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BASIC PROVISONS  
 
 
 
 
 
 

CONSTITUIONAL POWER:  [List I of Schedule VII]  
 

Entry 83: Duties of Customs including Export duties. 
 
 

Sec 1 of Customs Act, 1962: Short Title, Extent & Applicability 
 

This act shall be called Customs Act, 1962, it extends to the whole of India and, save as otherwise 
provided in this Act, it applies also to any offence or contravention thereunder 
committed outside India by any person. 
 
 

INDIA: Sec 2(27) of Customs Act, 1962 
 

Includes:         the Territorial Waters of India; (TWI) [i.e. upto 12 Nautical Miles]. 

 

INDIAN CUSTOMS WATERS - Sec 2(28)  
 

Means:            the water extending into the sea up to the limit of Exclusive Economic Zone. 
 

& Includes:   any bay, gulf, harbour, creek or tidal river 

 
 

Significance of various Maritime zones for Customs [1 nm = 1.1515 miles = 1.853 Kms] 
 

Territorial Waters of 

India (12 nm miles 

from base line) 

 

EXPORT: 
Exportation is complete when the goods cross the territorial waters. 
 

IMPORT: 
Import is commenced when goods crosses Territorial waters. 
 

Indian Customs water 

(upto 200 nm from 

base line) 

 

Any person 
 

 Engaged in the smuggling of goods can be arrested if found in ICW. 
 

 Customs Officers have power to stop and search any vessel. 
 

Also Conveyances 
 

 Are liable to be confiscated. 
 

 
 

IMPORT - Sec 2(23)  
 

Means:            bringing into India from a place outside India. 
 

 
 

In case of Import  

Goods 

Cleared for 

Home 

Consumption 

 

 

 
 

GARDEN SILK MILLS – 2002 – SC 
 

Import of goods into India would COMMENCE when the same cross into the TWI 
but continues and is completed when goods becomes part of the  mass of goods 
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within the country. 
 

 the taxable event being reached at the time when the goods reach the 
Customs Barrier AND 
 

 the bill of entry for home consumption is filed. 
 
 

Goods 

Cleared for 

Warehousing 

 
 
 

KIRAN SPINNING MILLS – 1999 – SC 
 

Custom barriers would be crossed when they are sought to be taken out of customs 
& 
 brought to the mass of goods in the country. 

 
 

 
 
 

 

 

 
 
 

Mangalore Refinery & Petrochemicals Ltd v. CCus. – 2015 – SC 
 

 

Issue 

 

In case of import of crude oil, whether customs duty is payable on the basis of the 
quantity of oil shown in the bill of lading or on the actual quantity received into shore 
tanks in India? 
 

 

Held That 

ACTUAL QUANTITY 
 

 Levy in the context of import duty can only be on imported goods, that is, 
on goods brought into India from a place outside of India. Till that is done, 
there is no charge to tax. 

 

 

 

 

 

 
  

Import Qty =  

 

IMPORTED GOODS - Sec 2(25) 
 

Means:                                 any goods brought into India from a place outside India 
 

But doesn’t Include:        goods which have been cleared for home consumption. 
 

 
 

Goods retain their status of imported goods till the time they are under customs control. 

Once duty is paid, goods become local goods. 
  

IMPORTER - Sec 2(26)  
 

“importer in relation to any goods at any time between importation and the time when they are 
cleared for home consumption,  
 

Includes:                            

 any owner, beneficial owner or  

 any person holding himself out to be the importer. 
 
[Beneficial owner means any person on whose behalf the goods are being imported or exported or 
who exercises effective control over the goods being imported or exported] 

10,000 pc 9,500 pc 500 pc 
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Situation 
Who shall be treated 

as an Importer? 

 

Owner? 

Mr. X purchased good from Mr. Y of USA and issued irrevocable 
Letter of Credit in favour of Mr. Y and X filed Bill of Entry for 
Home consumption with Import Export Code (IEC) 

  

Mr. Y of USA appointed Mr. Z of India to sell goods in lieu of 
commission & Z filed BOE 

  

Mr. X purchased good from Mr. Y of USA and issued irrevocable 
Letter of Credit in favour of Mr. Y. While the goods were 
dispatched to him, X sold the goods to Z by transferring Bill of 
Lading in respect of Z. Z filed BOE  for Home consumption 

  

Mr. X purchased good from Mr. Y of USA. X appointed Customs 
Broker for clearance of goods, CB filed Bill of Entry for Home 
consumption using IEC of X. 

