
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 



 

DUTY DRAWBACK  

 

DBK – SEC 74 vs SEC 75 
 

1. Write a short note on ‘draw back’ under Section 74 and Section 75 of the Customs Act, 1962 and the essential 
difference between the two provisions. 

 [CWA Final, Dec 2004 -6 Marks] 

  

Ans. Following are the notable differences between duty drawback granted under section 74 and the duty drawback granted under 

section 75 of the Customs Act, 1962 

 Duty Drawback u/s 74 Duty Drawback u/s 75 

When 
admissible  

Imported goods are exported as such ** 
(without being used or after use) 

Imported goods are used in manufacture of goods 
which are exported 

 

Related 
Rules 

Re-export of Imported Goods (Duty Drawback 
of Customs Duties) Rules, 1995 

Customs and Central Excise Duties Drawback Rules, 
2017 

 

Situations --  

 

i) General Export of Cargo; 

ii) Export by Post; 

iii) Baggage Export; 

 

i) General Export of Cargo; 

ii) Export by Post; 

 

Identify of 
goods 
exported 

One of the condition for this DBK is that the 
goods must be capable of being easily 
identified. 

There is no criteria of such identification since the inputs 
are manufactured/processed before their export. 

 

Time limit 
for 

exportation 
of goods 

In general, the applicable time limit for 
exportation of goods is 2 years (from date of 

payment of import duty). Extension may be 
granted by CBEC. 
 

There is no time limit for such exportation. 

Value 
Addition 
Criteria 

There is no value addition criteria which is to be 
fulfilled. 

Value addition criteria has been stipulated.  

 Where value addition % has been specified, that 

specified value addition must be achieved. 

 Where value addition % has not been specified, 

then there should not be any negative value 

addition. 

Realization 
of export 
proceeds 

No provision/ need to that effect 
 

Export proceeds must be realized within time limit 
allowed by RBI, except in exceptional circumstances. 

Coverage of 
Duty 

Customs Duties are refunded. (BCD as well as 
SWS). 

IGST and GST Cess levied on imports are 
also refunded. (if exporter is not opting for 

claiming ITC thereof) 

 

Customs Duties are refunded. (BCD as well as SWS) 

IGST and GST Cess levied on imports are not  refunded. 

 

Additionally, if the export goods have been 

manufactured using some domestic material on which 
central ED has been paid (like, tobacco or petro 

products), then such Central Excise duty can be claimed 
as refund under DBK. 

 

Rates of DBK 

 

When imported goods are exported as 
such without having been used in India:  
98% of the import duty paid at the time of 

importation [Sec 74(1)] 

 

When imported goods are exported as 

such after having been used in India:   
Duty drawback is granted at reduced rate as 

notified by CG for this purpose [Sec 74(2)] 

i) AIR (All Industry Rate) --- generally; 

ii) BR (Brand Rate)—when no AIR is fixed in the DBK 

Schedule; 

iii) SBR (Special Brand Rate)--- when fixed AIR < 80% 
of the actual duties incidence 



 

 

. 

** KAILASH VAHAN UDYOG LTD.- 2015- GOI (on Revision application filed on DBK matter) 

Imported axles / tyres, etc. fitted in trucks and then exported — No re-export of axles, etc. "as such" — No 
drawback under Section 74 
 U/Sec 74, drawback is allowed, if goods exported are very same which had been imported. Hence, where imported 

goods (Axels with accessories Tyres, Tubes & Flaps. etc.) were used in manufacture of export goods i.e. Trailers, and 

thereby, they had lost their identity, then, since exported goods have a different description from imported inputs, 

hence, no drawback can be allowed on "axels with accessories Tyres, Tubes & Flaps" u/Sec 74. 

 

2. ABC Ltd had imported ‘capital goods’ [single action mechanical press machine] for use in their factory for 
manufacture of components of chasis. It could not use aforesaid machines for some reason. It re-exported the 

same after carrying out various operations thereon like refurbishing, painting, modification, rewinding works, 
etc. It had submitted claim for duty drawback u/Sec 75 of Customs Act, 1962. Whether DBK claim is 

maintainable? 

  

Ans. There is difference between Sec 74 and Sec 75 of the Customs Act, 1962. Sec 74 of the Customs Act comes into operation 
when articles are imported and thereafter re-exported, such articles being easily identifiable and Sec 75 comes into operation 

when “imported materials are used in the manufacture of goods which are exported.” 

