
 

 

  



 

 

  



 

 

  



 

 

 

 

 

 

 

SCANNER (Tool Scanning Your Errors) - a word from the Author  
 

WHY SCANNER IS IMPORTANT? 
Coaching guides you as to understanding of subject - concepts, logics and reasoning behind law. 

Self-study / Revision is with the objective of recollection and Memorization of concepts learned in coaching 

Now, one is ready for exams. 

But before we directly sit in the exams, it is important and extremely useful if we evaluate ours performance by attempting some questions. 

Scanner serves that purpose. It puts you into exams like conditions, question forces you to think, recollect and apply the knowledge you have 

acquired through coaching and self-study. 

HOW TO MAKE EFFECTIVE USE OF SCANNER? 
Revise on chapter from yours regular study material. 

Now, start attempting same chapter from the Scanner. 

While doing question, take note of following : 

1. Question which you answered wrongly –  

 which point you missed while reading question 

 which provision you failed to apply 

 which inter-linkages you failed to apply  

 (a) if mistake was just due to carelessness - be extra careful 

 (b) if mistake was due to fact that question was very tricky - then mark the question for one more revision later  
 

2. Question which you answered correctly -  

 Congratulations -- you are not required to read it again 
 

Keep the following targets in mind 
1. 80% plus correct answers - you are outstanding student for this chapter 

2. 60% plus correct answers - you are brilliant student for this chapter  

3. 50% plus correct answers - you are good student for this chapter 

4.  Other case -- you need to work extra harder, reread the chapter and then attempt again 
 

While attempting Scanner, you will also be indirectly coming to know how to present the answers. We have made special efforts to guide you 

in that direction. Each answer is well supported by tutorial notes from ours side which will keep you well directed and will maintain 

connectivity.  

With ours coaching, you enjoyed the process of learning. 
With ours Scanner, you will enjoy the process of application, discovery of errors and corrections. 

 

Heralding to you a bright future. 

Adios. 

Prof. Dippak Gupta 

 



 

 

 

  



 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://t.me/joinchat/AAAAAErlY-7sfckZVsQ3ig 

 

https://youtu.be/gjXxyix2frg 

https://youtu.be/w6gxI03gX-I 

https://youtu.be/tTiWBMk0FDc 

 

                    https://drive.google.com/file/d/19bFtJ5eIAMIxvpfmJBvWlI6iG57HUOH5/view?usp=drivesdk 

 

https://t.me/joinchat/AAAAAErlY-7sfckZVsQ3ig
https://youtu.be/gjXxyix2frg
https://youtu.be/w6gxI03gX-I
https://youtu.be/tTiWBMk0FDc
https://drive.google.com/file/d/19bFtJ5eIAMIxvpfmJBvWlI6iG57HUOH5/view?usp=drivesdk


 

 

 

 

 

 

 

 

 



 

CUSTOMS SCANNER 
      

Chapter 1: Basic Concepts  1-16 
    

Chapter 2: Remission and Abatement of Duty 17-22 
    

Chapter 3: Classification of Goods 23-26 
    

Chapter 4: Valuation of Goods 27-46 
    

Chapter 5: Relevant Date 47-50 
    

Chapter 6: Assessment 51-56 
    

Chapter 7: Import Procedure 57-66 
    

Chapter 8: Export Procedure 67-68 
    

Chapter 9: Transit & Transshipment of Goods 69-70 
    

Chapter 10: Warehousing 71-80 
    

Chapter 11: Duty Drawback (DBK) 81-92 
    

Chapter 12: Baggage 93-100 
    

Chapter 13: Import Export by Post 101-102 
    

Chapter 14: Stores 103-104 
    

Chapter 15: Confiscation of Goods & Penalty 105-116 
    

Chapter 16: Types of Customs Duties 117-126 
    

Chapter 17: Miscellaneous Provisions  
    

17.1 Exemption from  Duty 127-132 
    

17.2 Powers of Customs Officers 133-136 
    

17.3 Demand & Recovery 137-142 
    

17.4 Refund 143-150 
    

17.5 Advance Ruling 151-154 
    

17.6 Settlement Commission 155-160 
    

17.7 Appeal, Review & Revision 161-170 
    

17.8 Miscellaneous Provisions 171-172 
    

 
 
 
 
 
 
 
 



 

 
 
 
 
 
 



 

 

Customs - BASIC CONCEPTS & DEFINITIONS  

 

GOODS  
 

1. Whether ‘currency/ money’ is also ‘goods’ under CA, 1962, the import and export of which is regulated/ 
controlled through Customs Act? 

  

Ans.  “Goods’ have been defined in Sec 2(22) of Customs Act. 1962 to include  

a) Vessels, aircrafts and vehicles; 

b) Stores; 

c) Baggage; 
d) Currency and negotiable instruments; 

e) Any other kind of movable property. 

  

As is evident from above definition, even currency/money is treated as ‘goods’ under Customs Act. Thus, any import / export 
of currency comes under strict control of Customs. Customs does not charge any duty on currency (as CTA, 1975 specifies 0 

duty on currency), but customs act control all imports/ exports of any currency. If there is any improper importation / exportation 
of currency, then through provisions of Customs Act, 1962, CG seized and confiscate such currency. 

 
Author: 

1. CGST Act, 2017 defines ‘goods’ u/Sec 2(52) to exclude ‘money’ – No GST liability on supply of money 
. 

2. However, CA, 1962 defines ‘goods’ u/Sec 2(22)to include ‘money’ – Customs duty liability on import/export of money is ‘0’, but still 
money import/export is regulated and controlled through customs provisions 

 

 

2. Briefly explain “Prohibited goods” under the Customs Act, 1962. 

 [May 2011 -3 Marks] 

Ans.  “Prohibited goods’ have been defined in Sec 2(33) of Customs Act. 1962 to mean goods the import or export of which is 
prohibited into India, but to exclude goods the import or export of which is subject to any restrictions/conditions which are 

complied with. 

 Thus, in nutshell, following goods shall be treated as ‘prohibited goods’: 

i) Goods the import or export of which is absolutely prohibited in India; 

ii) Goods the import or export of which is subject to any condition and that condition is not complied with. 
 

Tutorial Notes: 

3. The import or export of any goods may be prohibited under Customs Act, 1962 or under any other law. In both the cases, 
Customs will treat goods as ‘prohibited goods’. 
a. FTP 2015-20 made under Foreign Trade (Development and Regulation) Act declares many goods as ‘prohibited goods’.  
b. Additionally, Customs Act, 1962 empowered CG through section 11 to declare any goods as ‘prohibited goods’ considering various 

purposes such as maintenance of security of India, maintenance of public order or standards of decency, enforcement of IPR 
into India, compliance of domestic laws (like MRP declaration) etc. 

 

3. Indicate any 4 purposes specified in the Customs Act for which the Central Government can prohibit the import 

or export of goods of any specified description.  

(4 Marks) 

Ans. Sec 11 of Customs Act, 1962 empowers the Central Government to prohibit (either absolutely or subject to certain conditions to be fulfilled before or 

after clearance) Import or Export of any goods. Sec 11 specifies the various purposes for which import or export of any goods can be 

declared to be prohibited. 4 such purposes are: 
1) Maintenance of public order or standards of decency; 

 
2) the prevention of shortage of goods of any specified description;    

. 

CG may prohibit export of ‘agricultural product’ if it is going in shortage in india.  

 

3) the protection of patents, trademarks, copyrights, designs and geographical indications; 

.. 



 

 

CG may prohibit import of any goods which is infringing patent/ copyright/ trademarks etc. of any other person  

e.g., import from China of X goods may be declared as prohibited if such goods are infringing patents/ trademarks etc. of som e person 

in USA 

 

4) the compliance of imported goods with any laws which are applicable to similar goods produced or manufactured in India; 
. 

 CG may prohibit import of any food items which are not in compliance with food safety standards set by FSSAI.  

 CG may prohibit import of any goods which are not meeting the requirement of declaration of MRP as required under LMA, 2009. 

. 

5) the prevention of the contravention of any law for the time being in force; 
6) any other purpose conducive to the interest of the general public; 

 
 

4. State in brief the provisions under the Customs Act, 1962 that seek to prohibit the import of goods infringing 

intellectual property rights (IPR). 

                                                                                                                         

Ans. Sec 11 of Customs Act, 1962 empowers Central Government to prohibit import or export of any goods. In exercise of that 
power, Central Government has prohibited imports in violation of Intellectual Property Rights (IPR) like Patent, Trademark, 

Copyright, Geographical indications, etc.. Likewise, imports of goods violating Trade Marks and copyright has also been 
prohibited. 

     Intellectual Property Rights (Imported Goods) Enforcement Rules, 2007 have been notified for this purpose. The right 
holder (IPR holder) is required to register with customs. He has to inform the customs authorities (through a notice). If such a 

notice is received from any IPR holder, then infringing goods can be seized or clearance can be suspended till completion of 
enquiry and examination. The goods ultimately found to be infringing goods are either to be destroyed or to be disposed off 

outside the normal channels of commerce. 

 
Author:  [For yours knowledge only – read only] 
. 

Illustration: 
A specific intelligence has been received that the importer ‘A’ is engaged in importing counterfeit good of well-known brand (registered 
with Customs Authorities for enforcement of their IPR) in violation of provisions of the Trade Mark Act, 1999 and Customs Act , 1962 by 
declaring the goods as ‘unbranded’ goods and after clearance of the same, the goods are being sold in the market.  
   Acting on intelligence, the consignment of commodity "X" sought to be cleared by B/E No. 111111 dated xx/yy/zzzz by importer "AA" 
was intercepted and subjected to 100% examination by the officer of Special Intelligence and Investigation Branch (SIIB).  
   On examination of goods, the goods were found to be carrying brand "B" while in the B/E, the goods was declared as "unbranded " 
one.  On examination of IPR application registered with Customs Authorities, it was noted that right holder of brand "B" has filed 
application for enforcement of their IPR at border under IPR (Imported Goods) Enforcement Rules, 2007.  
   Now, how these will be handled by Customs: 

1) Suspend the clearance of the goods under IPR; 
2) Inform the IPR right holder about the shipment and request to examine the goods for ascertaining the genuineness of goods 

or otherwise; 
3) Examination of the goods by the right holder and drawal of sample; 
4) Submission of the Report by the right holder stating that  the goods are counterfeit explain in details the basis of such 

conclusion including the difference of impugned counterfeit goods and original goods;  
5) Execution of Consignment specific bond along with security by the right holder; 
6) Issuance of Summons to the importer; 
7) Seizure of the goods under the provisions of the Customs Act, 1962; 
8) Issuance of the SCN to the importer asking him to show cause as to why the goods imported and found to be counterfeit 

goods should not be confiscated under  section  111 of  the  Custom  Act,  1962  and  penalty  should  not  be imposed on 
him under section 112 of the Customs Act, 1962; 

9) Adjudication of the SCN by the competent authority. 
. 

 

5. Define: Dutiable goods   

    (May 2007 = 2 Marks)  

Ans.  “Dutiable goods” has been defined u/s 2(14) of the Customs Act, 1962 to mean any goods chargeable to duty and on 
which duty has not been paid. “Dutiable goods” may be “imported goods” as well as “export goods”. The goods retain the 

status of “dutiable goods” till the time duty has not been paid. Once duty is paid, dutiable goods  become “duty paid goods”. 

 
Author:  Imported goods may be dutiable or non-dutiable. Customs clearance is required in both the cases. 

 Dutiable Goods Non-dutiable goods 

(goods actually subject to some duty liability) (goods not subject to some duty liability – like 
exempted goods / Nil rated goods) 



 

 

Customs 
Clearance 

Clearance for home consumption – upon payment of 
ID  (belated payment will also attracts interest liability 
@15% p.a.) 

Clearance for home consumption – without 
payment of ID  (no question of interest) 

Clearance for warehousing – without payment of ID 
(ID is payable when goods are cleared. Such clearance 
will also interest warehousing interst in terms of Sec 
61(2), if goods are not cleared within 90 days of 
warehousing order) 

Cannot be warehoused at all  
 

 

Seizure & 
Confiscation 
(improper 
importation) 

Improper importation will make such goods 
subject to seizure and confiscation. 
 

Improper importation will make such goods 
subject to seizure and confiscation. (Prohibited 
goods, even if non-dutiable, will also be subject to 
seizure and confiscation) 

. 

 

6. Explain briefly the meaning of followings with reference to the Customs Act, 1962: 

 (i) Dutiable goods and Imported goods 

 (4 marks) 

Ans. “Imported goods” means any goods brought into India from a place outside India but does not include goods which have 

been cleared for home consumption [Sec 2(25)]. Thus, goods brought from any place outside India retain the status of 
imported goods till the time they have not been cleared for consumption within India. 

     “Dutiable goods” has been defined u/s 2(14) of the Customs Act, 1962 to mean any goods chargeable to duty and on 
which duty has not been paid. “Dutiable goods” may be “imported goods” as well as “export goods”. The goods retain the 

status of “dutiable goods” till the time duty has not been paid. Once duty is paid, dutiable goods (chargeable to import duty or 
export duty) become “duty paid goods”. 

 
 

IMPORT 
 

7. Explain briefly with reference to the provisions of sec 2 of the Customs Act, 1962: 

 (i) “Import” and “Importer” 

(Nov 2007 = 2 Marks) 

Ans. Sec 2(23) of the Customs Act has defined the term “import” to mean bringing into India from a place outside India. 

 

Sec 2(26) of the Customs Act has defined the term importer in inclusive manner. It provides that in relation to any imported 

goods, importer shall include following: 

(a) any owner 

(b) any person holding himself out to be the importer; 

Recently, this definition has been amended to include ‘beneficial owner’ within the meaning of importer. 

 

Author:   
Beneficial owner has been defined u/sec 2(3A) to mean person on whose goods are imported/exported or who exercises effective 
control over the goods imported /exported. 
Consider a situation, Mr A has filed bill of entry for home consumption for clearance of a consignment from customs station a nd thereby 
holding himself out to be ‘importer of such goods’. Customs Authorities found that goods are misdeclared and actual culp rit is not Mr A 
rather than Mr B on whose behalf goods have been imported. Then, in view of amended definition of importer, Customs Authoriti es can 
treat Mr B as the importer since Mr B is the beneficial owner. Consequently, customs authorities may proceed  against Mr B – all penal 
provisions can now be invoked against Mr B. 
 
Similarly, in another situation, Mr M has filed shipping bill holding himself out to be an exporter. If such goods are found to be misdeclared 
and it is also evident that real culprit is Mr R on behalf such goods are actually being exported. Then, customs authorities can treat Mr R 
as ‘exporter’ – he being the beneficial owner. 
. 