  

 
 
 

EXPORT - Sec 2(18) 
 

Means:       Taking out of India to a place outside India.   
 

 
 

When goods would be said to be exported? When goods reach their destination or when goods 
cross India i.e. TWI? 

            
 
 
 
 
                            
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

  

SUN INDUSTIRES – 1988 - SC 

Facts of the case:  
M/s Sun Industries of Calcutta has shipped readymade garments. The shipments of the said goods were 
intended for delivery at Australia under claim for drawback on the said goods under Sec 75. The ship 
proceeded to the journey and while the ship has passed the TWI and reach the High Sea it developed 
engine trouble on the way and returned back and ran aground in Indian Territorial Waters at the port of 
Paradeep. The fitting stores and cargo on the vessel had been salvaged into India. Whether goods can be 
said to be EXPORTED within the meaning of CA, 1962 and thereby making, making DBK claim admissible 
for M/s Sun Industries.  
 

Held That: 
The goods reached a place in the high seas, which is outside India and the title of the goods also passed to 
the purchasers. It is true that the goods did not land in any place because of the defect in the ship. But the 
expression “taking out to a place outside India” would also mean a place in high seas. In international trade 
the ship beyond the territorial waters of a country would be at a place outside the country.    

 

 The facts that ship was brought back to India because of damages in the ship does not, in our 
opinion affect the position. 

 

For holding out completion of export, delivery at ultimate destination is not essential 
[Goods once crossed TWI --- export shall be held to be complete --- DBK shall be admissible to the assessee].             

TWI 
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EXPORT GOODS -Sec 2(19) 
 

Means:  any goods which are to be taken out of India to a place outside India 
 
 

EXPORTER - Sec 2(20)  
 

Exporter in relation to any goods, at any time between their entry for export and time when they are 
exported 
 

Includes:  

 any owner, beneficial owner or 

 any person holding himself out to be the exporter. 
 

CONVEYANCE - Sec 2(9)  
 

Includes:            A Vessel,                        an Aircraft  and                          a Vehicle 
 

 Vehicle means conveyance of any kind used on land and includes a railway vehicle. 
 

PERSON IN CHARGE - Sec 2(31) 

Means: 

(a) in relation to a vessel, master of the vessel; 
(b) in relation to an aircraft, commander or pilot-in-charge of the aircraft; 

(c) in relation to a railway train, 
conductor, guard or other person having the 

Chief direction of the train 
(d) in relation to any other conveyance driver or other person-in-charge of the conveyance; 
 

 

 

 

 

 

 

 

 

 
 

 

 

 

Significance of above definition: 

(i) PIC shall be responsible for submitting Arrival manifest or import manifest/Departure 
manifest or export manifest. 

(ii) PIC shall ensure that conveyance does not leave without written order of Customs 
authorities. 

(iii) PIC shall be responsible to ensure that the conveyance comes through approved route and 
lands at approved places only. 

(iv) In case of false declaration or shortages of goods PIC has to be penalized. 
 
 



        BG/CUSTOMS       BASICS 

 

 7 

 

FOREIGN GOING VESSEL/AIRCRAFT Sec 2(21)  
[Under Customs supply of stores to FGV/A is treated as export and entitled to Export Benefits] 

Means:         any VESSEL/AIRCRAFT  
 

 for the time being engaged in the carriage of goods or passengers 
 between any port or airport in India and any port or airport outside India,                     
 

whether touching any intermediate port or airport in India or not, and  

Includes: 

(i) any NAVAL VESSEL of a Foreign Government taking part in any naval exercises; 

(ii) any VESSEL engaged in fishing or any other operations outside the TWI; 

(iii) any VESSEL/AIRCRAFT proceeding to a place outside India for any purpose 

whatsoever; 
 

Sl. 
No. 

