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DEPARTMENT OF COMMERCIAL TAXES, KERALA 
PROCEEDINGS OF THE AUTHORITY FOR CLARIFICATION 
U/s.94 OF THE KERALA VALUE ADDED TAX ACT, 2003. 

 
Members present are: 

1. V.K. Abdul Jabbar, Joint Commissioner (General), O/o. CCT, Tvpm. 
2 T.V. Kamala Bai, Joint Commissioner (Law), O/o. CCT, Tvpm.  
3. S.K. Suchala Kumar, Joint Commissioner (Audit & Inspection), O/o. CCT, Tvpm. 

 
 Sub :- KVAT Act, 2003 – Clarification U/s 94 – Rate of tax on Chemically  
     Treated Rubber Wood Panels / Boards – Orders issued. 
 
 Read :- 1. Application from M/s. Rubco Huat Woods Ltd., Thalassery dtd.  
                  2/5/2011. 
     2. Application from Sri. V.C. Jameskutty, Managing Director, M/s  
         Gomma Wood Products (P)Ltd. Kottayam dtd. 17/2/2010. 
     3. Application from Sri. B.S.Thyagarajababu, Inspecting Assistant  
         Commissioner (Commercial  Investigation), Commercial Taxes,  
                          Thiruvananthapuram dtd. 20/6/2011.  

 
ORDER No.C3/14068/11/CT DATED 13/4/2012. 

 
 (I). M/s. Rubco Huat Woods Ltd., Thalassery; Sri. V.C. Jameskutty, Managing Director, 

M/s. Gomma Wood Products (P) Ltd. Kottayam and Sri. B.S. Thyagarajababu, Inspecting 

Assistant Commissioner (Commercial  Investigation), Commercial Taxes, Thiruvananthapuram 

have preferred applications U/s 94 of the Kerala Value Added Tax Act, 2003 seeking 

clarification on the rate of tax on the commodity Chemically Treated Rubber Wood Panels / 

Boards. Since the issues raised by the applicants are similar, the Authority for Clarification 

has decided to combine and consider the issues together and pass a “common order” as 

under :- 

(a). File No. C3/14068/11/CT, Application from M/s. Rubco Huat Woods (P) Ltd., Thalassery. 
                                                 
 1. The applicant is engaged in the manufacture of Chemically treated rubber wood 

panel/boards which come into existence by finger jointing and addition of width by edge 

gluing to make the timber longer and wider in size as only such finger jointed chemically 

treated rubber wood panel boards can be used as input to make furniture.  

 2. The  applicant contends that Entry 31 of the List A to the Third Schedule reads:   

  Chemically treated rubber wood   ****  
 
 3. The applicant contends that no HSN Code has been given against Entry 31 and it 

would mean that the entry extends to all chemically treated woods which are used as 

industrial inputs. 
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 4. The applicant contends that they are charging 4% VAT for finger jointed panels and 

beams of chemically treated rubber wood. The applicant has requested to clarify the rate of 

tax of the commodity. 

(b). File No. C3/24098/10/CT, Application from M/s. Gomma Wood Products (P) Ltd., 
Kottayam. 
 
 1. The applicant has requested to clarify the rate of tax of the commodity Chemically 

Treated Rubber wood Panel Boards. 

(c). File No. C3/20285/11, Application from The Inspecting Assistant Commissioner 
(Commercial Investigation), Commercial Taxes Department, Thiruvananthapuram. 
 
 1. The Inspecting Assistant Commissioner (Commercial Investigation), Commercial 

Taxes, Thiruvananthapuram contends that Rubber wood and Chemically Treated Rubber Wood 

are taxable at 4%. Scrutiny by Data Mining Team revealed that Chemically Treated Rubber 

Wood Panels, a commercially distinct commodity is being misclassified by the dealers @ 4% 

instead of 12.5%. 

 2. The IAC (CI) contends that the manufacturing of chemically treated wood and 

chemically treated rubber wood panels are different. Chemically treated rubber wood 

Boards/Panels are made using the technique of finger-jointing and edge gluing. The 

chemically treated rubber wood is cut in shorter length. These sections of shorter lengths are 

finger jointed to form long lamellas. Lamellas are edge glued to form boards / panels of 

convenient sizes. These panels are very adaptable to sawing, chiseling, engraving, carving, 

moulding and staining like solid wood. These panels are used for interior decorations, 

furniture & door manufacturing.  