 

[Expected] 

8. A ship carrying the goods for XYZ entered the territorial waters of India from a foreign country on Jan 25, 20XX. 
The goods arrived into India on Jan 27, 20XX. The goods were warehoused in a warehouse under provisions of 

the Customs Act, 1962 on Jan 26, 20XX. The goods were removed from the warehouse on March 10, 20XX. 

 What should be the customs duty treatment under following situations: 



 

 

(a) BCD rate has been increased at time of removal of goods from warehouse – BCD has been increased from 
20% to 30%. 

(b) BCD rate is same (20%). But SWS (Social welfare Surcharge) has been imposed w.e.f. 2nd Feb, 20XX. 
Consider each situation as independent situation. 

. 

Note: SWS has been introduced through Finance Act, 2018 – it has imposed SWS as an additional customs duty. 
 

Ans.  

(a) BCD rate has been increased at time of removal of goods from warehouse – BCD has been increased from 
20% to 30%. 

Customs Act, 1962 makes provision as to ‘relevant date’ which shall be considered for determination of applicable rate of 
duty for an imported consignment. Sec 15 of Customs Act, 1962 provides for that. In case of warehoused goods, 

relevant date has been specified as the date on which bill of entry for home consumption is filed u/sec 68. Thus, in given 
situation the applicable rate of BCD shall be 30% - the rate of duty prevailing on the date of filing of bill of entry for home 

consumption u/Sec 68. 

 

(b) BCD rate is same (20%). But SWS (Social welfare Surcharge) has been imposed w.e.f. 2nd Feb, 20XX.  

As a normal principle, an import consignment will attract all duties which are prevailing on the date of importation of 
consignment into India. The important point is to determine as to when the import shall be said to be taken place. Though 

literally, import takes place when goods are brought into India from a place outside India. But Hon’ble SC in case of 
GARDEN SILK MILLS – 1999. has held that the entry into territorial waters is just start of import, the point of completion 

of taxable event is the time when the goods reach the customs barrier and the bill of entry for home consumption is 
filed by the importer. Also in case of APAR (P) LTD.-SC, SC has held that in case of warehoused goods too, import takes 

place only when goods are cleared from customs warehouse.  

  Considering above judgments, any import consignment will attract all customs duties as prevailing on date of import 

completion, i.e., filing of bill of entry for home consumption. thus, in case before us, the import consignment will 
attract BCD @20% and also SWS @10%. 

 

Author:   
Considering above principles, when IGST on import was introduced in India w.e.f. 1 st July, 2017, then CG issued GUIDANCE NOTE ON 
IMPORTERS & EXPORTERS clarifying following issues: 

Situation Levy of Duties/ Taxes 

Consignment arriving into India on/after 1st July, 2017 

Post arrival, B/E for H/C will be filed by importer.  

 

 

IGST and GST Compensation cess, wherever applicable, 
would be levied on cargo that would arrive on or after 1st July, 
2017. 

[Guidance Note for Importers & Exporters] 

Consignments arrived on 30th June, 2017 

On 1st July, 2017, consignment is lying at port (as not 
cleared) 

– importer is filing B/E on/after 1st July, 2017 

 

It may also be noted that IGST and GST Compensation cess 
would also be levied on cargo which has arrived prior to 1st 
July but a bill of entry is filed on/ after 1st July 2017. 

[Guidance Note for Importers & Exporters] 

Consignments arrived on 26th Feb, 2017 

On 26th Feb, 2017, importer files B/E for warehousing 
and get the consignment transferred to warehouse 

– importer is filing B/E on/after 1st July, 2017 
. 

Similarly ex-bond bill of entry filed on/ after 1st July 2017 
would attract IGST and GST Compensation cess, as 
applicable. 

[Guidance Note for Importers & Exporters] 

 

 
. 

Advance B/E – How to handle? 

 Sec 46 of CA, 1962 permits filing of bill of entry even before arrival of conveyance (vessel/ aircraft/ vehicle). This bill 
of entry is referred as ‘advance B/E’ / ‘prior B/E’ 

 In case an importer has filed advance B/E on 28th June, 2017 and consignment is arriving on 10 th July, 2017, then 
whether such import consignment shall attract levy of IGST? 
 

 Guidance note for importer and exporters: In the case where cargo arrival is after 1st July and an advance bill of 

entry was filed before 1st July, the bill of entry may be recalled and reassessed by the proper officer for levy of IGST 
and GST compensation Cess, as applicable 

 
. 



 

 

 

[Expected] 

Imports into India – subsequent sale in India 
. 

Mr A – imported goods from USA   

 Purchase price paid by him = Rs 1,00,000 (CIF) 

 Re-sale price of goods = Rs 1,30,000 

Situation Importer in transaction Treatment of such sale 

Cleared from customs and sold 

Mr A clears the consignment – ID paid 

Post clearance, sells goods in India 

Mr A (one who clears the goods) 
[Value on which ID payable = 
1,00,000] 

Goods cleared = Local Goods 

Sale = Sale of local goods – GST applicable (TV= 

1,30,000) 
 

High Seas Sales 

Mr A does not clear the consignment  

He does not file any B/E and sells such goods in 
India by way of ‘transfer of document of title to 
the goods’ 

 

HSS buyer (who is filing B/E for 
customs clearance) 
[Value on which ID payable = 
1,30,000] 

CBEC Circular- 33/2017-Cus 

Goods cleared = Imported Goods (as still not 
cleared from Customs) 

Sale =  Sale of imported goods 

Such sale will not attract any IGST  (as total 
value addition will be taxed at time of ultimate 
clearance from customs by the HSS buyer) 

 

Bond-to-Bond Transfer 

Mr A comes forward to clear the consignment. 

But he gets goods transferred to warehouse. 

He has filed B/E for warehousing and also has 
executed warehousing bond. 

Now, he is making ‘bond-to-bond transfer of 
goods’ – i.e., sale of warehoused goods without 
clearing those goods. 

Buyer (who is filing B/E for H/C for  
customs clearance from 
warehouse) 
[Value on which ID will be payable = 
1,00,000] 

CBEC Circular- 46/2017-Cus 

Goods cleared = Imported Goods (as still not 
cleared from Customs) 

Sale =  Sale of imported goods 

Such sale will attract IGST  (as total value 

addition is not taxed at time of ultimate clearance from 
customs by the HSS buyer) 

 

. 

QUESTIONS FOR PRACTICE  (REVISE YOURS GST – MODULE 2) 

Illustration 1– Goods imported and cleared for home consumption and subsequent sale thereof :  

Goods valuing Rs. 100 are imported by “Mr. A” on 2-7-2018.  

Mr. A clears them for home consumption on same day. 

 “A” sells goods to “B” on 25-9-2018 for Rs. 300.  

Determine tax consequences, if BCD is 10%, IGST is 12% (Ignore SWS) 

 

Solution : The calculations are — 

1. Mr. A will pay Customs Duty on 2-7-2018 [BCD Rs. 10 + IGST u/s 3 of CTA Rs. 13.2] : Mr. A can avail credit :  

BCD = 10% of customs value Rs. 100 = Rs. 10.  

IGST u/s 3 of Customs Tariff Act, 1975 = 12% of [100 customs value + BCD Rs. 10] = Rs. 13.20.  

Total Customs Duties = BCD Rs. 10 + IGST Rs. 13.2 = Rs. 23.2.  

The credit of IGST paid can be availed by Mr. A. 

 

2. IGST Rs. 36 payable by Mr. A on sale to Mr. B :  

Mr. A has supplied goods to Mr. B Hence, Mr. A will charge total GST @12% on transaction value viz. 12% of Rs. 300 = Rs. 
36.  

Payment of the above GST of Rs. 36 and filing of return for the same should be done by 20 th October 2018. Mr. A will pay 

net GST = 36 – Credit availed 13.2 = Rs. 22.8.  

The credit of IGST of Rs. 36 can be availed by Mr. B as per Section 16(2)(b) of CGST Act. 



 

 

Illustration 2– Goods imported, bonded and cleared for home consumption and subsequent sale thereof :  

Goods valuing Rs. 100 are imported by “Mr. A” on 2-7-2018.  

Mr. A wants to deposit goods in a bonded warehouse to defer duty.  

Mr. A files an “into bond bill of entry” and goods are deposited in a Bonded Warehouse on same day. (Into-Bond B/E = B/E for Whing) 

“A” files an Ex-bond Bill of entry on 21-7-2018. (Ex-Bond B/E = B/E for home consumption) 

“A” sells goods to “B” on 25-9-2018 for Rs. 300.  

Determine tax consequences, if BCD is 10%, IGST is 12% & (Ignore SWS) 

 

Solution : The calculations are — 

1. Mr. A will pay Customs Duty on 21-7-2018 [BCD Rs. 10 + IGST u/s 3 of CTA Rs. 13.2] : A can avail credit :  

BCD = 10% of customs value Rs. 100 = Rs. 10.  

IGST u/s 3 of Customs Tariff Act, 1975 = 12% of [100 customs value + BCD Rs. 10] = Rs. 13.20.  

Total Customs Duties = BCD Rs. 10 + IGST Rs. 13.2 = Rs. 23.2.  

The credit of IGST paid can be availed by Mr. A. 

 

2. IGST Rs. 36 payable by Mr. A on sale to Mr. B :  

Mr. A has supplied goods to Mr. B Hence, Mr. A will charge total GST @12% on transaction value viz. 12% of Rs. 300 = Rs. 
36.  

Payment of the above GST of Rs. 36 and filing of return for the same should be done by 20th October 2018.  

Mr. A will pay net GST = 36 – Credit availed 13.2 = Rs. 22.8.  

The credit of IGST of Rs. 36 can be availed by Mr. B as per Section 16(2)(b) of CGST Act. 

 

Illustration 3– Goods imported, bonded and sold while in the Bonded Warehouse and clearance thereof :  

Goods valuing Rs. 100 are imported by “Mr. A” on 2nd July 2018.  

Mr. A wants to deposit the goods in a bonded warehouse to defer duty.  

Mr. A files an “into bond bill of entry” and the goods are deposited in a Bonded Warehouse on the same day 

Mr A sells goods to Mr B on 21st July, 2018 for Rs 300.  

Mr B files ex-bond bill of entry on 25-9-2018. 

Determine tax consequences, given that BCD is 10% and IGST is 12% (Ignore SWS) 

 

Solution : In this case, when ‘A’ sells the warehoused goods to ‘B’, ‘A’ becomes the supplier of the goods as per IGST Act and is 
therefore liable to pay IGST under section 5 of IGST Act. ‘B’ in turn becomes the importer and is therefore liable to pay the customs 

duties, on ex-bonding. The calculations are — 

1. IGST Rs. 36 payable by Mr. A :  

Mr. A has supplied goods to Mr. B. Since this supply takes place before customs clearance, it is an inter-state supply. Hence, 

Mr. A will charge IGST @12% on transaction value viz. 12% of Rs. 300 = Rs. 36.  

Payment of the above IGST of Rs. 36 and filing of return for the same should be done by 20 th August 2018.  

The credit of IGST paid can be availed by Mr. B as per Section 16(2)(b) of CGST Act. 

 

2. Mr. B will pay Customs duty [BCD rs. 10 + IGST u/s 3 of CTA Rs. 13.2]; Mr. B can avail credit :  

BCD = 10% of customs value Rs. 100 = Rs. 10.  

 IGST u/s 3 of Customs Tariff Act, 1975 = 12% of [100 customs value + BCD Rs. 10] = Rs. 13.20.  

Total Customs Duties = BCD Rs. 10 + (IGST) Rs. 13.2 = Rs. 23.2. The credit of IGST paid can be availed. 

 

 

 

 

 

 

 

 

 



 

 

 

EXPORT 
 

9. Explain briefly with reference to the provisions of Sec 2 of the Customs Act, 1962: 

 (i) “Export” and “Exporter” 

(Nov 2008 = 2 Marks) 

Ans. Sec 2(18) of the Customs Act has defined the term “export” to mean taking out of India to a place outside India. 

 

Sec 2(20) of the Customs Act has defined the term exporter in inclusive manner. It provides that in relation to any export goods, 

exporter shall include following: 

(a) any owner 

(b) any person holding himself out to be the exporter; 

Recently, this definition has been amended to include ‘beneficial owner’ within the meaning of exporter. 

 

Author:   
Beneficial owner has been defined u/sec 2(3A) to mean person on whose goods are imported/exported or who exercises effective 
control over the goods imported /exported. 
Consider a situation, Mr M has filed shipping bill holding himself out to be an exporter. If such goods are found to be misde clared and it is 
also evident that real culprit is Mr R on behalf such goods are actually being exported. Then, customs authorities  can treat Mr R as ‘exporter’ 
– he being the beneficial owner. 
. 

 

10. Sec 2 of the Customs Act, 1962 defines ‘export’ to mean goods taken out of India to a place outside India. 

Whether to be called export, reaching foreign destination is essential? 

 

Ans. To term transaction as export, reaching foreign destination is not essential. However, goods must be taken out of India, i.e., 

outside the TWI. This has been sol held by Hon’ble SC in case of SUN INDUSTRIES- 1988-SC. 

 

[Expected] 

11. Alpha Ltd. imports heavy machines from outside India and then, re-exports them to European countries. Alpha 
Ltd. pays import duty on the import  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 imports machinery and then re-export them. Upon such export, he is entitled to DBK u/Sec 74 of 

Customs Act, 1962. 

         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". 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. 

 

Author:   
Sale contract for machinery may be FoB Contract whereunder Alpha Ltd. is not liable to loss of consignment in TWI. Thus, Alph a Ltd. will 
still be realizing sale proceeds of the machinery supplied. But it shall be noted, unless export takes place, DBK cannot be sanctioned. 
. 

 

12. A Ltd. has imported goods into India and cleared them upon payment of import duty. Whether the subsequent 

sales by him will be considered as export under Customs Act, 1962: 

1) Sale to foreign buyers in UK – sale proceeds realized in convertible forex; 

2) Sale to foreign buyers in Nepal/ Bhutan– sale proceeds realized in Indian rupees (as permissible by RBI);  

 



 

 

Ans. Export has been defined u/Sec 2 of Customs Act to mean ‘taking out of India to a place outside India’. There is no stipulation/ 
condition as to realization of sale proceeds in convertible foreign exchange. Thus, in both the above cases, sales will amount 

to export. 

Author:   
It is interesting to note that for being hold a transaction as ‘export’, only condition is as to taking goods out of India. 
If goods are taken outside India, then export stands take place – even if seller/exporter fails to realized foreign exchange (for whatever 
reasons like insolvency of foreign buyer) 
 It shall be noted that export of goods is totally independent of realization of sale proceeds. 
 However, CG may while granting associated benefits may insist on realization of sale proceeds. Under CA, 1962, duty drawback u/Sec 

75 is granted subject to condition that sale proceeds must also be brought into India. If supplier fails to realize sale proceeds, then 
DBK becomes recoverable. 