 In the instant case, the imported goods and exported goods are one and the same and hence, DBK claim u/Sec 75 is not 

maintainable. [KLT AUTOMATIVE AND TABULAR PRODUCTS LTD- 2014- GOI**]  

 
*Tutorial Note:   

Appeal mechanism against DBK Order 

1. DBK order passed by Customs Officer  
2. Assessee aggrieved – appeal to Commissioner Of Customs (Appeals) 
3. Order passed by CC (Appeals) 
4. Assessee aggrieved – appeal to CESTAT (Customs, Excise and Service Tax Appellate Tribunal) 
5. Order passed by CESTAT 
6. Assessee aggrieved --- now, no further appeal to HC – rather, REVISION APPLICATION to be made to CG (Sec 129-DD) 

 

 

  

INTEREST ON DBK- Sec 75-A 
 

3. Briefly discuss the provisions in relation to interest on drawback as per Section 75-A of the Customs Act, 1962.     

(May 2010 3 Marks) 

Ans. Sec 75-A of Customs Act, 1962 contains provisions relating to “interest on drawback”. It provides for following: 

i) Where department makes a delay in grant of duty drawback and delay is of a period more than 1 month from the date of 

filing of DBK claim, then exporter assessee shall be entitled to interest @6% p.a. Such interest shall be paid from the date 
after the expiry of the said period of one month till the date of payment of such drawback  

 

ii) Where any duty drawback has been paid erroneously or it otherwise becomes recoverable, then such duty drawback shall 

be re-paid along with interest @15% p.a.. Interest shall be calculated for the period beginning from the date of payment 
of such drawback to the claimant till the date of recovery of such drawback  

          Such repayment shall be made within a period of 2 months from the date on which demand for such re-payment is 

made on assessee. 

 

 

PROHIBITION ON DBK – Sec 76 
 

 

Sec 74 DBK 
 

4. State briefly the provisions under the Customs Act, 1962 relating to duty drawback on Re-Export of Goods. 

[May 2011- 3 Marks] 



 

Ans. Sec 74 of the Customs Act, 1962 provides for allowance drawback on re-export of duty paid goods as such. It provides that 
on re-export of goods which were earlier imported into India upon payment of import duty, 98% of the import duty paid shall 

be refundable as duty drawback subject to fulfillment of following conditions: 

i)  The export shall take place in any of the following modes: 

a. Export by Post; 

b. Export as baggage; 

c. General export by filing shipping bill or bill of export. 

ii) The export goods should be easily identifiable and AC/DC shall be satisfied that these are the same goods which were 

originally imported into India. 

iii) The entry for export goods must be made within 2 years from the date of payment of import duty thereon. In case of 

any delay, extension shall be obtained from CBEC. The procedural requirements as provided in Re-Export of Imported 
Goods (Duty Drawback of Customs Duties) Rules, 1995 shall be complied with. 

iv) The Proper Officer must have issued the clearance order in respect of such goods. 

 

 In case imported goods are re-exported after having been used into India, then duty drawback shall still be admissible but at 

a reduced rate. The applicable rate in that situation shall be the one as notified by the Central Government. 

 

5. Spatial Wireless Pvt. Ltd. imported five mainframe computer systems from Flextronics Computers, USA on 
31.10.2017 paying customs duty of Rs 30 lakhs. The computers worked for some time but in March 2018 some 

technical faults developed in the systems resulting in complete closure of work. On being informed about the 

problem, Flextronics Computers sent his technicians from USA, to repair the systems in March 2018 itself. 
However, no solution was found, as a result of which, in September 2018, the Management of Spatial Wireless 

Pvt. Ltd decided to re-ship/return the goods to Flextronics Computers, USA.  

               You are the Financial Controller of the Spatial Wireless Pvt. Ltd. Board of Directors has approached you for 
advising whether import duty paid can be taken back from the Central Government when goods are sent back. 

Advise, in the light of the provisions of Customs Act, 1962.  

(4 Marks) 

Ans. As per the given facts, Spatial Wireless Pvt Ltd has imported main-frame computers into India, used them for certain period of 
time and has now decided to re-export them to their original supplier. It wishes to claim duty drawback in respect of duty 

already paid on such goods at the time of importation. 

     Customs Act, 1962 provides for allowance of duty drawback in case of re-export of goods which were originally imported 
into India and cleared upon payment of import duty. Sec 74 of the Customs Act, 1962 allows such duty-drawback. In terms 

of Sec 74, duty drawback is admissible if export goods are identifiable as goods imported and the goods should have entered 
for export within 2 years from the date of payment of duty on the importation thereof. Further, it is provided in the section that 

98% of drawback shall be allowed only in those cases where the goods have not been used at all after the importation. Various 

percentages have been fixed by the Government as the amount of drawback payable in respect of goods that are used after 
their importation.  

 In the instant case of Spatial Wireless Pvt. Ltd, all the conditions specified in provisions of section 74 are satisfied. The goods 

are identifiable, import duty has been paid and they are scheduled to be exported within the prescribed time limit. However, 
the goods have been used for some time. Here, the period between the date of clearance for home consumption and the date 

when the goods are placed under the customs control for export is more than 9 months, but not more than 12 months*. 