 

Particulars 
Whether 

FGV/A 
1. Aircraft carrying goods or passengers from Gujarat port/Airport to 

Singapore port/airport  
 

2. Aircraft carrying goods or passengers from Singapore port/airport to 
Gujarat port/Airport  

 

3. Aircraft carrying goods or passengers from Singapore port/airport to 
Gujarat port/Airport and thereafter took them to USA port 

 

4. Vessel of USA Govt doing Naval exercises  

5. Vessel of Indian Govt. doing Naval exercises   

6. Vessel engaged in fishing/Oil operations outside TWI 

 But within EEZ 

 Outside EEZ 

 

7. Vessel not carrying any goods or passengers: 

 Going out of India 

 Coming to India 

 

 
 

 

 

 

 

 

 

 

 

 

 
 

Naval Vessel of 
 

Whether FGV 
Whether supply of stores treated as export? & 

Seller eligible for DBK 
Foreign Govt   
Indian Govt   

Passenger 

Goods 

ANY PURPOSE 
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GOODS - Sec 2(22)  
 

Includes: 
 

(a) Vessels, aircrafts and vehicles; 

(b) Stores; 

(c) Baggage; 

(d) Currency and negotiable instruments; and 

(e) Any other kind of movable property. 

 

STORES - Sec 2(38)  
 

Means:                 goods for use in a vessel or aircraft 

& Includes:         fuel and spare parts and other articles or equipment, whether or not for immediate 
fitting. 

 

E.g, foods, drinks, Aviation turbine fuel etc 

 

CUSTOMS AREA - Sec 2(11)  
 
 

Means:                  the area of A Customs Station [Customs Port / Airport /land Customs Station]. 
 

& includes:     any area in which imported goods or export goods are ordinarily kept before 

clearance by Customs Authorities (e.g., Customs Warehouse). 
 

CUSTOMS STATION - Sec 2(13)   
 

Means:       any customs port, customs airport or land customs station; 
 

 CUSTOMS PORT – Sec 2(12) 

Means:                                            any port appointed u/s 7(a), to be a Customs Port 

Includes:                                         any port appointed u/s 7(aa), to be an Inland Container Depot (ICD) 
 

 CUSTOMS AIRPORT – Sec 2(10) 

Means:   any airport appointed u/s 7(a), to be a Customs Airport. 

Includes:  any airport appointed u/s 7(aa), to be an Air Freight Station (AFS) 
 

 LAND CUSTOMS STATION – Sec 2(29) 

Means:   any port appointed u/s 7(a), to be a Land Customs Port. 
 
 

DUTIABLE GOODS - Sec 2(14) 
 

Means: any goods which are chargeable to duty and on which duty has not been paid. 

 

PROHIBITED GOODS - Sec 2(33) 
 
 

Means:          any goods the import or export of which is subject to any prohibition 
under this Act or any other law for the time being in force 

 

but does not include:  any such goods in respect of which the conditions subject 
to which the goods  are permitted to be imported or exported 
have been complied with. 
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MARKET PRICE - Sec 2(30)  
 

In relation to any goods, means the wholesale price of the goods in the ordinary course of trade in 
India. 

 

COASTAL GOODS - Sec 2(7)  
 

Means:     goods other than imported goods, transported in a vessel,  

  from one port in India to another port. 

 

EXAMPLE  
In case the goods are loaded from Chennai Port to be cleared at Gujarat Port, then such goods are known 

as coastal goods. However, in case the goods are imported from Singapore Port to be cleared at Mumbai 

port, and in between, the vessel touches Chennai port, then such goods shall retain the characteristics of 

imported goods and will not become coastal goods. 

 
 

 
 

 

 

 

 
  

 

 
 

                      (CASE 01)                                                               (CASE 02) 

 

IEC Code (Importer Exporter Code) 
 

It is a unique 10 digit code issued by DGFT to a person. IEC is mandatory to 
export or import any goods out of India or  into India unless specifically 
exempt. Permanent Account Number (PAN) is pre-requisite for 
grant of an IEC. Only one IEC can be issued against a single PAN. DGFT has 
decided to use income tax PAN as IEC number i.e., IEC will be issued by 
DGFT with the difference that it will be alpha numeric (instead of 10 digit 
numeric) and will be same as PAN of an entity.  
 

With the introduction of GST, GSTIN would be used for purposes of  
 

(i) credit flow of IGST on import of goods, and  
 

(ii) refund or rebate of IGST related to export of goods.  
 