 

13. A Ltd. has imported goods into India and cleared them upon payment of import duty. Whether the subsequent 
sales by him will be considered as export under Customs Act, 1962 and will entitle him to claim DBK under 

Customs Act, 1962: 

3) Goods imported were fabric and now being sold to some buyer in UK; 

4) Goods imported were ‘fuel/ ATF’ and now sold to some Airlines  

5) Goods imported were plastic and now being sold to a SEZ unit 

  

Ans.  

1) Goods imported were fabric and now being sold to some buyer in UK 

Sale to foreign buyer will qualify as export within the meaning of Sec 2(18) of CA, 1962. 

 Pursuant to such sale, goods will be taken out of India to a place outside India, thus, this sale will qualify as 
export (normal export). 

 

2) Goods imported were ‘fuel/ ATF’ and now sold to some Airlines  

Fuel/ ATF when supplied to airlines is termed as ‘stores under CA, 1962. 

If the Airlines to whom fuel/store has been supplied is a ‘foreign going airlines’ as defined in Sec 2(21) of CA, 1962, then 

such sale will also be treated as export in terms of Sec 88 of Customs Act, 1962. 

 Sec 88 makes special provision in this respect. It provides that supply of stores to ‘foreign going aircraft’ shall 
be considered as export and thus, entitles him to DBK. 

 

3) Goods imported were plastic and now being sold to a SEZ unit 

Supply of imported goods to SEZ is also treated as ‘export’ for purposes of DBK. 

 Duty Drawback Rules framed under provisions of Sec 74 and Sec 75 defines export to include supply of goods 

to a SEZ unit. 

 Thus, even in respect of such sale, DBK shall be admissible. 

 

Author:   
1. Export = Normal Meaning (Sec 2) + Extended Meaning (Sec 88/90 + DBK Rules) 

. 

Activity Whether ‘Export’? Whether DBK admissible? 

1) Sale to buyers in foreign countries (any goods) Yes -  Sec 2(18) Yes 

 (Normal meaning)  
 

2) Sale to Foreign Going Vessel/ Aircraft (stores) Yes -  Sec 88 Yes 

[Sale to Indian Navy] (stores) Yes -  Sec 90 Yes 

 (Extended meaning)  
 

3) Sale to SEZ unit   (any goods) Yes -  DBK Rules Yes 

 (Extended meaning)  

 
2. Sale to SEZ – 2 special points: 

 Sale to SEZ = Export  --- DBK Rules so provides and also SEZ Act, 2005 provides for same 
o Export as per DBK rules and not under CA, 1962 – thus, DBK admissible to seller – but Customs Department cannot 

take deeming fiction further to levy ‘export duty (if any)’ on such sale. – ESSAR STEELS LTD. – 2010-SC. 



 

 

o Export as per SEZ Act– that is for purpose of ensuring that SEZ gets goods duty-free – but Customs Department cannot 
take deeming fiction further to levy ‘export duty (if any)’ on such sale as export duty is leviable only as per CA, 1962 . – 
ESSAR STEELS LTD. – 2010-SC. 
 

 Sale to SEZ – GST Act does not treat such sale as export, but still zero-rate such sale/supply. 
o SEZ units, being export units, shall get their inward supplies duty free. 
o To ensure that , SEZ 2005 provides that notwithstanding anything contained in any law, supply of goods by a DTA Unit of 

India to SEZ shall be treated as ‘export’. In line with this provision, DBK Rules, 2005 provides that sale by DTA unit shall 
be treated as ‘export’. 
. 

o SEZ Act, 2005 cannot prevail over GST Act which was enacted at later point of time. Further, GST law has been made 
under Article 246-A of Constitution of India (newly introduced). Article 246-A overrules Article 246 (Article 246 is the article 
under which all laws of India were being made till date. SEZ Act, 2005 was made taking powers from Article 246. Thus, 
GST law (made taking powers from Article 246-A) will prevail over SEZ Act, 2005.  
o Thus, under GST law, sale to SEZ is not treated as export. 
o However, still Sec 16 of IGST Act explicitly provides for zero-rating of such transaction and thus assured that SEZ 

unit received the supply free of GST. 
. 

 

 

 

PERSON IN CHARGE 
 

14. Define: Conveyance  

(May 2007 = 2 Marks) 

Ans. “Conveyance” has been defined under section 2(9) of the Customs Act, 1962. Sec 2 defines the term “conveyance” in 

an inclusive manner. As per Sec 2, the term “conveyance” includes vessel, aircraft and vehicle. 

 

 

15. Explain briefly the expression ‘person-in charge’ under the Customs Act, 1962. 

(Nov 2009 - 2 Marks) 

Ans. "Person-In-Charge" have been defined u/s 2(31) of the Customs Act, 1962 to mean --  

 (a)   In relation to a vessel  ---  the master of the vessel;  

 (b)   In relation to an aircraft   ----- the commander or pilot-in-charge of the aircraft;  

 (c)   In relation to a railway train -- the conductor, guard or other person having the chief direction of the train;  

 (d)  In relation to any other conveyance -- the driver or other person-in-charge of the conveyance. 

 
Role/responsibilities of PIC: The importance of person in charge is multidimensional for instance he is responsible for submitting Import 
Manifest and Export Manifest. He is also responsible for ensuring that –  

(a)  the conveyance comes through approved route and lands at approved places only;  
(b)  goods are unloaded after written order, at proper place; 
(c)  goods are loaded only after proper permission; 
(d)  conveyance does not leave without written order of Customs authorities; 
 

Penalties imposable on PIC: The person-in-charge can be penalised for –  
(a)  giving false declaration or statements, or 
(b)  shortages or non-accounting of goods in conveyance. 
. 

  

 

 

Territorial Waters vs Indian Customs Waters 
 

16. Customs Act, 1962 is applicable to whole of India. Does it apply to TWI also? 

 

Ans. Sec 2(27) of Customs Act defines “India” to include TWI. Thus, CA, 1962 is applicable to TWI also. 

Thus, if a vessel/oil rig in TWI imports any goods in TWI, such import will also attract import duty. 

 



 

 

Author 
Further, it shall be noted that in terms of MARITIME ZONES ACT, 1976, applicability of CA, 1962 has been extended to area of EEZ (=200 
NM) for certain purposes. One such purpose is – mineral oil exploration, extraction and supply. 
Thus, if a vessel/oil rig in EEZ imports any goods in EEZ, such import will also attract import duty.  

Related discussion: - STORES – supply to Foreign Going Vessel / Aircraft 

12. ONGC oil rig and a foreign oil rig are drilling oil beyond 12 nautical miles in the sea in the Exclusive Economic Zone of 
India. Which of the two is a foreign going vessel? Explain.  

 [ICAI Practice Manual] 

Ans. Foreign going vessel or aircraft is one that carries passengers and (or) goods between ports/airports in India and out of Ind ia. It does 
not matter if it touches any intermediate port/airport in India. The following are also included in the definition:  

 (a) A foreign naval vessel doing naval exercises in Indian waters. 

 (b) A vessel engaged in fishing or any other operation (like oil drilling by O.N.G.C. oil rig) outside territorial waters. 

 (c) A vessel or aircraft going to a place outside India for any purpose whatsoever [section 2(21)].  
. 

 As per literal language of Sec 2(21), oil rig (vessel engaged in oil exploration) outside territorial  waters of India is ‘foreign going 
vessel’.  However, it is to be noted that Pursuant to the provisions of the Maritime Zones Act, 1976, the area of exclusive economic 
zone/continental shelf, where the oil rigs are stationed (which of course is outside territorial waters) is deemed to be a part of the 
territory of India. 

 If one reads the Customs Act without reading the Maritime Zones Act, 1976, then the oil rig located in the notified 

areas/designated areas constitute ‘place outside India’.  

 On the other hand, pursuant to notifications issued under Maritime Zones Act, 1976, the area of EEZ, where the oil rigs are 

stationed (which of course is outside territorial waters) is deemed to be a part of the territory of Indi. The Customs Act stands 

extended to the designated areas by virtue of the Maritime Zones Act, 1976. The oil rigs carrying on operations in the designated 

area is not a foreign going vessel as the same would be deemed to be a part of Indian territory i.e. going from the territory  of 

India to an area which also deemed to be part of the territory of India.  

 Hon’ble SC in case of ABAN LOYD CHILES -2008- SC has held that oil rigs located beyond territorial waters of country but within 
exclusive economic zone are deemed to be in Indian territory and not a foreign going vessel as in that zone/area country’s fi scal laws 
are applicable.  

Hence, both the ONGC oil rig and the foreign oil rig will not be ‘foreign going vessel’.  
. 

 

 

17. Explain briefly with reference to the Customs Act, 1962 the significance of “INDIAN CUSTOMS WATERS”. 

[May 2011 3 Marks] 

Ans. Sec 2(28) of Customs Act defines “Indian Customs Water” means the water extending upto the limit of contiguous zone of 

India. Thus, Indian customs water extends upto 24 Nautical Miles [1 Nautical Mile = 1.85 Km] from the base line on the coast of India. 

 

 Significance of Indian Customs Water under Customs Act, 1962 

 Upto Indian Customs Water, CG has power to exercise the control necessary to: (a) prevent infringement of its customs, fiscal, 
immigration or sanitary laws and regulations within its territory or territorial sea; (b) punish infringement of the above laws and 
regulations. 

     Under Customs Act, certain powers conferred upon Customs Officer under the Customs Act have been made exercisable 
upto the area of Indian Customs Water. For example, power to stop and search conveyance (Sec 106); Power to Search 
suspected person entering or leaving India (Sec 100); Power to arrest a person (Sec 104) etc. 

 

18. Distinguish between: “Territorial Waters” and “Indian Customs Waters” under Customs Act, 1962. 

                                         [CWA Inter, June 2001 --- 4 Marks & Dec 2002 – 5 Marks] 

Ans.  Following are the notable differences between the two: 

 “Territorial Water” “Indian Customs Water” 

Definition Customs Act doesn’t provide any specific 
definition of “territorial waters of India. But, it 
has been defined in the Territorial Waters, 
Continent Shelf, Exclusive Economic Zone & 
Other Maritime Zones Act, 1976 as adjacent 
sea area extending upto 12 Nautical Miles[1 

Nautical Mile = 1.85 Km].  

 Sec 2(28) of Customs Act defines “Indian Customs 
Water” means the water extending upto the limit of 
contiguous zone of India.  

    Thus, Indian customs water extends upto 24 

Nautical Miles [1 Nautical Mile = 1.85 Km] from the base line on 
the coast of India. 

 

http://indiankanoon.org/doc/1059693/
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Coverage/ 
Scope 

Territorial Water is narrower in comparison 
to “Indian Customs Water” 

“Indian Customs Water” is wider in comparison to 
Territorial Water. Even “territorial waters of India” gets 

covered in the Indian Customs Water. 

Significanc
e 

Territorial waters from part of the territory of 
India and that the sovereignty of India extends 

over such areas. 

  Under Customs Act, the expression “India” 
has been defined to include “territorial 

waters of India”.  
   Entire CA, 1962 is applicable to limit of 
TWI. 

Upto Indian Customs Water, CG has power to exercise 
the control necessary to: (a) prevent infringement of its 

customs, fiscal, immigration or sanitary laws and 
regulations within its territory or territorial sea; (b) punish 

infringement of the above laws and regulations. 

   Under Customs Act, certain powers conferred 
upon Customs Officer under the Customs Act have 

been made exercisable upto the area of Indian 
Customs Water. For example, power to stop and search 

conveyance (Sec 106); Power to Search suspected 
person entering or leaving India (Sec 100), Power to 

arrest a person (Sec 104) etc. 

 

 

 

CUSTOMS AREA 
 

19. Define Customs Area. 

(May 2009- 2 Marks) 

Ans. Custom Area has been defined u/s 2(11) of the Custom Act, 1962 to mean the area of the custom station and the area 

of customs warehouse and it shall include an area in which imported goods or export goods are ordinarily kept before 
clearance by the custom Authorities.  

   

Author:   

CUSTOMS AREA = 

Area of Customs Station  - Sec 2(13)  Area of Warehouse - Sec 2(43) 

Customs Port  

(real port + deemed port – 
ICD/Inland container Depot) 

(Port is managed by Port Trust 
Authority of India (PTA)– this is as 
per Port Trust Act) 

Public Warehouse  (Public Warehouse is licensed 
by  Principal CC/ CC – – this is 
as per Sec 57 of CA, 1962) 

Customs Airport  

(real airport + deemed airport 
– AFS/Air Freight Station) 

(Airport is managed by Airport 
Authority of India (AAI) – This is as 
per Airport Authority of India Act) 

Private Warehouse  (Private Warehouse is licensed 
by  Principal CC/ CC – – this is 
as per Sec 58 of CA, 1962) 

Land Customs Station  (Managed by person approved by 
Principal CC/ CC – this is as per Sec 
45 of CA, 1962) 

Special Warehouse 

(works under Customs lock 
and key)  

(Special Warehouse is licensed 
by  Principal CC/ CC – – this is 
as per Sec 58-A of CA, 1962) 

  

Custodian of imported goods in these area Custodian of imported goods in these area 

 Customs Port – Custodian is PTA 
 Customs Airport – Custodian is AAI 
 Land Customs Station – Custodian is person as approved under 

Sec 45 of Customs Act 

 Any warehouse – Custodian is licensee of warehouse 

Governing regulations  

= Handling of Customs Cargo Regulations, 2009 

Governing regulations = 

W/H (Custody & Handling of Goods) Reg, 2016- (Normal W/H) 

Spl W/H (Custody & Handling of Goods) Reg, 2016- (Spl W/H) 

  

Goods are under control of Customs Authorities 

(at customs station, goods are under physical control of Customs) 

Goods are under control of Customs Authorities 

(such control may not be physical control in case of public and 
private W/H – but still goods are under customs control) 

   

Clearance for home consumption from Customs Station 

AV under customs = Value at place of importation (= customs station) 

 Clearance for home consumption from Warehouse 

AV under customs = Value at place of importation (= customs 
station)  

*  Customs warehouse is place of clearance of goods, but not 
place of importation 

 . 

. 

 



 

 

 

20. Write a note under the Customs Law on: Customs Station and Customs Port 

(2 Marks) 

Ans. Customs Station: Sec 2(13) of Customs Act has defined “Customs Station” to mean any customs port, customs airport 
or land customs station, international courier terminal and foreign post office. 

. 

 Customs Port:  Sec 2(12) of Customs Act has defined “Customs Port” to mean any port appointed under Section 7 to 

be a customs port and it shall also include a place appointed under section to  be an Inland Container Depot (ICD).. 