Therefore, Spatial Wireless Pvt. Ltd will be eligible for the drawback claim at the rate of 70% of the duty (rate notified by the 
Government in such case).  

 Thus, Admissible DBK  [Sec 74(2)]  = 70% of Import Duty paid 

     = 70% of Rs 30 lakhs = Rs 21 lakhs.  

 Thus, upon re-export of the imported computers, Spatial Wireless Pvt. Ltd can get back Rs 21 lakhs as duty drawback from 
CG. 

 
Tutorial Note:  Computation of “period of usage” 

Payment of Duty (&Delivery of Goods) --- Bringing into premises --- using goods --- lying idle (due to technical problems developed in the 
system) ------ Reshipment (Bringing goods back at the port for export clearance) 

  For purposes of duty drawback, the usage period will start as soon as delivery of goods is taken upon payment of duty (in our 
example, it is 1st Nov, 2015) and will end on the date of placement of goods before the Customs Officer for export clearance 
{in our example, it is Sep, 2016 – presuming, Spatial Wireless Pvt. Ltd actually affects export in month of Sep, 2016. Thus, the total period 
of usage of computers in the given situation is roughly more than 9 months but upto 12 months and therefore, admissible DBK shall be 70% 
of the import duty paid. 

   The period or extent of use may be minimal as compared to the total period of retention of the goods in India. However, 
they are treated as if they have been used for the entire period of retention in India. 

 



 

6. Calculate the amount of Duty Drawback admissible u/s 74 of the Customs Act in the following cases: 

 (i) Salman imported a motor car for his personal use and paid Rs 5,00,000 as import duty. The care is re-

exported after 6 months and 20 days.               

 (ii) Nisha imported wearing apparel and paid Rs 50,000 as import duty. She used it for 10 days but did not 
like the apparel, hence these are re-exported after 20 days. 

 (iii) Super Tech Ltd imported 10 computer systems paying customs duty of Rs 50 lakhs. Computers found 
defective, the computer systems were returned to foreign suppliers after 2 months without using them at 

all. 

[CS Final, Dec 2007] 

Ans. . 

Product  Usage in India Re-export  DBK claim 

Motor car 

(by an individual 
for personal and 

private use) 

Used in India for 6 months and 

20 days 

DBK admissible DBK as per Sec 74(2) 

= DBk at reduced rate 
= [100% – (4% * 3 quarters/ part of quarters] 

= 88% 

Admissible DBK = 88% of Rs 5,00,000 = Rs 

4,40,000/- 

 

Wearing apparel Used in India for 10 days DBK not 

admissible 

---  

    

Computer 

Systems  
(by Company) 

No use  

- As supplied computer was 
defective 

DBK admissible 

** 

DBK as per Sec 74(1) 

= DBk Rate= 98% 

Admissible DBK = 98% of Rs 50,00,000 = Rs 

49,40,000/- 

 
Tutorial Note:  In respect of import of defective computers received, Super Tech Ltd. can also consider opting for refund u/Sec 26-A.  

- u/Sec 26-A, full refund can be claimed if goods are re-exported within 30 days of issuance of OCO issued u/Sec 47 subject to extension 
of 3 months. 

- If goods are so re-exported, then refund claim shall be submitted post export. Time limit for submission of refund refund shall be 6 
months from the date of re-export. 

 

 

7. With reference to drawback on re-export of duty paid imported goods, u/Sec 74 of the Customs Act, 1962, 

answer in brief the following questions : 

 i. What is the time limit for re-exportation of goods as such ? 

 ii. What is the rate of duty drawback, if the goods are exported without use? 

 iii. Is duty drawback allowed on re-export of wearing apparel without use? 

(Nov 2013 - 3 Marks) 

Ans. (i) As per section 74 of the Customs Act, 1962, the duty paid imported goods are required to be entered for export with 
2 years from the date of payment of duty on the importation. This period can be extended by CBEC if the importer 

shows sufficient reason for not exporting the goods within two years. There is no restriction as to limitation on 
extension. 

 

 (ii) If duty paid imported goods are exported without use, then 98% of such duty is re-paid as drawback. 
 

 (iii) Yes, duty drawback is allowed when wearing apparels are re-exported without being used. However, if wearing 
apparels have been used after their importation into India, drawback of import duly paid thereon shall not be allowed 

when they are exported out of India. 

 

 

REFUND OF IMPORT DUTY – SEC 26-A 
 

8. Section 26A of Customs Act, 1962 provides for refund of import duty paid if goods are found defective or not as 

per specifications. Discuss the conditions governing such refund in brief.  