 3. Chemically treated rubber Wood is the raw material for the manufacture of 

Chemically Treated Rubber Wood Boards/ Panels. The applicant has requested to clarify the 

rate of tax Chemically Treated Rubber Wood Boards/ Panels. 

 

 (II). The applicants / authorised representatives of the applicants were heard in 

the matter and the contentions raised were examined.  

 

 

 

(a). Chemically Treated Rubber wood.  

 1. There is a specific entry for Chemically treated Rubber wood vide Entry 31 of the 

List A of the Third Schedule. No specific HSN Code has been provided in the said entry.  
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 2. The Customs, Excise and Gold Tribunal, Bangalore in its order dated 11/5/2002 in 

Highland  Produce Co. Ltd. Vs. Commissioner of Central  Excise, (2002 (83) ECC 705), has 

detailed the process of chemical treatment of rubber wood,  which is extracted hereunder:-   

 ‘The process consists of the following steps : 
 
  1. Sawing of the logs to required size. 
  2. Cross cutting to required size 
  3. Preservation 
  4. Seasoning 
  5. Planing 
 
 SAWING: Rubber wood logs received from plantations are normally 8 ft in length and 
girth varying from 18 inches to 60 inches. The logs from seedlings are tapered and that from 
budded plants are cylindrical. The logs are first split lengthwise on the motorized handsaw 
so that it can be handled with ease on the resaws. The split sections are further sawn on the 
resaws to the required thickness and width of orders. During sawing care is taken to see that 
pith, knots, deep tapping marks and defective parts are avoided. 
 
 CROSSCUTTING: The sawn sections are crosscut into the required length of orders 
taking care to remove all the damaged parts. 
 
 PRESERVATION: Preservation of rubber wood is done in different ways to achieve the 
same result. The process and chemicals are: 
 
 Process 
  1. Spraying   
  2. Dipping     
  3. Impregnation 
 
 Chemicals  
  1. Copper + Sulphate 
  2. Copper + Chromium + Arsenic 
  3. Copper + Chromium + Borax 
  4. Borax + Boric Acid 
 
 SEASONING: Seasoning is the process of removal of moisture in the wood to the range 
10+/-2. Moisture can be removed from wood in different ways namely: 
  1. Air drying 
  2. Conventional Kiln Seasoning 
  3. Vacuum Drying 
 Air-drying has the disadvantage that it takes a very long time and also that moisture 
from the inner parts of the wood is not removed. Conventional drying takes lesser time than 
the air-drying and removal of moisture from the inner parts of the wood is also possible. 
 
 Vacuum drying is the fastest and also the most efficient. Here oxidation of the 
surface of the wood is also not there. 
 
 Highland Produce Co. Ltd., Wood Factory uses the conventional drying process. 
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 Rubber wood treated with the preservative is stacked on trolleys so that there is 
sufficient gaps between layers for the passage of air. Steam is then passed into the kiln so as 
to raise the temperature gradually. The air gets heated and is circulated between the stack 
of timber. The process removes the moisture from the wood. There is controlled discharge of 
the moist air through the outlet. The process is controlled and slow, as otherwise there is 
likelihood of the wood developing cracks at the ends. The final temperature that is normally 
attained is 60 to 70C. For a 2" piece of rubber wood it takes 15 to 20 days and for a 1" piece 7 
to 10 days for drying. 
 
 Once the equilibrium moisture is attained the rubber wood is taken out for sorting 
and packing. 
 
 PLANING: Rubber wood seasoned in the conventional kilns have a surface that is 
darkish due to the oxidation by air. There will also be slight bends and warps. 
 
 For customers who require wood with good light colour and dimensional accuracy the 
wood is planed on the four side moulder. On the moulder 2.5 to 3 mm of the outer surface of 
the wood is planed off to achieve the colour and the exact dimension. 
 
 The wood is then sorted and packed for despatch.’ 
 
(b). Chemically Treated Rubber wood panels/boards. 