In view of this, it has been decided that importer/exporter would need to declare only GSTIN 
(wherever registered with GSTN) at the time of import and export of goods. For residuary categories, 
UIN issued by GSTN and authenticated by DGFT will be used.  For others, common number will be 
notified by DGFT. 
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COMMON TERMS USED IN CUSTOMS  
 

 

BILL OF LADING/DELIVERY ORDER/AIRWAY BILL 
 

A bill of lading is a negotiable document, which is signed by the carriers of the cargo (shipping co.) 
and it contains following particulars: 

(i) Port of shipment 
(ii) Number of packages covered in the consignment 

(iii) marks and numbers on the packages 
(iv) Name of the vessel 
(v) Name of the consignee 

(vi) Freight particulars – whether pre-paid or to be collected 
 

It has to be surrendered to the carrier for the purpose of obtaining delivery. It is evidence of the title 
of the goods and transfer of the title can take place by its endorsement and delivery. 
  

LETTER OF CREDIT 

This is an instrument delivered by the bank intimating the seller that the buyer has instructed the 
bank and the bank will according to these instructions pay the seller of the goods, the bill amount for 
the supply of the goods on presentation of certain documents evidencing shipment of the goods. 
 

BILL OF ENTRY  

BOE is an electronic declaration, containing goods detail, which 
has been accepted and assigned a number by the India Customs 
EDI system. Goods are cleared on the basis of BOE. It is filed by 
importer or Customs Broker. It is filed in terms of Sec 46. It is filed 
either through ICE-GATE or by data entry at service centre. 
 

CERTIFICATE/COUNTRY OF ORIGIN 

A certificate issued by the competent authority in the country of manufacture giving the extent of 
the manufacture in that country. 
 

BOAT/LIGHTERAGE CHARGES 
Sometimes the vessel is unable to get a berth alongside the quay in the harbour. The goods are then 
transported from the ship to the shore by boats / lighters. The charges paid therefore are called Boat 
/ Lighterage charges. 
 

VARIOUS TERMS USED IN RELATION TO VALUE 
 

Ex-Factory Price  

It is the price of the goods as comes out of the factory. It includes cost of production and 
manufacturer’s margin of profit.  
 

F.A.S (Free Alongside) 

It is the cost at which the export goods are delivered alongside the ship, ready for shipment. It 
includes ex-factory +local freight + local taxes. 
 

F.O.B. (Free on Board) 
Technically there is not much of a difference between FAS and FOB cost. FOB means the stage at 
which the goods are placed on board the conveyance carrying the vessel. It can be said to include 
FAS + loading charges + export duty cess. 
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C.I.F. (Cost Insurance Freight) 
 

It is the cost at which the goods are delivered at the Indian port.  

 
 

 

 

 

 

 

 

 

 

 

 

 

CUSTODIAN 
 

Means: a person who has responsibility for taking care or protecting goods after 
being unloaded. 

 

E.g, Airport Authority of India, Shipping Trust of India etc 

 

Customs Broker (Customs House Agent) 
 

 CB needs to register himself with the Customs House. 

 He needs to pass exam conducted by Customs House. 

 He shall apply for license of CB. 

 He shall also fulfill criteria of financial soundness for appointment. 

 CB registered at one Customs House can work at any Customs House in India. 

 Importer can himself handle customs formalities or appoint CB. 
 

Accredited Client Programme (ACP) 
 

ACP is introduced to give assured facilitation to importers who are assigned as highly complaint. In 

most of the cases (except a few occasions when their consignment will be randomly selected for 

checks by Customs Officers) the India Customs (EDI System) will accept the declared classification and 

valuation and assess duty on the basis of importer’s self declaration. 

 

Eligibility Criteria: 

 He should have imported goods of value ` 10 crores or more in the PY or has paid more than 
` 1 crore of Customs duty in the PY 

 He should have filed atleast 25 Bill of Entry in previous 1 year 

 He should not have any cases under the Customs, Excise or Service Tax in previous 3 FY. 

 He should not have any cases booked under any of Allied laws. 

  

USA INDIA 
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INLAND CONTAINER DEPOT (ICD) 

In maximum cases import is done via sea, being sea the cheapest mode, 
however there lies a problem i.r.o import via sea i.e. door delivery is not 
possible, importer has to go to the port to get the goods cleared. To 
overcome this limitation, Government of India introduced the concept of 
ICD. Under this CBIC has notified some places (land area in interior part of 
the country) as ICD and ICD are treated as ‘deemed Customs Port’.  
 

