
quantity, weight, value, or the role played in relation to the use of the goods.

5.6 in the present case, the carrier medium not only dominates quantitatively but
also confers the functional utility, commercial identity, and end-use applicability of
the product. The graphene acts as a property enhancer but not as the defining or
governing component of the preparation.
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5.7 This interpretation finds strong support in a series of authoritative judicial
precedents. In CCE v. Wockhardt Life Sciences Ltd. , 2012 (277) ELT 299 (SC), the
Hon’ble Supreme Court held that classification must be determined by identifying the
component that imparts the essential character to the product. The Court emphasized
that where a product comprises multiple components, the defining attribute or principal
function must be ascertained to determine classification. Similarly, in CCE v. Wood
Polymers Ltd. , 1998 (97) ELT 193 (SC), the Supreme Court ruled that the essential
character of composite goods should be based on their functional identity and
commercial perception, rather than merely the presence of a performance-enhancing
additive. Reinforcing this view, the Court in Collector of Customs v. Indian Aluminium
Cables Ltd. , 1985 (21) ELT 3 (SC), underlined that the classification must be guided
by the technical and commercial identity of the goods as they are presented at the
time of clearance. These rulings collectively affirm that in composite goods or
preparations with multiple constituents, the determination of classification must pivot
on the component that defines the commercial utility and functional essence of the
product. Further, Rule 3(b) of the General Rules for Interpretation must be applied
with reference to the functional and commercial identity of the goods, particularly
focusing on the component that imparts the essential character.

5.8 in the case of the applicant’s graphene-based formulations, the presence of
graphene even in concentrations ranging from 0.02% to 40%-does not supersede
the essential characteristics rendered by the carrier matrix. These products are not
raw graphene or graphene in its natural state but are formulated preparations
designed to serve industry-specific functions in electronics, automotive, aerospace1
paints and coatings, and advanced materials sectors.

5.9 Accordingly, classification of these goods should follow the (..,lassifi€.,ation

applicable to the carrier medium or matrix, depending on its chemical composition and
lndustrlal application. This position is also supported in the jurisdictional
Commissionerate's comments, which endorses that the classification of graphene-
based composite products must be determined based on the essential chirac,ter of
the finished product and not merely the presence of graphene. Given the diversity of
forrTulations and carriers involved, classification must be decided on a case_by_case
basis at the time of clearance1 keeping in mind the physical charac,te'ristics,
commercial identity, and functional end-use.

5.10. In view of the legal provisions, Harmonized System Explanatory Notes1 and
consistent judicial pronouncements, it is clear that graphe-ne_based comdosite
products where graphene is dispersed in a dominant carrier medium Githout
chemicalIY transforming it–must be classified based on the essential character
derived Tom the carrier matrix and not under headings applicable to graphene or
graphite in raw or pure form.

5'11. In ligIIt of the detailed analysis above, I find that the presence of graphene in a
carrier medium does not transform the essential character of the basJ m-aterial Lut
SFrv9? s?leIY to enhance its inherent functional properties. Accordingly, the
?lassification of SVch composite products must be governed by the c,ompor;eh tEa
imparts the essential character to the final product, in-line with R dIe 3(b) of the Gal;BI
!Rule: fo[lth? Irlt?rpretation of the Customs Tariff. The graphene' content, though
functionalIY significant, does not override the dominant rok ofthe'earr}et,mLteri-a1 in
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defining the product's commercial and technical identity. I find that graphene, when
incorporated into a carrier medium, does not alter the essential character of the base
material but merely enhances its inherent properties. Therefore, the classification of
such products must be determined based on the carrier or matrix that imparts the
essential character to the final goods, rather than on the graphene content.
Consequently, the appropriate classification shall be decided at the time of clearance
from the CSEZ, considering the product’s composition, commercial identity, and
functional attributes.

6. Upon a thorough consideration of the above submissions I hold that the final
classification of graphene when cleared as a composite material along with a carrier,
i.e., graphene impregnated in a carrier medium such as a masterbatch or solvent shall
be appropriately determined at the time of clearance from the Cochin Special
Economic Zone (CSEZ), based on a case-specific assessment of the product’s
composition, predominant character, functional purpose, and market perception.

7. 1 rule accordingly.

#r
(Prabhat K Rameshwaram)

Customs Authority for Advance Rulings,
Mumbai
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F. No. CAAFUCUS/APPLJO1/2025-O/o Commr-CAAR-Mumbai Dated: 06.08.2025

This copy is certified to be a true copy of the ruling and is sent to:

1. M/s Carborundum Universal Limited ,
Plot No. 18, Cochin Special Economic Zone,
Kakkanad. Ernakulam, Kerla
Email: vishnuprasadk©2cumi.murugappa.com

2. The Commissioner of Customs, Cochin,
Custom House, Willingdon Island,
Cochin-682009
Email : cochincustoms@nic.in

3. The Customs Authority for Advance Rulings,
Room No. 24, New Customs House,
Near IGI Airport, New Delhi-1 10037.
Email: cus-advrulings.del@gov.in

4. The Principal Chief Commissioner of Customs,
Mumbai Customs Zone-1, Ballard Estate,
Mumbai -400001

Email: ccu-cusmum1 @nic. in

5 The Commissioner (Legal), CBIC Offices,
Legal/CX.8A, Cell, 5th floor, Hudco Vishala Building,
C-Wing, Bhikaji Cama Place, R. K. Puram, New Delhi – 110066.
Email: commr.legal-cbec@nic.in

6. The Member (Customs), Central Boards of Indirect Taxes & Customs,
North Block, New Delhi-1 1 0001.
Email: [nem.cus-cbec@nic.in

7.

8

The Webmaster, Central Boards of Indirect Taxes & Customs
Email: webmaster.cbec@iceqate.gov. in

Guard file

(Vivek Dwivedi)
Dy. Commissioner & Secretary

Customs Authority for Advance Rulings,
Mumbai
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