 
Tutorial Notes: 

1. Appointment of Customs Port, Customs Airport or Land Customs Station is done by CBEC u/s 7. 

2. In general sense, port is an area surrounded by sea. And importation by sea despite being the cheapest mode of importation ha s the 
disadvantage of impossibility of delivery at or near the importer’s premises. To remove that, the concept of “Inland Contained Depot 
(ICD)” has been innovated by the Indian Customs Laws. The ICDs have been set up in the interiors of the country near to the industrial 
area and have been deemed to be “Customs Port” [these are more popularly called as  “Dry Port”]. The importer need not approach 
the “sea port” for taking delivery of goods. He can transship the goods from “sea port” to the “ICD –the dry port” located near his 
factory and then, fulfill all the formalities at the gate of ICD. Similarly, exporter can fulfill all export formalities at the gate of ICD itself. 

 
 

21. Discuss with a brief note the distinction between the functioning of Inland Container Depots (ICD) & Container 
Fright Stations (CFS).  

              (May 2010 4 Marks)                                                                                                                            

Ans. 

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

ICD is a deemed port to which goods are transshipped and 

thereby clearance of goods in interior part of the country is 
facilitated. 

CFS is extended area of any customs station (port/ airport/ land 

customs station).  

    Jurisdictional Commissioner of customs station extend the 
area of customs station when it is required to decongest that 

particular customs station. The extended area / CFS becomes 
extended arm of that particular customs station. 

ICD is a port in itself. 

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

[Note: if ICD becomes congested, then even CFS may be attached to 
ICD also – extending area of ICD] 

CFS is not a port in itself. 

CFS is basically extension of area of customs station port/ 
airport/ land customs station).  

 

Reason of emergence of concept of ICD: ICD has been 
created to ensure delivery of goods at doorstep of importer.  

 

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. 

 

Movement from entry port (say Gujrat Port) to ICD: 
Such movement is from one customs station/port to 
another customs station/port. 

Such movement is basically in nature of transshipment of 

goods and is governed by transshipment provisions (Sec 54 

& 55 of Customs Act) 

 

Movement from entry port (say Gujrat Port) to CFS: 
Such movement is from one part of customs station/port to 
another part of same customs station/port. 

Such movement is basically in nature of internal movement and 

is not governed by transshipment provisions. 

 

 

Transshipment to ICD – associated costs not 
includible in AV 
When goods are transshipped to ICD (deemed port), such 
ICD becomes place of importation. But CA, 1962 (Sec 14 

read with Import Valuation Rules, 2007) specifically 
provides for exclusion of all associated transshipment costs 

from valuation.  

Transfer to CFS – associated costs not includible in AV 
When goods are transferred to CFS (extended area), associated 
costs are cost for transportation / handling at place of 
importation in India and are not includible in AV.  

 



 

 

 

 

MISCELLANEOUS DEFINITIONS 
 

22. Explain briefly with reference to the provisions of the Customs Act, 1962: 

1) “Entry of goods” 

2)  “Assessment”; 

 

(May 2007/ Nov 2007/ May 2014 =2 Marks each) 

Ans.  

1) Entry: Sec 2(16) of the Customs Act  
“Entry” means 

 In relation to Imported Goods 
 

-- Bill of Entry  

 In relation to Export Goods 
 

-- Shipping Bill or Bill of Export, as the case may be 
 

 In relation to goods imported or exported by post -- Entry as referred in Sec 84  
 

 

 (ii)  Assessment, in simple words, refers to the process of determination/quantification of duty liability on goods. Sec 2 defines 

the term “assessment” in an inclusive manner. It says the assessment shall include  

 provisional assessment, (Sec 18 provides for provisional assessment) 

 SELF-ASSESSMENT, (Sec 17(1) provides for self-assessment) 

 re-assessment (Sec 17(4) provides for re-assessment, if self assessment is not found to be proper) 

and  

 any order of assessment in which duty assessed is Nil. (Nil assessment is also an assessment) 

 

 

23. Write a brief note on following : ‘Rules and Regulations 

(3 Marks) 

Ans.  
RULES REGULATIONS 

Rules are framed by the CG. Regulations are framed by the CBEC. 

Rules made shall be consistent with the provisions of 
Customs Act, 1962 

 

Rules made shall be consistent with the provisions of 
Customs Act, 1962 as well as the rules made by CG. 

 

Certain Rules framed under CA, 1962: 

1) Import Valuation Rules, 2007; 

2) Baggage Rules, 2016; 

3) Re-export Of Imported Goods (Drawback Of Customs 
Duties) Rules, 1995 

4) Customs &  Central Excise Duties Drawback Rules, 

2017 

Certain Regulations framed under CA, 1962: 

1) Handling of customs cargo regualtions, 2009; 

2) Warehouse (Custody & Handling Regulations), 2016 

3) Shipping Bill (Electronic Declaration) Regulations, 2011; 

4) Bill of Entry (Electronic Declaration) Regulations, 2011; 

 

 

 

 
Tutorial Notes: 

1. Under Customs, if anywhere the expression ‘prescribed’ is used, then it means prescribed by rules or prescribed by regulation s. 
2. Thus, if any provisions of CA, 1962 provides that “….. it shall be done in such manner as may be prescribed..” – then prescribed manner 

may be either of following: 
a. Prescribed by CG through Rules; or 
b. Prescribed by CBEC/ CBIC through Regulations; 

 

 

 

 

 



 

 

TREATMENT OF GOODS COMING TO INDIA on their own  
. 

  

24. Briefly explain with reference to the provisions of the Customs Act, 1962: 

 i) Derelict, Jetsam, flotsam and Wreck 

(2 marks) 

Ans. Under the Customs Act, 1962 derelict, jetsam, flotsam and wreck brought or coming into India are also liable to import duty. 

Sec 21 of the Customs Act, 1962 explicitly provides that derelict, jetsam, flotsam and wreck coming or brought into India 

shall be dealt with as if they were imported goods. However, it also provides that these can be admitted duty-free if it is shown 
to the satisfaction of the proper officer that these are entitled to such duty-free admission. 

 

Tutorial Note:  Sec 21 makes it clear that the concept of goods brought into India (i.e., import) is not confined to goods which are 
intentionally brought into India. It applies to flotsam and jetsam, which are washed ashore, and derelict and wreck brought i nto India 
out of compulsion and these are treated at par with trade goods. 

 

Lets understand the terminology: 
Derelict Cargo / Vessel abandoned in sea (with no hope of recovery) 

Jetsam Cargo jettisoned (i.e., thrown away) from vessel to save vessel from sinking- jettissioned goods sunk into sea and 

got drifted to sea shores [Jettisoned goods are not abandoned as ‘derelict’] 

Floatsam It is jettisoned cargo that has not sunk as ‘jetsam’. The goods are floating. 

 Difference between Jetsam and Flotsam   [ICAI Practice Manual] 

 Jetsam and Flotsam are goods which are jettisoned (i.e. thrown with speed) from the vessel into the sea to reduce weight 

of vessel to prevent it from sinking. They are not abandoned goods.  

 Jetsam gets sunk whereas Flotsam does not sink but floats. 

Wreck Cargo/Vessel which reaches sea shores by tides after ship wreck (recall TITANIC) 
 

 

 

 

RE-IMPORTATION OF GOODS INTO INDIA 
 

25. Goods manufactured or produced in India, which were earlier exported and thereafter imported into India will 

be treated at par with other goods imported into India.’ Is the proposition correct or any concession is provided 
on such import? Discuss briefly.                                                                                                                               

    (Nov 2009 5 Marks) 

Ans. Sec 20 of Customs Act, 1962 makes provisions relating to re-importation of goods into India. It provides that if the goods 

are imported into India after exportation therefrom, such goods shall be liable to duty as if it has been imported for the fi rst 
time into India. Thus, it will be subject to all the conditions and restrictions, if any, to which goods of the like kind and value 

are liable or subject. 

 Sec 20 implies that goods manufactured or produced into India which were exported earlier and thereafter re-imported are 

treated at par with the other goods, which are simply imported into India. Sec 20 provides for charging of import duties on re-
importation treating re-importation as “fresh importation”. However, CG has issued related exemptions in different scenarios.  

 
26.     Mayank manufactured and exported goods worth Rs 10,00,000 to Uday of UK on 1st January, 2018 and availed 

duty drawback of Rs 15,000.  

Mayank imported the same goods on 8th February, 2018.  

What will be the customs duty payable by Mayank, if rate of basic customs duty is 10% and goods are exempt 
from IGST and GST Cess?  

(CS Dec. 2011, 3 marks) 

Since exported goods have been reimported within 3 years from date of export (Date of export is 1st Jan, While date of reimport 
is 8th Feb.), hence, as per exemption issued by the CG, the duty payable = Export Incentive viz. Duty drawback claimed at the 

time of export.  

Therefore, duty payable = Rs 15,000. It is assumed that the goods are reimported without any re-manufacturing or re-
processing. 

 
27.     Mr. Pipplad of Varanasi imported a machinery on 1-1-2018 (value 1 lakh and duty 10,300) from Mr. Buddh of 

US.  



 

 

Later, he found that machinery was defective and therefore, he sent back that machinery for repairs, etc. abroad.  

The cost of insurance and freight from Varanasi to US is ` 5,000.  

Repair work was carried out on machinery by Mr. Buddh and materials worth ` 7,500 and labour, etc. worth ` 
4,000 was borne by Mr. Buddh.  

   The cost of insurance and freight for repaired goods from US to Varanasi is ̀  6,000. Determine the duty payable 

at the time of re-import on 1-1-2019, if rate of duty is 11% (including SWS). Department claims that machinery 
is liable to duty on full value of ` 1,10,000 (market on 1-1-2019). 

 

In view of section 20, re-import is also liable to duty.  

However, as per concession granted in this behalf, in case of re-import after repairs abroad, the duty payable would be that on 
value comprising of ‘fair cost of repairs (even if not borne by importer)’ plus Insurance / freight (both ways).  

Hence, duty would be — 

 Value = 5,000 + 7,500 + 4,000 + 6,000 = 22,500; 

 Duty = 22,500 × 11% = ` 2,3250 (rounded off) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
 
 
 
 
 
 



 

 

REMISSION AND ABATEMENT OF DUTY 

 

PILFERAGE – IMPORTER NOT LIABLE 
 

1. Explain briefly legal provisions relating to pilfered goods under Customs Act, 1962.                                               

(May 2009- 2 Marks) 

Ans. Under the provision of sec 13 of Custom Act 1962, if any imported goods are pilfered after the unloading thereof and 
before the proper officer has made an order for deposit the imported goods in warehouse or clearance for home consumption, 

the importer shall not be liable to pay duty on such goods. However, if the goods are restored to the importer, then importer 
shall become liable to the duty. 

 

Author:   

CUSTOMS AREA = 

Area of Customs Station  - Sec 2(13)  Area of Warehouse - Sec 2(43) 

Customs Port  

(real port + deemed port – 
ICD/Inland container Depot) 

(Port is managed by Port Trust Authority 
of India (PTA)– this is as per Port Trust 
Act) 

Public Warehouse  (Public Warehouse is licensed 
by  Principal CC/ CC – – this is 
as per Sec 57 of CA, 1962) 

Customs Airport  

(real airport + deemed airport 
– AFS/Air Freight Station) 

(Airport is managed by Airport Authority 
of India (AAI) – This is as per Airport 
Authority of India Act) 

Private Warehouse  (Private Warehouse is licensed 
by  Principal CC/ CC – – this is 
as per Sec 58 of CA, 1962) 

Land Customs Station  (Managed by person approved by 
Principal CC/ CC – this is as per Sec 45 
of CA, 1962) 

Special Warehouse 

(works under Customs lock 
and key)  

(Special Warehouse is licensed 
by  Principal CC/ CC – – this is 
as per Sec 58-A of CA, 1962) 

  

Custodian of imported goods in these area Custodian of imported goods in these area 

 Customs Port – Custodian is PTA 
 Customs Airport – Custodian is AAI 
 Land Customs Station – Custodian is person as approved under Sec 45 

of Customs Act 

 Any warehouse – Custodian is licensee of warehouse 

Governing regulations  

= Handling of Customs Cargo Regulations, 2009 

Governing regulations = 

W/H (Custody & Handling of Goods) Reg, 2016- (Normal W/H) 

Spl W/H (Custody & Handling of Goods) Reg, 2016- (Spl W/H) 

  

Pilferage of Goods: - Sec 13 applicable -importer not liable to pay 
import duty. 

 Land Customs Station – These act as approved custodian in terms 
of Sec 45 of CA, 1962. Sec 45(3) makes these liable to pay ID i.r.o. 
goods pilfered in their custody. 

 Customs Port / Customs Airport – Handling of Customs Cargo 
Regulations, 2009 made these also liable to pay ID i.r.o. goods pilfered 
in their custody. 

Pilferage of Goods: - No benefit available u/Sec 13. 

   
 . 

. 

 

 

LOSSES OTHER THAN PILFERAGE – IMPORTER SHALL SEEK REMISSION 
 

2. Write a brief note on the following with reference to the Customs Act, 1962: 

 (i) Remission of duty on imported goods lost; 

 (ii) Pilfered goods 

(May 2007 2x3=6 Marks) 

Ans. (i) Remission of duty on imported goods lost: Sec 23 of the Customs Act, 1962 contains the provisions relating to 
remission of duty on lost, destroyed or abandoned goods. For claiming the benefit of remission of duty, remission 
application shall be made to the AC/DC. Under Sec 23 of the Customs Act, 1962 remission of duty is admissible if goods 
have been lost any time before their clearances for home consumption. It shall be noted that Sec 23 covers loss or 

destruction of goods which occurs otherwise than by way of pilferage. 

 



 

 

 (ii) Pilfered Goods: Sec 13 of the Customs Act, 1962 provides for grant of relief in case of “pilfered goods”. It provides 
that if any imported goods are pilfered after the unloading thereof and before the proper officer has made an order for 

clearance for home consumption or deposit in warehouse, the importer shall not be liable to pay the duty leviable on 

goods. However, if goods are restored to the importer, then he will become liable for payment of duty. 

 

3. Illustrate the points of differences between pilferage of goods u/Sec 13 and loss/destruction of goods u/Sec 23 
of the Customs Act, 1962. 

[ICAI RTP (Old SYLLABUS), JUNE 2009] 

Ans. 

 Pilferage of goods u/Sec 13 Loss or destruction of goods u/Sec 23 

Basic meaning  The word ‘pilfer’ means to steal, especially in 
small quantities; petty theft. 

The word ‘lost’ or ‘destroyed’ refers to total loss of 
goods i.e. loss is forever and beyond recovery. 

Abandonment of goods is possible where the 

importer is unwilling /unable to take the delivery 
of the imported goods. 

Duty on goods The importer shall not be liable to pay the duty 
leviable thereon. [However, Department gets duty 

from the custodian in whose custody goods gets 
destroyed] 

Importer needs to apply (i.e., submit remission 
application) to AC/DC claiming remission of duty. 