                                                               (May 2010 4 Marks) 



 

Ans. Section 26A provides for refund of import duty paid on clearance of imported goods capable of being easily identified as such 
imported goods, if following conditions are fulfilled:  

 (i) the goods are found to be defective or otherwise not in conformity with the specification agreed upon between the 
importer and the supplier of goods; 

 (ii) the goods have not been worked, repaired or used after importation except where such use was indispensable to discover 

the defects or non-conformity with the specifications; 

 (iii) the goods are identified to the satisfaction of Assistant/Deputy Commissioner of Customs as the goods which were 

imported; 

 (iv) the importer does not claim drawback under any other provision of this Act; and 

 (v) the goods are exported or the importer relinquishes his title to the goods and abandons them to customs or such goods 

are destroyed/rendered commercially valueless in the presence of proper officer in prescribed manner within 30 days 
from the date on which the order of clearance of imported goods for home consumption is made by the proper officer. 

This period of 30 days can be extended up to 3 months. 

 (vi) An application for refund of duty shall be made before the expiry of 6 months from the relevant date in prescribed form 

and manner. 

 (vii) Imported goods should not be such regarding which an offence appears to have been committed under this Act or any 
other law. 

 (viii) Imported goods should not be perishable goods and goods which have exceeded their shelf life or their recommended 
storage before use period. 

 

Tutorial Note:  Summary of sec 26-A 

Eligible Goods Situation What is required 

Any goods  

 

(other than perishable goods or 
goods which have exceeded 
their shelf life) 

Shipment of defective 
goods 

 

Wrong shipment  

Consignment cleared from port for home consumption paying ID 

- Post clearance, it is found that defective shipment or wrong 
shipment received. 

- It is so noticed within 30 days of OCO issued u/Sec 47 (extension 
of 3 months can be there) 

- Either re-export goods or relinquish goods or destroy goods. 
- Now, submit refund claim to PO – refund claim shall be submitted 

within 6 months. 
  

 

 

 

SEC 75 DBK 
 

9. Mr A is manufacturer of shirts having its factory in Delhi. He exports shirts to USA. Whether he can claim DBK 
u/Sec 75 under following situations: 

 i) He uses only duty paid imported material in manufacture of shirt; 

 ii) He uses duty paid imported material as well GST paid domestic material in manufacture of shirt 

 

Ans. DBK u/Sec 75 is admissible in both the situations  

i) Use of only duty paid imported material in manufacture of shirt; 

- Claim DBK of customs duty (BCD _ SWS) paid on imported material. 

- DBK u/sec 75 does not cover IGST or GST cess paid on clearance of imported goods. However, ITC of those is 

admissible. 
. 

 ii) He uses duty paid imported material as well GST paid domestic material in manufacture of shirt 

- Claim DBK of customs duty (BCD _ SWS) paid on imported material. 

- DBK u/sec 75 does not cover IGST or GST cess paid on clearance of imported goods. However, ITC of those is 
admissible. 

- Further, GST paid on domestic material is not covered by Sec 75 DBK. However, ITC of those is admissible. (In 
case domestic material used has suffered some materials which has suffered central excise duty – like petrol etc., 
then such central excise duty is also refundable as DBK (as GST law does not allow ITC of central excise duty) 

 

 



 

Tutorial Note:   

Export of Goods manufactured in India (say, Cigretttes) 
. 

Material Used Duty / Tax / Cess paid thereon Admissible DBK u/Sec 75 Other benefit  (ITC) 

Case-A:      
Imported material only Customs duty- BCD+ SWS 

 

DBK (BCD+ SWS) ----- 

GST – IGST + GST Cess (if any) 
 

----  ITC 

Case-B: 
Some Imported material 

(imported tobacco) 

Customs duty- BCD+ SWS 
 

DBK (BCD+ SWS) ----- 

GST – IGST + GST Cess (if any) 
 

----  ITC 

Some domestic material 

(domestic tobacco) 

GST – CGST + SGST/UTGST 

            Or IGST 
 

----  ITC 

Central ED (on tobacco) DBK (CED) ----- 
  

 

 

10. Briefly explain the term ‘EXPORT’ for the purpose of DUTY DRAWBACK u/Sec 75 of the Customs Act 1962. Is 

duty drawback available if the goods do not reach the destination? 

                                                               (May 2010 4 Marks) 

Ans. Export for the purposes of Sec 75 DBK (Duty Drawback): ‘Export’ has been defined in terms of Customs and Central 
Excise Duties Drawback Rules, 2017 to treat following as export: 

 i) Taking goods out of India to a place outside India; 

 ii) Supply of goods to SEZ by a DTA unit; 

iii) Supply of stores to a foreign going vessel/aircraft; 

 

 Requirement of goods reaching their destination: This issue has been considered by SC in landmark case of SUN 

INDUSTRIES-1988-SC. In that case, it was held that for the purposes of export, area beyond TWI shall be treated as ‘place 

outside India’ and thus, export shall be taken as complete as soon as goods are taken to that place, even if the goods don’t 
reach their final destination.  