CONTAINER FREIGHT STATION (CFS) 

CFS at loading port means the location designated by carriers for the 

receiving of cargo to be loaded into containers by the carrier. At discharge or 

destination ports, the term CFS means the bounded location designated by 

carriers for unloading of containerized cargo. 

 

INLAND CONTAINER DEPOT [ICD] CONTAINER FREIGHT STATION [CFS] 
 

ICD is a stand-alone customs part (independent 

of the entry port). ICD is a deemed port (as it 
is covered by definition of Customs Port as given 
in Sec 2) 

 

CFS is not a deemed port. 

 It is an extension of entry port. Container 
Freight Station by itself cannot have an 
independent existence; it has to be linked to a 
CUSTOM PORT, AIRPORT, LCS / ICD [i.e. 
CUSTOMS STATION] within the jurisdiction of the 
CC. 
 

 

Reason of emergence of concept of ICD: 
 

To make available goods at the doorsteps of 

importers / exporters by way of opening of a 
large number of ICDs across the country. 
   
ICDs are thus self sufficient customs stations 
and for all practical purposes [filling of customs 
manifest, bill of entry, shipping bill etc] a 
Custom House in the same way as any port or 
airport. 

 

Reason of emergence of concept of CFS: 
 

It is an extension of a customs station set up 

with the main objective of decongesting the 

ports.  It is a place where only a part of the 
customs process mainly the examination of 
goods is normally carried out by Customs and 
goods are stuffed into containers and de-stuffed 
therefrom and aggregation / segregation also 
takes place at such places.  All practical activities 
[filling of customs manifest, bill of entry, 
shipping bill etc] are carried out at customs port. 

 
Clearances from DTA to SEZ whether liable to Export Duty? 

 
TIRUPATI UDYOG LTD. vs UOI – 2011 – AP HC 

 

Clearances from Domestic Tariff Area to Special Economic Zone are deemed export only for the 
purpose allowing export incentives. Since both SEZ unit & DTA unit is located in India, taking 
goods from DTA to SEZ is not export u/s 2(18).  
 

  

 

PORT 

PORT 
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CLASSIFICATION OF GOODS 
  

Classification is based on Harmonized System of Nomenclature (HSN). It consists of 21 sections 

and 98 chapters with 8 digit coding. Each chapter is having many header and sub header and tariff 

header and chapter notes. 
 

In 8 digit coding system 
 

First 2 digit reflect Chapter                    Chapter 95: Toys, games and sports requisites; parts and                 
accessories thereof 

First 4 digits reflect Tariff Heading         95 06: Articles and equipment for general physical   
exercise…. 

– Balls, other than golf balls and table-tennis balls 
 

First 6 digits reflects Tariff sub heading            95 06 62: – – Inflatable 
 

Total 8 digits reflects Tariff item               95 06 62 10: – – – Football 
 

 Though CTA generally follows HSN, it is not a copy of HSN. In case of conflict between CTA 

and HSN then CTA shall prevail.  
 

 

Harmonised System of Nomenclature (HSN): 

Is the universal standard system of classification of goods developed by World Customs 

Organisations (WCO). It is adopted by about 140 countries. HSN is a 6-digit code and member 

countries are allowed to extend the code upto any level. India has extended it to 8-digit code. 
 

Significance of dash 
 

 Single Dash ( - ) Indicates that the article or group or articles is covered by the Heading 

under which they are specified 
 

 Double Dash ( - -) Indicates a sub-group or article which is part of a group with single dash. 

They are sub-classifications of immediately preceding article/group with single dash. 
 

 Triple dash or quadruple dash ( - - -)/ ( - - - - ) Indicates a sub-sub-group or article which 

is part of a sub-group with  single or double dash. They are taken to be sub-classification of the 

immediately preceding article/group with single or double dash 

 

Tariff Item Description of Articles Unit 
Rate of Duty 

Standard Preferential 

(1) (2) (3) (4) (5) 

9506 62 10 --- Football u 10% N.A 

 

Standard Unit of Quantity: 

Standard Unit of Quantity is a unit of measure. It has been prescribed in column 3 of the First 

Schedule to the Customs Tariff for each tariff item to facilitate the collection, comparison and 

analysis of trade statistics. The unit of measure is indicated by abbreviations. Some abbreviations are 

cc-cubic centimeter, cm-centimetre(s), g-gram(s), mt-metric tonne.   