Time of occurrence 

of pilferage or 

loss/destruction 

The imported goods must have been pilfered 
after the unloading thereof and before the proper 
officer has made an order for clearance for home 

consumption or deposit in a warehouse. 

The imported goods must have been 
lost/destroyed at any time before clearance for 
home consumption. 

Applicability of 

provisions to 

warehoused goods 

Provisions of section 13 do not apply to 
warehoused goods. 

Provisions of section 23 apply to warehoused 
goods also. 

Possibility of 
Subsequent 

restoration of goods 

– and treatment 
under customs  

Where the pilfered goods are restored to the 
importer after pilferage, the importer become 

liable to duty. 

In case of destruction of goods, the restoration is 
out of question. 

 

  

4. Triveni Alloys imported during June, 20XX by sea, a consignment of metal scrap weighing 3000 metric tones 
from U.K. They filed a Bill of Entry for Home Consumption and the Assistant Commissioner passed an order for 

clearance of goods and the applicable duty was also paid. The importer thereafter found on taking delivery from 
the part Trust authorities, that only 2,500 metric tones of scrap were available at the docks although they had 

paid duty for the entire 3,000 metric tones since there was no short landing of cargo. The short delivery of 500 

metric tones was also substantiated by the Port Trust authorities, who gave a weighment certificate to the 
importer to that effect. 

     Upon a representation to the Customs Department the importer has been directed in writing to justify as to 

which provision of the Customs Act, 1962 governs the importer’s claim for restoration of duty paid on the 
quantity of 500 metric tones scrap not delivered by the Port Trust. 

  Examine the issues involved and briefly discuss the same with reference to the provisions of the Custom Act, 
1962 giving reasons. 

 (May 2007/ 2009 - 6 marks) (May 2018- 5 marks) 

Ans. As per the given facts, assessee importer had imported 3,000 MT of metal scrap. The total quantity imported was unloaded 

into India and went into the custody of Custodian. As an acknowledgment of receipt of 3000 MT quantity, the Custodian has 
also issued a “weighment certificate” to that effect. Subsequently, when after payment of duty in relation to 3,000 units and 

after obtaining order for clearance for home consumption, the importer approached Custodian for delivery of goods, then only 
2,500 MT were made available to him. 500 MT of imported metal scrap were lost whilst in the custody of custodian. It is in 

respect of these lost 500 MT units Importer wishes to claim remission with the consequential refund of duty.  

      Under Customs Laws, the importer has been provided relief in respect of loss of goods in certain situations. If the loss of 

goods occurs on account of pilferage, then the relief is provided in terms of Sec 13 of the Customs Act, 1962 and if loss occurs 
on account of any reason other than pilferage then the relief is provided in terms of Sec 23 of the Customs Act. As far as given 

situation is concerned, considering the quantum of loss (roughly 16.67% of total consignment quanity) it can reasonably be 
taken as other than pilferage. Thus, importer can seek relief under Sec 23 which provides for remission of duty in respect 



 

 

of goods lost otherwise than by way of pilferage at any time before clearance for home consumption of such 
goods. 

     Further, since in this question he has already paid import duty, so post remission order, he shall apply for refund of duty 
already paid.*  

 
* Author: Sec 27 provides procedure for claiming refund of import duty. In terms of Sec 27, refund application shall be submitted withi n 1 
year alongwith documents substantiating refund claim and also as to the fact that refund will not result in any unjust enrich ment.  

 

  (Imp) 

5. The assessee imported capital goods and deposited them in the warehouse. The said goods were not removed 

from the warehouse within the period permitted under Section 61. Subsequently, the assessee filed an 
application for RELINQUISHMENT OF TITLE of such warehoused goods. The department contended that since 

the assessee did not file an application for extension of warehousing period before the expiration of permitted 
period, after expiration of the said period, the goods could no longer be termed as 'warehoused goods'. 

Therefore, the assessee lost its title to the same and consequently it lost its right to relinquish its title thereto. 
It was further claimed that the relinquishment of title to the said goods ought to have been made by the assessee 

before the expiration of the warehousing period and not thereafter and therefore the goods were 'deemed to 
have been improperly removed from the warehouse'. Consequently the assessee became liable to pay duty, 

penalty and interest with respect to the said goods as provided under Section 72(l)(b) of the Customs Act, 1962. 

  Discuss whether the contention of the department is correct, by referring to case law, if any. 

(Nov 2009 5 Marks) 

Ans. As per the facts of the case, assessee imported goods and warehoused them. On failure to clear goods within the permissible 

warehousing period, assessee submit application for relinquishment of title to the goods in terms of Sec 68 of Customs Act, 
1962. However, Dept has contended since assessee had failed to clear the goods within the permissible period, the goods shall 

be deemed to be removed after expiry of warehousing period and thus, assessee not entitled to relinquish the title to the goods.  

  The issue for consideration is whether after expiry of permissible warehousing period, title can be relinquished or not. 

 Very recently, Hon’ble SC in case of M/s SBEC SUGAR LTD-2011 has held that ‘goods which are not removed from a 
warehouse within the permissible period (including extension) are treated as goods improperly removed from the warehouse. 
Such improper removal takes place when the goods remain in the warehouse beyond its permitted period (including extension). 
The importer of such goods may be called upon to pay customs duty on them’. Implied from above decision is that, 

relinquishment of title is not possible once the warehousing period has expired as such goods no longer remains ‘warehoused 
goods’. 

 
Tutorial Notes: 

1. Impact of case of SBEC Sugar’s case 

    In case of RAJ EXPORTS- 2013- GUJ HC, it was held that ‘in case the goods have been destroyed, after expiry of warehousing 
period, when duty liability has crystallized, remission of duty cannot be granted and hence custom duty becomes payable. The 
provisions of section 72 are applicable even if notice under the said section is not issued’. 

 

6. M/s. Decent Laminates imported resin impregnated paper and plywood for the purpose of manufacture of 

furniture. The said goods were warehoused from the date of its import. M/s. Decent Laminates sought an 
extension of the warehousing period which was granted. However, even after the expiry of extended period, it 
did not remove the goods from the warehouse. Subsequently, it applied for remission of duty under section-23 

of the Customs Act, 1962 on the ground that the imported goods had become unfit for use on account of non-
availability of orders for clearance and had lost their shelf life also. 

  Explain, with the help of a decided case law, if any, whether the application for remission of duty filed by M/s. 

Decent Laminates is valid in law? 

(Nov 2013- 3 Marks) 

Ans. No, the application for remission of duty filed by M/s. Decent Laminates is not valid in law. 
 

     On identical facts, Karnatka HC in case of DECORATIVE LAMINATES (I ) PVT. LTD. – 2013 held that remission can be 

granted under section 23 only when the imported goods have been lost or destroyed at any time before clearance 
for home consumption 

 
The High Court clarified that the expression "at any time before clearance for home consumption" as provided in section 23 

means the time period as per the initial order during which the goods are warehoused or before the expiry of the extended 
date for clearance and not after the lapse of such periods. The said expression cannot extend to a period after the lapse of 

the extended period merely because the goods were not cleared within the stipulated time. Instead, it would be a case of 
goods improperly removed from the warehouse. 



 

 

 
Tutorial Notes: 
In terms of judgment of SC in case of SBEC SUGAR LTD, it was held that ‘goods which are not removed from warehouse within the 
permissible period (including extension) shall be deemed to be removed from the warehouse from the date of expiry of warehous ing period.  
   In terms of this judgment, the goods, though physically not removed from warehouse, are deemed to be removed for purposes of 
payment/collection of duty thereon. Karanatka HC has extended that logic further to provide that since goods are deemed to be  removed, 
no remission can be allowed post expiry of warehousing period. 

 

 

 

DAMAGE / DETERIORATION – SEC 22 
 

7. Mr. A has imported 10,000 pieces of MOBILE PHONE in a consignment from California. The said goods are 
unloaded in Mumbai port and Mr. A has filed bill of entry for warehousing for storing the goods in warehouse on 

12th Oct, 2015.  

    In the warehouse, on account of mishandling, 500 pieces were damaged and abatement is granted on the same. 
The following details are available with respect to the product imported : 

 Value of 10,000 pieces imported = Rs. 6000 lakhs 

 Value of damaged 500 pieces sold = Rs. 165 lakhs 

 Duty payable on 10,000 pieces imported =  Rs. 1,854 lakhs 

 

 Compute: a) customs duty payable ; and b) Admissible abatement. 

Ans. 

Particulars Quantity Amount  

(Rs. in lakhs) 
Workings 

Value of consignment cleared without 
damage 

9500 pieces 5700 (Rs. 6,000 lakhs × 
9,500/10,000) 

Duty payable on above (i)  1761.30 (Rs. 1,854 lakhs × 
9,500/10,000) 

 

Value of damaged consignment 500 pieces 300 (Rs. 6,000 - Rs. 5,700) 

Duty payable on above  92.70 (Rs. 1,854 - Rs. 1761.30) 

Amount fetched by sale of damaged consignment  165  

Abated Duty liability (computed on pro-rata 
basis as per provisions of Sec 22 of Customs 
Act, 1962) (ii) 

 50.985 (92.70 lakhs × 165/300) 

 

Total Customs duty payable (i) + (ii) 10,000 pieces 1812.29 (1761.30 lakhs + 50.985 
lakhs) 

Abatement u/Sec 22 - Already considered in 
above calculation 

500 pieces 41.72 (92.70 lakhs - 50.985 
lakhs) 

 

 

COMPREHENSIVE QUESTION – SEC 22 & 23 
  

8.  What will be the impact on the customs duty if the goods are–:  

 (i) destroyed in the warehouse before clearance for home consumption 

 (ii) destroyed on the wharf, before clearance for home consumption 

 (iii) destroyed after clearance from warehouse 

 (iv) damaged* inside the warehouse before clearance for home consumption 

 (v) deteriorated* inside the warehouse before clearance for home consumption 

[ICAI Practice Manual] 



 

 

Ans. (i) Section 23(1) applies when the goods have been lost (otherwise than as a result of pilferage) or destroyed in entirety 
i.e. whole or part of goods is lost once for all. The goods cease to exist and cannot be retrieved. The loss or destruction 

may occur at any time before clearance for home consumption. The loss/destruction has to be proved to the satisfaction 

of AC/DC. 

           Thus, when the goods are destroyed in the warehouse before clearance for home consumption, customs duty will be 
remitted as per the provisions of section 23. 

 

 (ii) As all the conditions of section 23 are fulfilled, duty will be remitted in this case also. 
. 

Wharf- meaning thereof 
A wharf / quay is a structure on the shore of a harbour or on the bank of a river or canal where ships may dock to load and unload cargo 
or passengers 

 

 (iii) As per the discussion made in (iii) above it is clear that remission of duty is possible only when destruction occurs before 

clearance for home consumption. In case of destruction after clearance from a warehouse, no remission of duty is 
possible.  

 

  (iv) When the goods are damaged inside the warehouse abatement in customs duty, on resultant loss in value, has been 
provided through section 22. Section 22 contemplates that for claiming abatement of duty, the damage (not 

deterioration) should occur at any time before clearance of the imported goods for home consumption from the 
warehouse. However, the damage should not be attributable to the importer.  

 

 (v) As discussed above, in case of warehoused goods, only damages are covered and not deterioration, hence 
abatement will not be available in this case and full duty will have to be paid.  

                   However, the importer can consider ’relinquishment of title (ownership)’ of such goods in terms of Sec 68 of Customs 
Act, 1962. Upon such relinquishment, duty will not be payable. 

 

 

DENATURING / MUTILATION – SEC 24 
 

9. Explain briefly denaturing or mutilation imported goods. 

                                                                        (2 marks) 

Ans. Sec 24 of the Customs Act, 1962 enables Central Government to make rules for permitting, at the request of the owner, 
the denaturing or mutilation of imported goods which are ordinarily used for more than one purpose so as to render them unfit 

for one or more of such purposes. It declares that any goods so denatured or mutilated shall be chargeable to duty at such 
rate as would be applicable if the goods had been imported in the denatured or mutilated form. 

  Section 24 of the Act is a provision introduced with the object of removing any chance of abuse of the import by any person 

for home consumption. 

Tutorial Notes: 

1. Denaturing or mutilation is done with the objective of rendering the goods unfit for multiple purposes. The denatured or mutilated 
goods can serve only a particular purpose. 

2. Illustration: 

Import of scrap for recycling - Serviceable goods imported along with scrap - Denaturing or mutilation of “serviceable goods” so as to 
ensure that they have also imported as “scrap”; 

   The statutory purpose is to ensure that where the goods have been imported for more than one purpose, they are rendered unfit  
for use of one or more of the purposes. In other words, while goods imported can be used as scrap or as serviceable material, it should 
be open to the assessee who contends that the import was only for use as scrap to seek mutilation so that it can be used only  as scrap 
and not as serviceable material. 

 
 
 
 
 
 
 
 
 
 
 

https://en.wikipedia.org/wiki/Harbour


 

 

 
 
 
 
 
 
 



 

 

CLASSIFICATION OF GOODS 

(Recall GRI of CETA, 1985) 

 

BASICS OF CTA, 1975 
 

1. Give the column headings as prescribed in the Schedule to the Customs Tariff Act, 1975. 

 

Ans. In Customs tariff, there are 5 columns: (1) Tariff Item; (2) Description of Goods; (3) Unit of measurement;   (4) Standard rate 
of duty & (5) Preferential Rate of duty. 

Customs Tariff Act, 1975 

Tariff Item Description of Goods Unit  Standard rate of duty Preferential rate of duty 

(8 Digit Code) ……………… …….. …… ……….. 

 

2. Briefly explain “standard unit of quantity” with reference to the First Schedule to the Customs Tariff Act, 1975. 

(Nov 2006 - 3 Marks) 

Ans. The “standard unit of quantity” refers to the unit in which commodity chargeable with customs duty shall be measured. Duty 
rates are specified in the First Schedule with reference to the “standard unit of the quantity”. Standard unit of quantity is  

specified for each tariff item. It may differ from goods to goods. Some of the standard units are: 

(a) Kg (Kilogram); 

(b) Cm (Centimeter); 

(c) U (Number) 

 

3. What is the purpose of Interpretation rule regarding Customs Tariff? 

  

Ans. Purpose of Interpretation Rule: Customs Tariff Act, 1975 contains a set of six rules which deals with interpretation of the 
Tariff while classifying the goods covered therein. These rules are referred as “General Rules of Interpretation (GRI)”. The 

purpose of these rules is to give direction as to interpretating the nomenclature in the Schedule. 

  These rules are contained in Customs Tariff Act and hence, they form part of the Tariff Schedule. These have statutory backing.  