 

Tutorial Notes: (Important Observations of SC in Sun Industries’ case) 

1. India = Land Mass + TWI  

2.  Goods crossing India (as explained above) = Export  

3. Thus, reaching to their destination is not essential.  

 

11. Alpha Ltd. manufactures heavy machinery. 50% of its production is exported to European countries. The 
machinery is manufactured with the help of imported components. Alpha Ltd. regularly pays import duty on the 

imported components and claims duty drawback on exports made by it. On 28.11.20XX, it loaded machinery 
manufactured by it on a vessel 'Victoria' for being exported to Germany. 'Victoria' set sail from Mumbai on 

01.12.20XX, but was caught up in the rough weather and sank in the territorial waters on 02.12.20XX. The 

Customs Department has refused to grant duty drawback claimed by Alpha Limited in respect of the machinery 
loaded on 28.11.20XX for the reason that the machinery has not reached Germany. 

 Examine the situation with the help of decided case laws, if any. 

[ICAI RTP- May 2013] 

Ans. As per given facts, Alpha Ltd manufactures goods in India and exports them. Upon such export, he is entitled to DBK u/Sec 75 
of Customs Act, 1962. Such DBK shall be paid to be in accordance with Customs, Central Excise Duties & Service Tax Drawback 

Rules, 1995.  

 Entitlement of DBK is linked with ‘export’ of goods. Section 2 of the Customs Act, 1962 defines ‘export’ to mean "taking out of 
India to a place outside India". Rule 2 of the said Drawback also defines "export" in similar fashion. Further, Section 2 of the 

Customs Act, 1962 provides that India includes the territorial waters of India. Thus, mere shipping of goods from India cannot 
be treated as ‘export’. Goods sank within territorial waters of India cannot be said to be exported as goods have not been taken 

to a place outside India. Similar decision was also given by the Supreme Court in the case of RAJINDRA DYEING & PRINTING 
MILLS LTD. - 2005 -SC 

 Thus, Alpha Ltd is not entitled to DBK. Department refusal to grant DBK is in accordance with law. 

 



 

Tutorial Notes: (Important Observations of SC in Sun Industries’ case) 

1. India = Land Mass + TWI  

2. Goods crossing India (as explained above) = Export  

3. Unless goods cross India (as explained above), export is not complete. Thus, no DBK is admissible.  

. 

 
‘Realization of Foreign Exchange’: - 
 Rule 16-A of Customs and Central Excise Duties Drawback Rules, 2017 provides for recovery of DBK in the event of non-

realization of Foreign Exchange. Thus, DBK is subject to realization of foreign exchange. 
. 

 Conditions for DBK =  EXPORT  +  REALIZATION OF FOREX 
. 

 Under contract, 2 possibilities are possible as to realization of foreign exchange: 

1) If ownership of goods was transferred at the Indian Port itself, then loss of goods is loss of buyer (foreign importer) and b uyer 

shall be liable to pay ‘sale proceeds to the seller’. In such case, condition of realization of foreign exchange stands fulfilled and 

thus, exporter eligible for DBK. 
. 

2) If ownership of goods was not transferred at the Indian Port itself, then loss of goods is loss of seller (indian exporter) and buyer 

shall not be liable to pay ‘sale proceeds to the seller’. In that case, however, amount will be realized from insurance company.  

 
 Realization from Insurance Company is acceptable realization of foreign exchange or not? 

 Yes  

FTP 2015-20  [HandBook of Procedures (HvB)] 

Para 2.85 : Admissibility of benefits on payment through insurance cover  
I. Payment through General/ Private Insurance companies:  

a) Amount of Insurance Cover for transit loss by General Insurance and Private Approved Insurance Companies in 

India would be treated as payment realized for exports under various export promotion schemes.  
 

. 

Author:   
 No information has been provided in the question as to realization of foreign exchange.  

 But since even export is not complete, no discussion has been done as to realization of foreign exchange. 

 

12. Sun Industries Ltd. sent certain goods by a ship from Calcutta to Colombo in Sri Lanka under claim for drawback 
on the said goods under section 75 of the Customs Act, 1962 against shipping Bill. The ship had passed beyond 

the territorial waters of India and the engine developed trouble while the ship was in the high seas falling within 
the ambit of the expression ‘taking out to a place outside India’. The ship returned back and ran aground in 

India territorial waters at the port of Paradeep. The fittings, stores and cargo were salvaged(*recovered but in damaged 

condition). Discuss the admissibility of claim for drawback by the Company. 