 1. Chemically treated rubber wood panels are made using the technique of finger 

jointing and edge gluing. The chemically treated rubber wood is cut in shorter length. These 

sections of shorter lengths are finger jointed to form long lamellas. Lamellas are edge glued 

to form boards/panels of convenient sizes. These panels  are very adaptable to sawing, 

chiseling, engraving, carving, moulding and staining like solid wood. These panels are used for 

interior decorations, furniture and door manufacturing. 

 2. The issue for consideration before the Authority for Clarification is whether the 

chemically treated rubber wood panels / boards can be included within the scope of the entry 

related to chemically treated rubber wood. 

 3. M/s. Rubco Huat Woods Ltd., Thalassery contends that Rubber wood finds specific 

entry under 136A of List A of the Third Schedule and since Chemically treated rubber wood 

finds a specific entry under Entry 31 of List A, Rubber wood in any form is excluded from 

Entry 91 of the S.R.O. No. 82/2006. Since the heading Chemically treated Rubber wood in 

Entry 31 of the List A does not have an HSN Code and it does not prescribe that it should be in 

a specific form; all forms of chemically treated rubber wood i.e. logs, panels, boards etc. 

being industrial inputs would be classifiable under Entry 31.  

 4. The IAC (CI) would contend that Chemically treated rubber wood undergoes the 

process of finger jointing to become panels. It is a process of value addition. Thus chemically 

treated rubber wood  become rubber wood panels/boards. 
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 5. Even though  chemically treated rubber wood  is the raw material for 

panels/boards, these panels and boards are used for making furniture. The chemically treated 

rubber wood as such have low economic value. Ordinary customers never purchase chemically 

treated rubber wood as such, they would rather opt for panels/boards or most probably 

furniture. 

 6. The question as to whether there is any value addition on the becoming of rubber 

wood to rubber wood panel can be examined in the light of the order of  Customs, Excise and 

Gold Tribunal, Bangalore dated 11/5/2002 in Highland  Produce Co. Ltd. Vs. Commissioner of 

Central  Excise, Bangalore (2002 (83) ECC 705). The appellant therein had submitted before 

the Tribunal that the following issues were to be considered in the case: 

 (a)  whether the treatment of rubber wood using chemicals amounts to a   
 process of manufacture? 
 
 (b) Even if the process did amount to manufacture, the resultant product   
 could be classified as densified wood under Heading 4409.00 of    
 Central Excise Tariff Act? 
 
 7. The portions of the said order are extracted here as relevant to the context as 

follows: 

 ‘4. He contended that process carried on by the appellant that in giving treatment of 
rubber wood using chemicals did not amount to a process of manufacture so as to attract the 
levy under Central Excise Act. In support of his contention, he referred to the decision of the 
Tribunal in the case of Paharpur Cooling Towers Pvt. Ltd. v. CCE, Meerut reported in 
1988 (36) E.L.T. 364 (Tribunal) = 1988 (17) ECR 529. In that case it was held that the 
mere chemical treatment of the scantlings did not convert them into a new and distinct 
commercial product as to make a treated scantling an excisable product, following the 
decision of the Supreme Court in the case of M/s. Sterlings Foods reported in 1986 (26) 
E.L.T. 3. 
 
 5. As regards the second issue, regarding classification of treated rubber wood, he 
said that appellant adduced expert evidence before the adjudicating authority through Dr. 
Gnanaharan, Forest Research Institute, Kerala who deposed that for densification to occur in 
a sample of wood, the wood had necessarily to be compressed apart from being impregnated 
with preservative chemicals. Other certificates from reputed institutions like the Rubber 
Board, Indian Plywood Research and Training Institute, Bangalore, placed before the 
adjudicating authority also substantiates that impugned item cannot be classified as 
densified rubber wood. He said that the Commissioner has determined the impugned item as 
densified wood based upon the portion of the definition as defined in Chapter Note 2 to the 
Chapter 44 under Section IX of the Central Excise Tariff Act. The relevant definition is as 
under :- 
 
"2. In this Chapter, the expression 'densified wood' means wood which has been subjected to 
chemical or physical treatment (being, in the case of layers bonded together, treatment in 
excess of that needed to ensure a good bond), and which has thereby acquired increased 
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density or hardness together with improved mechanical strength or resistance to chemical or 
electrical agencies." 
 