 

 

RULE 1 

 
4. Write a brief note with specific reference to Rule 1 of the RULES OF INTERPRETATION of the First Schedule to 

Customs Tariff Act, 1975.  

(Nov 2010- 4 Marks) 

Ans. Rule 1 of General Rules for Interpretation (GRI) makes the following provision: 

(i) It provides that titles of section and chapter are for ease of reference only. 

(ii) Classification shall not be determined on basis of titles of section and chapter. Classification shall be determined on basis  
of terms (terminology/wordings) of headings and relation section or chapter notes. 

(iii) Where it is not possible to determine classification on basis of terms of heading and relation section or chapter notes, then 
classification of goods shall be determined by following other rules. 

 
 

RULE 2:  UNASSEMBLED / DIS-ASSEMBLED GOODS 
 

 

5. Write a brief note on the classification of incomplete / unfinished articles with reference to Rule 2(a) of the 

Interpretative Rules to the First Schedule of the Central Excise Tariff.                                                                                   

(Nov 2011 -Marks 3) 

Ans. Rule 2(a) of General Rules of Interpretation (GRI) deals with classification of incomplete/ unfinished goods. It provides that 
Incomplete / unfinished goods having essential characteristics of complete/finished goods are classifiable under same heading 

under which complete or finished goods fall. 



 

 

 e.g.,  

 A calculator cleared without cell shall still be classifiable under heading of ‘Calculator’ since though incomplete it still have 

essential characteristics of a complete calculator. 

 Similarly, a ceramic statuette (Ganesh Ji) on which painting is still pending (and therefore it is still unfinished) will sti ll be 

classifiable under the heading of ceramic statuette. 

 
VEWVOX SYSTEMS – 2017-SC 
. 

TV cleared in SKD Condition = Complete TV; not ‘parts of TV’: 
 TV Set cleared in SKD condition were to be treated as ‘complete TV’ classifiable under Heading 85 28 and not under Heading 85  29 

as ‘parts of TV’. 
 Hence, duty payable on such clearances was that applicable on Complete TV. 

 

6. Write a brief note on the classification of goods cleared in unassembled / disassembled form with reference to 
Rule 2(a) of the Interpretative Rules to the First Schedule of the Central Excise Tariff.                                                                                   

 

Ans. Rule 2(a) of General Rules of Interpretation (GRI) deals with classification of goods cleared in unassembled / disassembled 
form. It provides that goods cleared in unassembled / disassembled form is classifiable under same heading under which goods 

cleared in assembled form fall. 

  

7. Write a brief note on the classification of goods mixed with other substances with reference to Rule 2(b) of the 
Interpretative Rules to the First Schedule of the Central Excise Tariff.                                                                                   

 

Ans. Rule 2(b) of General Rules of Interpretation (GRI) deals with classification of goods mixed with other material or substance. It 
provides that reference in a heading to any goods shall also cover mixture of such goods with other material or substance. 

 
AMRIT FOOD – 2015- SC     

Product Milk Shake Mix  

Facts Assessee manufactured milk shake mix – which is basically ‘dairy produce’ 
Assessee added stabilizers to improve consistency and shelf-life.  

Assessee classified products as "dairy products" under Heading 0404.  
. 

Held Milk Shake Mix continue as "dairy products", even after addition of stabilizers  

 Main purpose of addition of stabilizers was to maintain product consistency and to improve shelf life; merely because it 
improves body and texture and adds some smoothness thereto, would not change basic character of produce.  

. 

 
 

 

RULE 3: SELECTION OUT OF MULTIPLE HEADINGS 
 

8. Explain Rule 3 of the “Rules for Interpretation of the Customs Import Tariff Schedule”. 

          (Nov 2004- 3 Marks) 

Ans. Rule 3 lays down the principle for determining classification of good when it is prima facie classifiable under more than one 

heading. It provides for application of following principles consecutively: 

(a) Heading providing specific description shall be preferred over heading giving general description; 

(b) Mixtures, composite goods consisting of different materials or made up of different components or goods put up in a set 

shall be classified as that material part which is provides essential character 

(c) Where classification can’t be decided with reference to (a) or (b), heading occurring last in the numerical order shall 

be preferred. 

 

9. A book often contains a CD. If software is purchased, a manual is given alongwith CD. The CD contains the 

software. Thus, in both cases, there is a book and CD. What test shall be applied while classifying such products?                                                                

[ICWA Inter, June 2004] 

Ans. As per Rule 3(b) of the General Rules of Interpretation (G.R.I.) of classification of goods, composite goods consisting 
of different materials or items in a set shall be classified as if they consisted of that material part which gives them their 

essential character. 

  The case presented to us represents “items in a set”. Thus, the test to be applied for determination of applicable heading 

is of “essential character. Applying that test, classification shall be determined as stated below: 



 

 

 (a) Classification of “Software CD alongwith the manual”:-- Software provides “essential character” in this situation 
and hence, it should be classifiable as “software”. 

 (b) Classification of “Book alongwith CD”:-- Book provides “essential character” in this situation and hence, it should 
be classifiable as “Book”. 

 

10. Does the principle ‘later the better’ apply in classifying goods?  

  [May 2005 / Nov 2012 – 1 marks] 

Ans. Yes, Rule 3(c) of the General Interpretative Rules provides for selection of later heading over other applicable headings. 

   

 

RULE 4: AKIN RULE 
 

11. Explain the ‘Akin Rule’ of interpretation of Schedule?  

  [May 2006 / May2012 – 2 marks] 

Ans. Rule 4 of GRI provides that goods which cannot be classified in according with other rules of classification, shall be classified 
under the heading appropriate to the goods to which they are most akin / similar. 

 

 
Instruction No. 4- Cus- dated 21st March, 2017 
 

 Leggings for ladies are akin to ‘tights’ and thus, classifiable as ‘tights’. Leggings and tights are used interchangeably 

in the trade parlance. As trade parlance is the major factor deciding the classification in absence of other reliable factors, 
the classification of leggings with tights seems to be the most logical. 

 Leggings shall not be classifiable as ‘trousers’ as trousers are formal wear, having two seams per leg. 

 
. 

 

MISCELLANEOUS 
 

EXPLANATORY NOTES TO HSN 
 

12. What do you understand by HSN commodity description? Discuss briefly its relevance to the Indian Customs 
and Excise Tariffs.   

(5 Marks) 

Ans. HSN is abbreviation of “Harmonized System of Nomenclature”, the international system of classification of product which was 
developed by Customs Cooperation Council of Brussels to ensure uniformity in classification of goods world-wide. The notes 

attached to HSN which help in clarification of scope and extent of heading of HSN are called “Explanatory Notes to HSN”. 

  When India became a signatory to General Agreement to Trade and Tariff (GATT, for short --- now called World Trade Organization 

(WTO)}, it became a necessity for Indian Government to adopt principles of HSN system. Consequently, in 1975, Customs 
Tariff Act was amended in lines with the HSN system.  

 

 Relevance : As stated earlier, both the Tariff Acts have been modeled along the lines of HSN system, therefore, in case of any 
classification disputes; explanatory notes to HSN can be referred to, but, subject to specific provisions in the Tariff itself.  

     Where entry in Customs Tariff is completely aligned with HSN, then HSN have very high persuasive value [RECKIT & COLMAN 
OF INDIA – 1994- SC] 

 

TRADE PARLANCE THEORY 
 

13. Explain briefly the significance of “TRADE PARLANCE TEST” with respect to classification of excisable goods 
under the Central Excise Act, 1944. 

[May 2011 -3 Marks] 

Ans. Significance of ‘TRADE PARLANCE TEST”: Trade parlance test means that while classifying goods, understanding of goods 
in the trade shall be considered. This test says that while interpretating any tariff entry as to coverage of any particular goods 

therein, regards shall be given to the understanding, which the persons dealing in the goods (i.e., traders) keep. This test is 
preferred over scientific or technical understanding. 
 



 

 

For example,  
 ‘Dabur Lal Dant Manjan’ is not understood as ‘ayurvedic medicine / medical preparation’ in trade parlance. Its understanding 

in the trade is as ‘toilet preparation’ and thus, it shall be classified accordingly.[SREE BAIDYANATH AYURVED BHAWAN 
LTD- 2009-SC] 

 ‘Soft-serve’ sold by Connought plaza restaurant ltd (McDonalds) to its various franchisees will be classifiable as ‘Ice-cream’ 
and not as ‘dairy produce’  [CANNOUGHT PLAZA RESTRAURANT P LTD – 2012- SC] 

It shall be noted that Customs Tariff Act provides for general principles to be followed while classifying the goods. These rules 

are referred as ‘GRI (General Rules of Interpretation)’. These being statutory principles shall be preferred over trade 
understanding of the product. But if statutory principles are not clear, then test of trade parlance shall be given due weightage. 

 

 

COSMETIC VS MEDICAMENT 
 

14. Mr. X imports a cream called as ‘Moisture-BN’ which has certain pharmaceutical contents. The cream is 
prescribed by dermatologists for curing dry skin conditions and at the same time is also available without 

prescription of a medical practitioner. Mr. X classifies the cream as a medicament since it has pharmaceutical 
contents and is being prescribed by dermatologists for treating dry skin conditions. 

 However, the PO is of the view that the cream should be classified as a cosmetic/toilet preparation as (i) the 
same is mainly used for ‘care’ of the skin and (ii) can also be purchased without prescription of a medical 

practitioner. The PO contends that even if a cosmetic product contains certain subsidiary pharmaceutical 
contents or even if it has certain subsidiary curative value, it would still be treated as cosmetics only. 

 What do you think should be the correct classification of the cream; a medicament or a cosmetic/toilet 
preparation? 

 Support your answer with the help of a decided case law, if any. 

[ICAI RTP – NOV 2014] 

Ans. The issue for consideration before us is whether product manufactured by assessee, CREAM, is medicament (medicinal 
preparation) or cosmetic/toilet preparation. 

     Classification of product is governed by General Rules of Interpretation as contained in CTA. While determining 
applicable description of goods for the product, ‘common parlance theory’ shall be applied. In terms of common parlance 

theory, due regard shall be given as to understanding of product by the person dealing in the product. In common parlance,  

 a product is ‘medical preparation’ if it is ‘for cure’ (Medicinal products are used to treat or cure some medical 

condition) 
 a product is ‘cosmetic/toilet preparation’ if it is ‘for care’ (cosmetic products are used in enhancing or improving a 

person's appearance or beauty) 
 

Hon’ble SC in case CIENS LABORATORIES – 2013 - SC held that ‘Moisture-BN’ is essentially for cure as it as it is 
prescribed by doctors in dry skin conditions and hence, it shall be classified as ‘medicament’ only.  

 

Following significant observations were made by SC in this regard: When a product contains pharmaceutical ingredients 
that have therapeutic or curative properties, the proportion of such ingredients is not invariably the 
decisive factor in classification. The relevant factor is the curative attributes of such ingredients that render 
the product a medicament and not a cosmetic. A product that is used mainly in curing or treating ailments or diseases 
and contains curative ingredients, even in small quantities, is to be treated as a medicament. 

 

 



 

 

 VALUATION OF GOODS 

 

 IMPORT VALUATION 

 
TRANSACTION VALUE – SEC 14(1) 

 
 TRANSACTION VALUE – SEC 14(1) READ WITH RULE 3 

 

 CHECKING TRUTHNESS AND ACCURACY OF DEC LARED VALUE --RULE 12 

 

1. The importer entered into contract for supply of crude sunflower seed oil @U.S. $ 435 C.I.F./Metric ton. Under 

the contract, the consignment was to be shipped in the month of July, 20XX. The period was extended by mutual 
agreement and goods were shipped on 5th Sep, 20XX at old agreed prices. In the meanwhile, the international 

prices had gone up due to volatibility in market and other imports during Sep, 20XX were at higher prices. 
Department sought to increase the assessable value on the basis of the higher prices as contemporaneous 

imports. 

 Decide whether the contention of the department is correct. You may refer to decided case law, if any, for your 
decision. 

(May 2013- 4 marks) 

 

Ans. Contention of Department is not correct. 

 On identical facts, Hon’ble SC in case of AGGARWAL INDUSTRIES LTD- 2011-SC, it was held that ‘the commodity 
involved had volatile fluctuations in its price in the international market, but having delayed the shipment; the supplier did not 

increase the price of the commodity even after the increase in its price in the international market. When there is no allegation 
of the supplier and importer being in collusion, 'transaction value' is acceptable. 

 

 (Expected) 

2. Whether order rejecting TV is proper when document relied upon by PO for rejection of TV are not supplied to 

the importer despite request of importer? 

 

Ans. No 

 Rule 12 empowers PO to reject TV in case its accuracy is doubted and importer provides no satisfactory explanation. But, Rule 
12 also provides that the if importer requests, then grounds for rejecting TV shall be intimated to the importer and also provide 
a reasonable opportunity of being heard.  Thus, PO is obliged to supply document relied upon by PO to reject the TV. Reliance 
of any document or material without furnishing the same would render the ultimate decision bad for failure of natural justice. 

 

Principle of NATURAL JUSTICE 

‘Audi alterm partem (which literally means – to hear the other side)’ is one of the basic principle of natural justice. 
Not only the affected party shall be provided with opportunity of being hear, the hearing shall be fair hearing free from bia s. 
 Notice is the first limb of this principle.  

1) Notice shall be precise and unambiguous.  

2) It should appraise the party determinatively the case he has to be meet.  

3) Time given for this purpose shall be adequate so as to enable him to make his representation.  

4) The notice must clearly indicate material on the basis of which the proposed action is being taken.  

o The right to know such material is part of the right to defend oneself. The copy of material relied upon by the authority in 

SCN shall be furnished (free of charge) without being demanded. Reliance of any document or material without furnishing 

the same would render the ultimate decision bad for failure of natural justice.  

 

 VALUATION CONDITIONS --RULE 3 (2) 

 

3. State the requirements to be satisfied to accept ‘transaction value’ under rule 3(2) of Customs Valuations 
(Imported Goods) Rules, 2007. 

 (May 2007 3 Marks) 



 

 

Ans. Rule 3(2) of Customs Valuation (Imported Goods) Rules, 2007 lays down the conditions, often referred to as “valuation 
conditions”, the fulfillment of which precludes(*disentitle) the customs authorities from rejecting “transaction value” of imported 

goods and doing valuation on basis of contemporaneous imports of other goods (identical or similar). These conditions are: 

i) There are no restrictions as to the disposition/use of the goods by the buyer. However, existence of following 

restrictions shall be ignored (i.e., they shall not preclude acceptance of transaction value) 

  (a) Restrictions which are imposed or required by law or by the public authorities in India; or  

  (b) Restrictions which limit the geographical area in which the goods may be resold; or  

  (c) Restrictions which do not substantially affect the value of the goods. 
 

ii) The sale or price is not subject to some Condition or Consideration for which a value cannot be determined in 

respect of the goods being valued;  
 

iii) No part of the proceeds of any subsequent resale, disposal or use of the goods by the buyer will accrue to the 
seller for which adjustment can’t be made in terms of Rule 10;  

 

iv) The buyer and seller are not related,  
 

Tutorial Note:  

TV can be rejected under any of the following two conditions: 

a) When the proper officer has any doubt as to the truthfulness or accuracy of the declared transaction value and such doubt is not 
removed by the importer (Rule 12); or  

b) When any of the valuation condition as spelt out in Rule 3(2) is not satisfied; 

 In any other case, customs officer is precluded from rejecting the TV. 