                   (3 Marks) 

Ans. “Drawback” is defined by Customs, Central Excise Duties and Service Tax Drawback Rules. Drawback is available to “goods 
manufactured in India and exported”. For the purposes of the Rules, “export” is defined to mean, “taking out of India to a place 

outside India....”. Honb’le SC in case of SUN INDUSTRIES – 1988, has held that taking the goods to a place outside India 
would also mean taking the goods beyond the territorial waters of India since in the International Trade an area beyond the 

territorial waters of India is also considered as “place outside India”. Further, it’s not necessary that export goods shall actually 
reach their foreign destination.  

     The facts as presented before us shows that export goods were loaded onto the ship completing all the export formalities 
with the proper officer. The vessel carrying the goods started for its journey, crosses the territorial waters of India but 

unfortunately, it sank in the sea. Duty drawback has been refused on the ground of goods not reaching their ultimate 
destination. Refusal based on the ground that goods have not reached their foreign destination is not valid as clearly held by 

SC in the Sun Industries’ case. 

     In light of the above discussion, drawback claim of Sun Industries Ltd. is admissible. 

 

13. “A” exported a consignment under drawback claim consisting of the following items: 

 i) 200 pieces of pressure stoves mainly made of brass @ 80/ piece--- FOB value 16,000   [DBK rate is 4% of 

FOB] 

 ii)  200 kg Brass Utensils @ 200 per kg --- FOB value Rs 40,000  [DBK rate – Rs 24/kg] 

 iii) 200 kg artware of Brass @ Rs 300/kg ---- FOB value RS 60,000  [DBK rate --- 17.50% of FOB subject to a 
maximum of Rs 38/kg]  

 On examination in docks, weight of brass artware was found to be 190 kgs and was recorded on the Shipping 

Bill. 

 Compute the DBK on each item and total drawback admissible to the party. 



 

[ICWA Inter, June 2002] 

Ans.     STATEMENT OF COMPUTATION OF ADMISSIBLE DBK 

Items Actual Qty Exported FOB value DBK rate DBK amount 

 Pressure 
stoves 

200 pieces 16,000 4% of FOB 640.00 

 Brass utensils 200 kg  40,000 Rs 24/Kg 4,800.00 

Artware 190 kg  57,000 17.50% of FOB (restricted to Rs 
38/kg) 

7,220.00 

Total Amount of DBK 12,660.00 

Working Note: Upon examination, brass artware has been found to be 190 kgs. This was recorded on Shipping Bill. And accordingly, DBK 
admissible would be in relation to 190 kgs only (the quantity as actually exported).  

 

  

14. “A” has exported under-mentioned goods under drawback claim: 

Sl No. 
of  

DBK 
Sch.  

Description of goods and quantity 
exported 

Value FOB 
(Rs) 

Rate of DBK 

64.01 Leather footwear Boots 200 nos @ Rs 1000 
per pair 

2,00,000 11% of  FOB subject to a maximum of 
Rs 85.00 per pair 

64.11 Leather chappals 2000 nos @ 50 per pair 1,00,000 3% of FOB subject to a maximum of 
Rs 5.00 per pair 

71.01 Brass Jewellery 200 kgs @ Rs 200 per kg   40,000/- Rs 22.50 per kg of brass content 

71.05 Plastic bangles with embellishment 200 
kgs @ Rs 100 per kg 

  20,000/- Rs 5.00 per kg of plastic content 

 On examination it is found that brass jewellery is 50% of weight and in plastic bangles the plastic contents is 

50% but the total weight comes to 190 kgs only. Compute DBK on each item and total drawback.                                                                                          

[ICWA Inter, Dec 2002] 

Ans.     STATEMENT OF COMPUTATION OF ADMISSIBLE DBK 

Items Actual Qty Exported FOB 
value 

DBK rate DBK 
amount 

Leather footwear Boots  200 pairs 2,00,000 11% of  FOB 

(restricted to Rs 85.00 
per pair) 

17,000.00 

Leather chappals 2000 pairs  1,00,000 3% of FOB 

(restricted to Rs 5.00 

per pair) 

3,000.00 

Brass Jewellery 200 kg (in which brass content is 
50%, i.e., 100 Kg) 

40,000/- Rs 22.50 per kg of 
brass content 

2,250.00 

Plastic bangles with 
embellishment 

190 kg (in which plastic content is 
50%, i.e., 95 Kg) 

19,000/- Rs 5.00 per kg of 
plastic content 

475.00 

Total Amount of DBK 22,725.00 

Working Note: Upon examination, plastic bangles have been found to be only 190 kgs. And accordingly, DBK admissible would be in relation 
to 190 kgs only (the quantity as actually exported).  

 

15. (a)  What is ‘brand rate’ and how is it fixed?  

 (b) What is ‘special brand rate’? Under what circumstances can one apply for fixation of the same?  

 (c) Can the rate or amount of drawback be determined provisionally? Sate the provisions in the regard. 