 6. He submitted that on perusal of explanatory notes to HSN together with the 
definition as referred to above, and along with the deposition of the expert witnesses clearly 
indicate that not only increase of density in wood but there must be improvement of 
mechanical strength or resistance and this important fact has not been considered by the 
adjudicating authority. He said that HSN is specific when it states that densification has the 
effect of contracting the wood; this may be done by transverse compression by means of 
powerful hydraulic presses or between rollers, or by compression in all directions at high 
temperature in an autoclave. It is settled position now that the explanatory notes to the HSN 
have more than mere persuasive value, when it comes to issue of classification under Central 
Excise Tariff Act and hence the Commissioner ought to have decided the issue of 
classification based on the explanatory notes. He referred to the decision of the Supreme 
Court in the case of Collector of Central Excise, Shillong v. Wood Craft Products Ltd. 
reported in 1995 (77) E.L.T. 23 equivalent to 2002 (142) E.L.T. 18 (S.C.) = 2002 (50) RLT 375 
(SC). He said that the Central Excise Tariff does not indicate the extent of increase of 
density for qualifying as densified wood, but the HSN notes gives an indication of the extent 
required by summing up that density can be as great as 1.4 gm/Cm3. In spite of this, 
Commissioner has determined the item as densified wood based upon the restricted wordings 
of the definition holding that there is no need to refer to HSN when the Central Excise Tariff 
contains a build-in definition. 
 
 8. Smt. Radha Arun, ld. DR justified the action of the Commissioner in classifying the 
impugned item as densified rubber wood. Referring to the Para 6 of the impugned order, she 
said that the Commissioner was just right in determining the item as densified rubber wood 
in view of the increase in density and strength of the rubber wood after treatment based on 
a similarity with a procedure specified in ISI 1141/73. 
 9. We have carefully considered the matter. The Commissioner has determined the 
classification of the product based on the increasing density in the treated wood and taking 
into consideration of the specification in ISI. It was brought to  notice that there has been 
increase in density in some cases and density has also been decreased with reference to the 
other samples. He arrived at the conclusion on the ground that Chapter Note 2, does not 
indicate the extent of increase in density for qualifying as densified wood. Tribunal  found  
that HSN gives an indication of the extent required that density can be also as great as 1.43 
gm/Cm3. There is some force in the argument advanced on behalf of the assessee that 
Commissioner should have taken into consideration the explanation as given in HSN since it 
explains the meaning of 'densification' in detail. As rightly pointed out that HSN notes is not 
only a guiding factor but also has got a persuasive value. It was also submitted by the party 
that the ISI specifications are meant for quality control and should not apply for 
classification as it was held in the case of Unitex Dyechem Industries v. CCE, New Delhi 
reported in 1998 (103) E.L.T. 118. It was also brought to notice that the ISI specification for 
the preservation of timber - IS : 401-1982 as amended in July, 1984 clearly states that 
"Preservative treatment of timber is not carried out with the purpose of improving its basic 
properties like mechanical, electrical or chemical properties". Further a classification 
Commissioner is not accepting the evidence placed before him sufficient evidence should 
have brought on record by his side to substantiate that the item in question is classifiable as 
densified wood. While rendering the finding on classification, the authority must have 
sufficient materials to justify such a classification. In the absence of such materials, Tribunal 
do not find any justification in holding that the item can be considered as densified wood. 
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Accordingly, appellants succeed on this issue. Since the appellant is succeeding on the issue 
of merits of classification, we do not feel it necessary to go into other issues raised by both 
sides. In the result, appeal is allowed. 
 
(c). Whether Chemically treated rubber wood can be included within the scope of Entry 
91 of S.R.O. No. 82/2006 i.e. Timber.  
 
 1. The next question before the Authority for Clarification is whether Chemically 

Treated Rubber wood comes within the category of Timber vide Entry 91 of S.R.O. No. 

82/2006. 

 2. Entry 91 of the S.R.O. No. 82/2006  reads as under: 
 
  Timber [Explanation: Timber includes all kinds of wood, standing trees,  
  logs, planks, rafters of any size or variety other than those coming   
 under any specify entry in this schedule or any other schedule.] 
 