 However, while answering discussion about Rule 12 has not been done. This is on account of the reason that question is specif ically 
asking the circumstances of Rule 3 only which disentitle the officer to reject the TV. 

 

4. Discuss briefly with reference to decided case laws as to how the value shall be determined under section 14 of 
the Customs act, read with custom valuation rules in the following cases:- 

 (i) Goods are offered at specially reduced price to buyer and the buyer is asked not to disclose the specially 

reduced price to any other party in India. 

 (ii) The sale involves special discount limited to exclusive agents.      

(2 Marks each) 

Ans. (i) Sec 14 read with Rule 3 of said rules provides for acceptance of “declared transaction value” (subject to adjustments 

referred to in Rule 10) if: 

(i)  and 

(ii) All the valuation conditions as stipulated in Rule 3(2) are satisfied; and 

   

The given transaction has taken place at specifically reduced price and thus, it may casts a doubt in mind of PO as to 
truth and accuracy of declared transaction value (in fact Explanation to Rule 12 of IVR, 2007 specifically provides that 
this is a reason for doubting the genuineness of declared value). But allowance of abnormal discount can not be conclusive 
as to non-genuineness of declared value as such discount may be given on commercial considerations also. Rule 12 

requires importer to satisfy PO as to genuineness of declared value in case a doubt is casted by PO. Presuming that the 

importer is otherwise in a position to establish allowance of special discount on commercial considerations, allowance of 
special discount can not be objected to by the Department and thus, declared transaction value shall be acceptable in 

terms of Rule 3. 
. 

Tutorial Note: Infact in case of EICHER TRACTOR’S even allowance of 77% discount on commercial consideration was upheld.  

 

 (ii) Same as in (i). 

 

 

 TV- RELATED PARTY TRANSACTION 

 

5. Explain briefly: Related persons 

 (4 marks) 

Ans. Rule 2 of the Import Valuation Rules, 2007 defines the term “related person” in the context of valuation of goods for 
customs purposes. It provides that persons shall be deemed to be related persons if : 

They are 
 

Officers or directors of one another's businesses; or 

Legally recognized partners in business; or 



 

 

Employer and employee; or 

Members of the same family; or 

 

Both of them  

 

 Are controlled by a third person (directly/indirectly); or 

 Control a third person (directly/indirectly) ; 

 

One of them  Controls the other (directly/indirectly); or 

 

Any Person 
 

 Owns, controls or holds (directly/indirectly) 5 % or more of the outstanding voting stock/shares of 
both of them 

   

 Explanation to the definition clarifies that sole-agent or sole-distributor shall not be treated as “related persons” not just because 
of their being so associated. They will be treated as “related persons” only if they fall under any of the criteria laid down above. 

 

6. When can the “transaction value” be accepted under the Customs Act, 1962 even if the buyer and seller are 

related persons? Write a brief note. 

 (5 marks) 

 

Ans. Rule 3(2) of Customs Valuation (Determination of Value of Imported Goods) Rules, 2007 provides for acceptance 
of transaction value as assessable value only if buyers and sellers are not related However, Rule 3(3) provides two situations 

under which the transaction value is acceptable for customs purposes even where the buyer and the seller are related. These 
2 situations have been stated below: 

 

Situation 1: Where examination of circumstances of the sale of imported goods indicate that the relationship has not 

influenced the price. For example, where transaction price of the goods sold by a subsidiary to another company 
(which is also a subsidiary of his holding company) is in conformity with the pricing done by the holding 
company world-wide. 

 
Situation 2: Where the importer demonstrates that the declared value of the imported goods closely approximates to one 

of the following (ascertained at/about the same time):-- 

i. Transaction Value of identical goods/similar goods in sales to unrelated buyers in India; or 
ii. Deductive Value (as computed under Rule 7) for the identical goods/ similar goods;  or 
iii. Computed Value (as computed under Rule 8) for the identical goods/ similar goods;  

 

7. The assessee imported certain goods from a foreign supplier, who is holding 40% equity in assessee company. 
The department has rejected the transaction value contending that the price was influenced by relationship. Is 

the action of customs department justified? Explain with reference to decided case law. 

          (May 2008 5 Marks)   (CS Final, June 2009) 

Ans. As per the given facts, goods have been imported from a foreign supplier who is holding 40% equity in Importer Company. 

Department has treated this import as a ‘related party transaction’ and has accordingly sought to reject the transaction value 
contending that value is influenced on account of relationship. 

  The issue for consideration before us is whether rejection of transaction value is proper in this case. 

 As is evident from facts of case, department has sought to reject transaction value pressing allegation of its being influenced 
on account of relationship. Under customs, parties are treated as ‘related person’ if one of them controls the other. The related 

issue is whether foreign supplier can be said to be controlling assessee importer on account of its holding 40% equity stake in 
importer company. In this context, Hon’ble SC in case of INITIATING EXPLOSIVES SYSTEMS (I) LTD- 2008- SC, held 

that ‘the word ‘control’ has been defined nowhere. It shall be understood in the ordinary sense. In ordinary sense, the control 
is established when one enterprise holds atleast 51% of the equity stake. Since, in this case equity holding is only 40%, so 

foreign supplier cannot be said to be controlling other. Further, control by other means has also not been established by the 
Department. That being so, parties cannot be treated as ‘related person’. When charge of ‘related party’ has failed in itself, 

then ‘transaction value’ is bound to be accepted. 

  In light of the above discussion, rejection of transaction value by department is not justified. 

 

 ADDITION TO TV—RULE 10 

 

8. Enumerate the various cost and service that are to be added to the ‘Transaction Value’, under Rule 10 of the 
Customs Valuation Rule, 2007. 



 

 

 (4 marks) 

Ans. Rule 10 prescribes the various adjustments which shall be made to the price in order to arrive at the assessable 
value. Rule 10 provides for the adjustments (addition) of following factors: 

(1) Selling Commission, Brokerage;  

(2) Cost of Containers;  

(3) Packing Cost; 
(4) Materials, components, tools, dies, moulds and consumables used in production of imported goods, supplied by the buyer 

free of charge or at reduced cost;  

(5) Engineering, Development, art work, design work, plans and sketches undertaken elsewhere than in India and 
necessary for production of imported goods, supplied by the buyer free of charge or at reduced cost;  

(6) Royalties and license fees relating to imported goods that the buyer is required to pay as a condition for sale of imported 

goods;  

(7) Value of proceeds on subsequent resale, disposal or use of goods that accrues to the exporter seller;  

(8) Any other payment made as a condition for sale of imported goods (payment may be either to the exporter seller or to a 
third party to satisfy the obligation of the exporter seller 

(9) Cost of transport, loading, unloading and handling charges upto the place of importation;  

(10) Transit Insurance;  

 
 

9. Rule 3 of the Customs Valuation rules, 2007 states that the transaction value of imported goods shall be the 
price actually paid or payable for the goods when sold for export to India adjusted in accordance with the 

provisions of Rule 10 with regard to costs and services. What is the benefit available to the importer with respect 
to the cost of transport for importation by air when the free on board value is ascertainable?  

(3 Marks) 

Ans. As per IVR, 2007 “transaction value” of imported goods is acceptable as assessable value subject to adjustments as provided 

in Rule 10 in regard to certain goods and services. Rule 10(2), inter alia (*among other things), provides for the addition of cost of 
transportation up to the place of importation. The addition shall be of the actual cost of transport when such cost is 

ascertainable. However, in case of importation by air, addition on account of air fare has been restricted to 20% of the FOB 
(Free on Board) value of the goods. This restriction benefits the assessee since it prevents valuation of goods at unduly high 
amount on account of heavy air transportation cost. 

 

10. Whether loading, unloading and handling charges associate with the delivery of goods at the place of 

importation shall form part of TV? If yes, whether on actual basis or on notional basis?  

 

Ans. In terms of Sec 14 read with Import Valuation Rules, loading, unloading and handling charges associate with the 

delivery of goods at the place of importation shall not form part of TV.  
 

  
Loading, unloading and handling expenses at load port :  Includible in value 
. 

Loading, unloading and handling expenses at Indian customs port :  Not Includible in value 
 . 

 

11. Discuss whether the following shall form part of AV under customs for purposes of computation of import duty. 

(i) Buying Commission  

 

(ii) Service charges paid to canalizing agent.  

(May 2013- 3 Marks) (Nov 2007- 3 Marks) 

(iii) Design and engineering charges the goods imported are specifically manufactured on the basis of the 
design and engineering specifications provided by the importer. 

(Nov 2007- 3 Marks) 

(iv)  “Dismantling charges” paid by the importer of a machine to the foreign supplier for removal of the 

machine before shipment at the foreign supplier’s place. marks each) 
(v) Inspection charges, if contract does not specify for certification by an independent agency. 

(May 2013- 3 Marks) (Nov 2007- 3 Marks) 

(vi) Warranty charges. 

 

 



 

 

(vii) Interest on delayed payment 

 

Ans. (i) Rule 10(1)(a) of the IVR, 2007 provides for inclusion of commission and brokerage to the sale price to arrive at the 
assessable value. However, it specifically provides that buying commission shall not be includible. Thus, any payment 

made as buying commission to the agent appointed by the buyer shall not be includible. 

 

(ii) Rule 10(1)(a) of Import Valuation Rules, 2007 provides for exclusion of buying commission from the assessable value. 

Thus, any payment made as buying commission to the agent appointed by the buyer shall not be includible. In this 

context, Hon’ble Apex Court in case of HYDERABAD INDUSTRIES – 2001, has held that services charges paid to canalizing 
agency cannot be said to be in nature of buying commission as that agency imported the goods on its own and then re-

sell such goods on high sea sales basis to other person. Since such charges are not in nature of buying commission, 
their exclusion cannot be claimed in terms of said rules. These are includible in AV. 

 

(iii) In terms of Import Valuation Rules, 2007, design and engineering charges are includible in assessable value of imported 
goods if the goods are specifically manufactured on the basis of design and engineering specifications provided by the 

importer [Rule 10(1)(b)]. Thus, these are includible in AC. 

 

(iv) “Dismantling charges” for removal of the machine before shipment: Rule 10(1)(e) is the “residuary provision” 

which provides for any payment made by buyer as a condition for sale of imported goods when such payment is directly 
to the exporter or to a third party to satisfy an obligation of the exporter seller. Rule 10(1)(e) will cover up “dismantling 

charges” in the given situation. 

  In case of ESSAR GUJRAT.- 1996, SC held that in case of purchase of old machinery, all expenses connected 

with the dismantling of old machinery, and making it ready for being transported are includible. 

 
Tutorial Note:  

Payment of dismantling charges in the given situation satisfies both the condition of Rule 10(1)(e) as explained below:  

i) The importation of machinery into India is not possible without first dismantling it and hence, dismantling is a condition fo r sale 
of imported goods;  

ii) The dismantling has been done or arranged by the exporter seller and importer has made payment to the exporter seller directly. 
 It shall also be noted that dismantling is pre-importation expenditure and thus, includible in AV. 

 

(v) Warranty is a guarantee that the goods will be free from defects. It attaches to the goods and is an integral part of the 

goods. Payments made for warranty are part of the consideration paid for the goods and therefore are part of the price 
actually paid or payable. 

 

(vi) Inclusion of “inspection charges” shall be decided with reference to Rule 10(1)(e) of the Customs Valuation Rules, 2007 
which provides for inclusion of “residuary payments”. It provides that any payment shall be includible is such payment is 

made by buyer either to seller or to a third party on behalf of seller as a condition of sale of imported goods. In the 

given case, payment of inspection charges cannot be said to be made as a condition for sale of imported goods between 
supplier exporter and him. The importer has incurred such charges on his own account. Further, payment has been made 

to an independent certification agency (unrelated to supplier exporter) and thus, direct or indirect benefit can be said to 
be passed on the supplier exporter. Thus, no inclusion can be made for such charges. Thus, these are not includible 
in AV. [BOMBAY DYEING & MFG. - 1997 - SC]. 

 

(vii) Charges for interest under a financing arrangement entered into by the buyer and relating to the purchase of imported 

goods shall not be regarded as part of the customs value provided that: 

a) the charges are distinguished from the price actually paid or payable for the goods; 

b) the financing arrangement was made in writing; 

c) where required, the buyer can demonstrate that: 

(i) such goods are actually sold at the price declared as the price actually paid or payable; and 

(ii) the claimed rate of interest does not exceed the prevailing rate of interest for such transactions at the time 

when and in the country where the financing was provided. 

 

12. State whether ‘ship demurrage charges paid on charted vessel’ be included in AV under section 14 of the 
Customs Act, 1962 and the Customs Valuation Rules, 2007. 

 



 

 

Ans. “Demurrage charges”:  Demurrage (ship demurrage) becomes payable on when goods could not be unloaded within the 
specified time. Ship demurrage is payable in addition to the normal contracted freight.  

       Rule 10(2) of said rules provides for addition of “cost of transportation upto the place of importation”. The issue is 
whether “demurrage charges” can be considered as a part of freight cost thereby justifying their inclusion in the assessable 

value (transaction value). 

  Explanation to Rule 10(2) specifically provides that such charges shall be includible as a part of “cost of transport” 
of imported goods. However, this shall be applicable only in respect of ‘demurrage of charted vessels. 

 
Author:  

It shall be noted that there is another kind of demurrage also --- Demurrage that is payable to the Port Trust Authority (Custodian) on 
account of failure on the part of importer to clear the goods within the prescribed time. The objective of levying this demurrage is to ensure 
speedy clearance of goods from port thereby avoiding blockage at port. This demurrage is payable as “custodian charges” or “p ort dues” 
to the custodian. So far as inclusion of this demurrage in the assessable value is concerned, it is not includible as loading, unloading and 
handling expenses at place of importation does not form part of AV. 

 

13. ‘A’ had imported goods from Finland. Due to deep draught at the port, such goods were not taken to the jetty in 

the port but were unloaded at the outer anchorage. The charges incurred for such unloading and transport of 
the goods from outer anchorage to the jetty in barges (small boats) were RS 1,35,000. ‘A’ claims that such 

charges form part of the loading and unloading charges and should be deemed to be included in the addition of 
1% of the CIF value of such goods, made under rule 10(2)(b) of the Customs Valuation (Determination of Value 

of Imported Goods) Rules, 2007. Discuss the tenability of ‘A’s’ claim.  