 (d) What powers can be exercised by the Central Government in order to verify the amount or rate drawback 

fixed  CCE (Commissioner of Central Excise) or CC&CE (Commissioner of Customs & Central Excise)? 

[CS Final, Dec 1998 --- 2 Marks each]                                                                                          

Ans. (a) “Brand Rate”: Where in respect of any export goods, AIR (All Industry Rate) has not been fixed by the CG, then 
Customs and Central Excise Duties Drawback Rules, 2017 permits the exporter to apply to Principal Commissioner of 

Customs / Commissioner of Customs having jurisdiction over place of export for fixation of rate or amount of drawback 

for him. The rate so fixed is known as “Brand Rate”. 



 

  Fixation of Brand Rate: Brand Rate is fixed considering all the relevant facts including the proportion in which the 
materials are used in the production or manufacture of goods and the duties paid on such materials. The necessary 

information is furnished by the exporter in the form of prescribed statements. 

 
‘Place of Export: - means customs station from where the exporter intends to export the goods in respect of which determination 

of brand rate is sought 
. 

Important: 
1. Application for fixation of Brand Rate shall be made within 3 months (+ 3 Months + 6 Months) of relevant date 

(= Date of issuance of LEO). 

2. Pending fixation of Brand Rate, provisional DBK may be claimed. 

 
 

 

 (b)  “Special Brand Rate”: Where in respect of any export goods, AIR (All Industry Rate) has been fixed by the CG, but the 

AIR so fixed is less than 4/5th of the actual duties paid on the materials used in the manufacture of the export goods, 
then Customs and Central Excise Duties Drawback Rules, 2017 permits the exporter to apply to Principal Commissioner 

of Customs / Commissioner of Customs having jurisdiction over place of export for fixation of special rate or amount of 
drawback for him. The rate so fixed is known as “Special Brand Rate (SBR)”. 

  Circumstances for making application for fixation of SBR: As mentioned already, Application for fixation of Special 
Brand Rate can be given where the AIR fixed for the export goods is less than 4/5 th of the actual duties paid on the 

materials used in the manufacture of the export goods. 
 

Illustration : An exporter exported 2,000 pairs of leather shoes @ Rs. 750 per pair. All industry rate of drawback is fixed on 
average basis, i.e., @11% of FOB subject to maximum of Rs. 80 per pair. The exporter found that the actual duty paid on input s 
was Rs. 1,95,000. He has approached you, as a consultant, to apply under Rule 7 of the drawback rules for fixation of ‘special 
brand rate’. Advise him suitably. 

Solution : The relevant determination under Rule 7 of the CCE Drawback Rules, 2017 is — 

1. All Industry Rates :  

(a) 11% of FOB = 11% of 2,000 pairs × 750 per pair = 1,65,000 

(b) Maximum Limit = 2,000 pairs × 80 per pair = 1,60,000 

(c) Drawback = Lower of (a) or (b) = 1,60,000 

2. Actual Duty paid on inputs = 1,95,000 

3. Rule 7 not applies : Since AIR (1,60,000) is not less than (80% of actual 1,95,000), hence, benefit of rule 7 cannot be 
applied. The exporter will have to claim AIR drawback. 

4. If actual duty is 2,05,000 : If actual duty paid on inputs is 2,05,000, then, since AIR is less than 80% of actual taxes, 
hence, Rule 7 applies. The exporter shall not claim AIR and shall directly apply for Special Brand Rate under rule 7. In case 
of Rule 7, he will be provisionally paid full drawback immediately.  

 

Important: 
1. Application for fixation of Special Brand Rate shall be made within 3 months (+ 3 Months + 6 Months) of 

relevant date (= Date of issuance of LEO). 

2. Pending fixation of Special Brand Rate, provisional DBK may be claimed. 

 
3. Exporter intending to claim Special Brand Rate (u/Rule 7) shall not claim DBK as per AIR (u/Rule 3) 

 He shall directly file a claim for DBK at special brand rate. 

 

       (c) Provisional Duty Drawback: Customs and Central Excise Duties Drawback Rules, 2017  permits allowance of duty 
drawback on provisional basis. The provisions relation thereto are as mentioned below: 

  Where the exporter desires that he may be granted drawback provisionally, he shall specifically mention in the application 
(whether the application is for fixation of brand rate or special brand rate) his request for allowance of provisional duty 

drawback. The amount of drawback as intended to be claimed by the exporter shall be stated in the application. .   

  The concerned officer may, after considering the application, allow provisionally payment of an amount not exceeding 
the amount claimed by the exporter. While allowing such provisional drawback, he may require the exporter to submit 

a bond binding himself, - 

  (i) to refund the amount so allowed provisionally, if for any reason, it is found that the duty drawback was not 

admissible; or 

  (ii) to refund the excess, if any, paid to such manufacturer exporter or exporter provisionally if it is found that a 

lower amount was payable as duty drawback : 

       The bond shall be backed with appropriate surety or security. 