 3. Rubber wood and Chemically treated rubber wood though will fall under the 

definition ‘Timber’, it has been specifically made taxable at 4% by virtue of Entry 136A of List 

A of the Third Schedule to the Act and Entry 31 of the Third Schedule to the Kerala Value 

Added Tax Act, 2003 respectively. HSN Code 4407 of the Customs Tariff Act, which appears in 

Entry 91(3) of S.R.O No.82/2006 mentions wood sawn or chips lengthwise, slice or peeled 

whether or not planed, sanded or end-jointed. This entry is applicable only to the 

commodities that come within the Entry 91. 

 4. Rubber wood itself is not included within the category of Timber in S.R.O. No. 

82/2006. There is a specific entry for Rubber wood i.e. Entry 136A of the List A of the Third 

Schedule to the Act.   

 5. As there is a specific entry for Chemically treated rubber wood in the Third 

Schedule i.e. Entry 31 of the List A of the Third Schedule, Chemically treated rubber wood is 

not included in the Entry 91 of S.R.O. No. 82/2006 related to Timber. Standing trees become 

timber only after it is being cut down through human intervention or due to natural process. 

Chemically treated rubber wood is created as a result of chemical processing involving  

different stages, not as a result of cutting down.  

 6. Hence it can safely be concluded that Chemically treated rubber wood is not 

included within the scope of Entry 91 of the S.R.O. No. 82/2006.    

 

 (III). In view of the facts cited supra the Authority for Clarification has come to 

the conclusion that: 
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 1. Chemically treated rubber wood described in Entry 31 of the List A of the Third 

Schedule do not have a specific HSN Code. 

 2. Chemically treated rubber wood is created as a result of chemical process. After 

the  chemical  processing, it becomes panel by finger jointing process. But this panel itself is 

used as raw material, just like wood panel used for furniture. Even though the process of 

changing to panel / board form involves small percentage of value addition, it can only be 

considered as an extension of chemical treatment  of rubber wood. 

 3. Panel is a form of existence of chemically treated rubber wood. Chemically treated 

rubber wood is included within the category of industrial inputs. Chemically treated rubber 

wood, on becoming panel, is used for making furniture. Hence chemically treated rubber 

wood is meaningless within the category of industrial inputs without considering the panel 

form along with it. 

 4. Wood panel is a category within Entry 91 of S.R.O. No. 82/2006.  This entry is with 

regard to Timber and sub categories of timber. But chemically treated rubber wood itself has 

a specific entry in the Third Schedule and hence it is not included within the scope of Entry 

91 of the S.R.O. No. 82/2006. 

 5. The processing for paneling is not done with an intention to change the  

chemical/physical characteristics of chemically treated rubber. Only the form of appearance 

change. The commodity remain as chemically treated rubber wood in the panel/board form. 

 6. Ordinary customers never purchase chemically treated rubber wood as such. They 

would opt for  panels / boards or most probably opt for furniture made of the same. 

 (IV). Hence it can be safely concluded that the commodity Chemically treated 

rubber wood panels/boards is included within the scope of Entry 31 of the List A of the 

Third Schedule to the Kerala Value Added Tax Act, 2003 and hence would be taxable at 

the rate of 4% (5% w.e.f. 1/4/2012). 

 The issues raised above are clarified accordingly. 
 
 
 
 
 
        V.K. Abdul Jabbar       T.V. Kamala Bai                      S.K. Suchala Kumar 
Joint Commissioner (General)           Joint Commissioner (Law)            Joint Commissioner (A&I) 
              O/o CCT                                            O/o CCT                                       O/o CCT 
 
To, 

 
 1. Smt. Pushya Sitaraman 
  Senior Advocate, 
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  Office:3, Subharaya Avenue, 
  Abhiramapuram, Chennai – 600018. 
 
 2. Sri. M. Suresh Babu, 
  General Manager, 
  RUBCO HUAT Woods Pvt Ltd., 
  II DC KINFRA, (PO), Eranholy   
  Thalassery - 7, Kannur. 

 
 3. Sri. V.C.Jameskutty, 
  Managing Director, 
  M/s. Gomma Wood Products Pvt. Ltd., 
  Manjamattam, Moozhoor P.O. 
  Kottayam – 686 503.  
 
 4. Sri. B.S. Thyagaraja Babu, 
  Inspecting Assistant Commissioner (Commercial Investigation Wing), 
  Commercial Taxes Department, Thiruvananthapuram. 
 
  Copy to File No. C3/14068/11/CT, C3/24098/10/CT, C3/20285/11/CT, SF. 
  

 