 



 

(d) Powers of CG regarding verification of the amount or rate of drawback fixed by Principal CC/ CC: CG shall 
have the following two powers in this regard: 

  1) It may revoke the rate/amount of DBK as determined by Principal CC/ CC; or  

  2) It may direct the Principal CC/CC to withdraw the rate/amount of DBK determined by him. 

  

16. What is the minimum and maximum rate or amount of duty drawback prescribed under the Customs and Central 
Excise Duties Drawback Rules, 2017 made under section 75 of the Customs Act, 1962? Explain with a brief note?  

 (Nov 2008 2 Marks) 

Ans. Minimum rate of duty drawback – Sec 76 of CA, 1962 provides that DBK of amount less than Rs 50 shall not be admissible. 

Thus, minium amount of admissible DBK is Rs 50. 

 

 Maximum rate of duty drawback - Rule 9 of Customs and Central Excise Duties Drawback Rules, 2017 provides that the 
drawback amount or rate shall not exceed 1/3rd of the market price of the export product. 

 

Summary: 

Admissibility Sec 76  If (DBK = >  Market Price of goods)- then DBK admissible 
. 

[Note: If (Market Price of goods < DBK due)- then DBK not admissible] 

. 

Minimum Amount Sec 76  DBK shall be Rs 50 or more. 

Maximum Amount Rule 9  Max DBK can be upto 1/3rd of Market Price of export goods. 
. 

[Note: Market price = Indian Wholesale Market Price] 
. 

Practice these conditions through illustrations below: 
 

 

 

17. CBZ Ltd. has exported following goods to Germany. Write a brief note with reasons whether any duty drawback 
is admissible under Section 75 in each of the following cases : 

Product FOB value of Exported Goods 
(Rs.) 

Market Price of Goods 
(Rs.) 

Duty drawback rate 

A 4,30,000 3,50,000 30% of FOB 

B 6,00,000 7,00,000 3.50% of FOB 

C 1,20,000 60,000 0.75% of FOB 

D 3,00,000 3,50,000 1.50% of FOB 

          Note : (1) Imported value of Product B is Rs. 8,00,000 

 (2) Product D is manufactured out of duty free inputs. 

 (3) Working notes should form part of the answer. 

[May 2017 --- 4 Marks] 

Ans. Drawback is as computed below — 

 FOB value in 

(Rs.) 

Market Price 

(Rs.) 

Duty 

drawback 
Rate 

Gross 

Drawback 

Eligible Amount of Duty 

Drawback 

A 4,30,000 3,50,000 30% of FOB  1,29,000 1,16,667 [Drawback cannot exceed 
1/3rd of market price; 1/3rd of 3,50,000 

= 1,16,667] 

B 6,00,000 7,00,000 3.5% of FOB Nil Value of final product is less than value 

of imported inputs i.e., no value 

addition. 

C 1,20,000 60,000 0.75% of FOB 9000 900 [Valid, as amount exceeds Rs. 50] 

D 3,00,000 3,50,000 1.50% of FOB Nil NIL [Product D is made out of duty-

free inputs; since no duty is borne on 
inputs, there cannot be any 

drawback.] 



 

18. Ascertain whether the exporter is entitled to duty drawback in the following independent cases and IF YES, 
what is the quantum of such duty drawback: 

 (i) FOB value of goods exported Rs. 50,000. Rate of duty drawback on such export of goods is 0.6%. 

 (ii) FOB VALUE OF 2,000 kgs goods exported Rs. 2,00,000. Rate of duty drawback on such export Rs.30. per 
Kg. Market price of goods Rs. 50,000 (in wholesale market). 

 (Nov 2009- -2 Marks each) 

Ans. 

Situation Entitlement 
to DBK 

Amount of admissible DBK 

FOB value of goods exported Rs. 50,000. 
Rate of duty drawback on such export of 

goods is 0.6%. 

 

Yes DBK = Rs 300 

 

 Since the amount is not below Rs 50, DBK is 

admissible. 

 

FOB VALUE OF 2,000 kgs goods exported 
Rs. 2,00,000. Rate of duty drawback on 

such export Rs 30/Kg Market price of 
goods Rs. 50,000 (in wholesale market) 

No As per Sec 76, DBK is not admissible if Market price of 
goods (in given case, Rs 50,000) is less than the amount 

of DBK due (in given case, Rs 60,000). 

 

 

 



9971575755, 9315449627

Dg Satellite dgpendrive@gmail.com

Prof. Dippak

Delivering success, not lectures


	00 BEGINNING PAGES
	06 Duty Drawback
	LAST PAGE
	Page 1