 

Ans. Rule 10(2)(a) stipulates that for the purposes of section 14(1) of the Customs Act, 1962 and Valuation rules, value of imported 

goods shall be the value of such goods, for delivery at the time and place of importation and shall include the cost of transport 
of the imported goods to the place of importation. The ‘place of importation’ means the place where the imported goods reach 

the landmass of India in the customs area of the port, airport or land customs station.  

 Further, ‘Explanation’ to rule 10(2) clarifies that the cost of transport of the imported goods includes, inter alia, barge charges. 

This Explanation is to take care of cases of imports by bulk carriers discharging goods on high seas needing additional 
expenditure for delivery of the goods at the ‘place of importation’ mentioned in rule 10(2).  

 Therefore, in cases where the big mother vessels cannot enter the harbour for any reason and goods are brought to the docks 

by smaller vessels like barges, the cost incurred by the importer for bringing the goods to the landmass or place of consumption, 
such as barge charges will also be included in the cost of transportation. Therefore, ‘A’s claim is not tenable in law.  

 

 PRACTICAL QUESTION 

 

Illustration 1 

Compute the assessable value from the following information :  

(i) FOB value of machine – 1,00,000 UK Pounds; 

(ii) Cost of insurance, Cost of transport, loading, unloading and handling charges associated with the delivery of the imported 

goods to the place of importation are not ascertainable; 

(iii) Unloading and handling charges at the place of importation - ` 25,000; 

(iv) Exchange rate as notified by CBEC ` 100 per UK Pound. 

 

Statement showing Computation of Assessable value 

FOB value of machine £ 1,00,000 

Add :  Cost of transport, loading, unloading and handling charges associated with the delivery of the 

imported goods to the place of importation (20% of FOB value of goods since it is not 

ascertainable) 

£ 20,000 

Add : Cost of Insurance charges to the place of importation (1.125% of FOB since it is not 

ascertainable) 
£ 1,125 

 CIF Value being Assessable Value £ 1,21,125 

Exchange rate to be applied is ` £ (Pound) = ` 100, as notified by CBEC ` 100 

CIF Value being Assessable Value in Indian Rupees ` 1,21,12,500 

Note : Unloading and handling charges at the place of importation shall not form the part of Assessable value of goods. 

 



 

 

Compute the assessable value from the following information : 

(i) FOB value of machine - $ 10,000; 

(ii) Air Freight, loading, unloading and handling charges associated with the delivery of the imported goods to the place of 

importation - $ 2,500; 

(iii) Cost of insurance : $ 500; 

(iv) Unloading and handling charges at place of importation - ` 50,000; 

(v) Exchange rate as notified by CBEC 1 $ = ` 65. 

Statement showing Computation of Assessable value 

FOB value of machine $ 10,000 

Add :  Cost of transport, loading, unloading and handling charges associated with the delivery of the 
imported goods to the place of importation (Since it exceeds 20% of FOB value, it shall be 

restricted to 20% of FOB value) 

$ 2,000 

Add : Cost of Insurance charges to the place of importation (Actual) $ 500 

 CIF Value being Assessable Value $ 12,500 

Exchange rate to be applied is 1$ = ` 65, as notified by CBEC ` 65 

CIF Value being Assessable Value in Indian Rupees ` 8,12,500 

Note : Unloading and handling charges at the place of importation shall not form the part of Assessable value of goods. 

 

Compute the assessable value from the following information : 

(i) FOB value of machine - $ 10,000 

(ii) Air Freight, loading, unloading and handling charges associated with the delivery of the imported goods to the place of 

importation - $ 1,000 

(iii) Cost of Insurance : Not ascertainable 

(iv) Unloading and handling, charges at the place of importation - ` 50,000 

(v) Exchange rate as notified by CBEC 1$ = Rs 65 

 

Statement showing Computation of Assessable value 

FOB value of machine $ 10,000.00 

Add :  Cost of transport, loading, unloading and handling charges associated with the delivery of the 

imported goods to the place of importation (Actual, Since it do not exceeds 20% of FOB value) 

$ 1,000.00 

Add : Cost of Insurance charges to the place of importation (1.125% of FOB Value since FOB value 

is ascertainable) 
$ 112.50 

 CIF Value being Assessable Value $ 11,112.50 

Exchange rate to be applied is 1$ = ` 65, as notified by CBEC ` 65.00 

CIF Value being Assessable Value in Indian Rupees ` 7,22,312.50 

Note : Unloading and handling charges at the place of importation shall not form the part of assessable value of goods. 

 

Compute the assessable value from the following information : 

(i) FOB value of machine – Not Ascertainable 

(ii) FOB Value of Machine and air freight, loading, unloading and handling charges associated with the delivery of the imported 
goods to the place of importation – US $ 15,000. 

(iii) Cost of Insurance : Not ascertainable 

(iv) Unloading and handling charges at the place of importation - ` 50,000 

(v) Exchange rate as notified by CBEC 1$ = ` 65 

Statement showing Computation of Assessable value 

FOB value of machine and cost of transport, loading, unloading and handling, charges associated with 
the delivery of the imported goods to the place of importation 

$ 15,000.00 



 

 

Add :  Cost of Insurance charges to the place of importation since not ascertainable shall be 1.125% 

of FOB value of machine and cost of transport, loading, unloading and handling charges i.e. 

1.125% of $ 15,000 

$ 168.75 

 CIF Value being Assessable Value $ 15,168.75 

Exchange rate to be applied is 1$ = ` 65, as notified by CBEC ` 65.00 

CIF Value being Assessable Value in Indian Rupees ` 9,85,968.75 

Note : Unloading and handling charges at the place of importation shall not form the part of Assessable value of goods. 

 

Compute the assessable value from the following information : 

(i) FOB Value of machine – Not Ascertainable. 

(ii) Air freight, loading, unloading and handling charges associated with the delivery of the imported goods to the place of 
importation – Not ascertainable; 

(iii) FOB Value of Machine and cost of insurance to the place of Importation – US $ 15,000; 

(iv) Unloading and handling charges at the place of importation - ` 50,000; 

(v) Exchange rate as notified by CBEC `$ = ` 65. 

Statement showing Computation of Assessable value 

FOB value of machine and cost of insurance to the place of importation $ 15,000.00 

Add :  Cost of transport, loading, unloading and handling charges associated with the delivery of the 

imported goods to the place of importation charges i.e. 20% FOB Value of machine and cost 
of insurance i.e. 20% of $ 15,000. 

$ 3,000.00 

 CIF Value being Assessable Value $ 18,000.00 

Exchange rate to be applied is 1$ = ` 65, as notified by CBEC ` 65.00 

CIF Value being Assessable Value in Indian Rupees ` 11,70,000.00 

Note : Unloading and handling charges at the place of importation shall not form the part of assessable value of goods. 

 

 

Illustration 2 

Compute the assessable value and Custom duty payable from the following information :  

(i) FOB value of machine – 8,000 UK Pounds 

(ii) Freight paid (air) – 2,500 UK Pounds 

(iii) Design and development charges paid UK – 500 UK Pounds 

(iv) Commission payable to local agent @2% of FOB in India ` 

(v) Date of bill of entry – 24-10-20XX (Rate BCD 10%, Exchange rate as notified by CBEC ` 100 per UK Pound) 

(vi) Date of arrival of aircraft – 20-10-20XX (Rate BCD 12%, Exchange rate as notified by CBEC ` 98 per UK Pound) 

(vii) Integrated tax leviable under Section 3(7) of CTA, 1975 - @12% 

(viii) Insurance charges actually paid but details not available. 

(CA Final June 2009, 6 Marks) (Similar 5 Marks, Nov. 2012) 

Statement showing Computation of Assessable value & customs duty 

Particulars Forex Rs 

FOB Cost 8,000 8,00,000 

Add : Additions as per Rule 10(1)   

 Design and development charges paid in UK 500 50,000 

 Commission payable to local agent (*presumed to be selling commission) --- 16,000 

FOB Value as per customs 8,66,000 8,66,000 

Add : Additions as per Rule 10(2)   

: Air freight: Actual Freight = 2,50,000 (Restricted to 20% of Customs FOB = 20% of 

8,66,000 = 1,73,200) 
1,73,200.00 1,73,200.00 



 

 

: Insurance charges = taken as (1.125% of Customs FOB = 1.125% of 8,66,000), being not 
ascertainable 

9,742.50 9,742.50 

Total CIF Value being Assessable Value 10,48,942.50 10,48,942.50 

Basic Customs duty @10% (Rate as  applicable of the date of presentation of B/E since it is 

presented after arrival of aircraft) [1] 
1,04,894.25 1,04,894.25 

SWS @10% of [1] [2] 10,894.43 10,894.43 

Total Value for purposes of computation of IGST  11,64,731.18 11,64,731.18 

Integrated tax @12% of ` 11,64,731.18 [3] 1,39,767.74 1,39,767.74 

Total imported cost (rounded off) 13,04,498.92 13,04,498.92 

Total customs duty payable = [1] + [2] + [3] (rounded off) 2,55,556.00 2,55,556.00 

. 

 

Care Energy Ltd. imported a lift from England at an invoice price of Rs 20,00,000. The assessee had supplied raw material worth 

Rs 5,00,000 to the supplier for the manufacture of said lift. Due to safety reasons, the lift was not taken to the jetty in 
the port but was unloaded at the outer anchorage. The charges incurred for such unloading amounted to Rs 25,000 and 

the cost incurred on transport of the lift from outer anchorage to the jetty was Rs 50,000. The importer was also required to pay 
ship demurrage charges ` 10,000. The lift was imported at an actual cost of transport Rs 45,000 and insurance charges Rs 20,000. 

    Compute its assessable value. 

 (CS June 2010, 5 Marks) 

Statement showing Computation of Assessable value 

FOB value being the invoice price  20,00,000 

Add : Additions as per Rule 10(1)   

 Raw material supplied by assessee under Rule 10(1)(b)  5,00,000 

Customs FOB Value  25,00,00 

Add : Additions as per Rule 10(2)   

Add : Transportation under Rule 10(2)

 [WN] 
  

 Sea Freight 45,000  

 Ship demurrage charges 10,000  

 Lighterage 25,000  

 Barge charges 50,000 1,30,000 

Add :  Actual cost of insurance  20,000 

CIF Value being Assessable Value  26,50,000 

Working Note : The cost of transport of the imported goods includes the ship demurrage charges on charted vessels, lighterage 

or barge charges. 

 

  

BSA & Company Ltd. have imported a machine from U.K. From the following particulars furnished by them, arrive at the assessable 

value: 

(i) F.O.B. cost of the machine 10,000 U.K. Pounds 

(ii) Freight (Air) 3,000 U.K. Pounds 

(iii) Engineering and design charges paid to a firm in U.K. 500 U.K. Pounds 

(iv) License fee relating to imported goods payable by the buyer as a condition of sale 20% of F.O.B. cost 

(v) Materials and components supplied by the buyer free of cost  Rs 20,000 

(vi) Insurance paid to the insurer in India Rs 6,000 

(vii) Buying commission paid by the buyer to his agent in U.K. 100 U.K. Pounds 

Other Particulars: 
(i) Inter-bank exchange rate as arrived by the authorized dealer: Rs 98 per U.K. Pound. 



 

 

(ii) CBEC had notified for purpose of Section 14 of the Customs Act, 1962, exchange rate of Rs 100 per U.K. Pound. 

(iii) Importer paid Rs 5,000 towards demurrage charges for delay in clearing the machine from the Airport. 
        (Make suitable assumptions wherever required and show working with explanation) 

(May 2013 - 5 Marks) 

STATEMENT SHOWING COMPUTATION OF ASSESSABLE VALUE 

Particulars Pound Amount (Rs) 

FOB Value 10,000.00  10,00,000.00 

Addition as per Rule 10(1)   

 Engineering & Design Charges paid in UK  500.00  50,000.00 

 License Fee related to imported goods (20% of FOB = 20% of 10,000) 2,000.00 2,00,000.00 

 Materials & component supplied by the buyer free of cost  20,000.00 

Customs FOB  12,70,000.00 

Addition as per Rule 10(2)   

 Air freight  = Actual Amount (3,000 * 100)= 3,00,000 

              (Restricted to 20% of FOB  Value= 20% of 12,70,000= 2,54,000) 

   ---  2,54,000.00 

 Insurance  6,000.00 

CIF Price being Assessable Value  15,30,000.00  

Working Notes: 

1) Buying commission is not includible in AV. 

2) Airport demurrage (demurrage payable for delay in clearance of goods from airport) will not form part of AV. This 

demurrage is not demurrage paid to Airliner. 

3) Applicable rate of exchange is rate notified by CBEC. In question before us, the applicable rate of exchange is 100. 

 

Mr. Backpack imported second-hand goods from a UK supplier by air, which was contracted on CIF basis. However, there were 

changes in prices in the international market between the date of contract and actual importation. As a result of 
several negotiations, the parties agreed for a negotiated price payable as follows: 

Particulars Contract Price (₤) Changed Price (₤) Negotiated Price (₤) 

CIF Value 5000 5800 5500 

Air Freight 300 600 500 

Insurance 500 650 600 

Other details for computing assessable value and duty payable are tabled below: 

Particulars Amount 

Vendor inspection charges (inspection carried out by foreign supplier on his own, not required under contract or 
for making the goods ready for shipment) 

₤ 600 

Commission payable to local agent @ 1% of FOB in local currency 

Date of bill of entry Basic customs duty Exchange rate in Rs. (notified by CBEC) 

18.03.20XX 10% 102 

Date of arrival of aircraft Basic custom duty Exchange rate in Rs. (notified by CBEC) 

15.03.20XX 15% 98 
 

 

. 

Inter-bank rate 1 UK Pound = Rs. 106 

 Compute the assessable value and calculate customs duties payable by Mr. Backpack.     

(ICAI Study Material) 

Computation of custom duty payable. 

Particulars Amount 
(£) 

FOB value  [CIF – Air Freight – Insurance = 5,500 – 500 – 600] 

[Since contract price is negotiated price, price actually paid or payable is considered for computing transaction 
value u/Sec 14. Price prevalent in the international market is not relevant.] 

4,400 

Add: Additions as per Rule 10(1)  

Vendor inspection charges [Note-2] Nil 

                Commission payable to local agent [1% of FOB value] = (US $ 4,400 ×1%) – this is selling comm. 44 

Customs FOB Value 4,444 

Add: Additions as per Rule 10(2)  



 

 

Freight = Actual is 500 but it cannot exceed 20% of Customs FoB (i.e., 20% of 4,444)   

      Actual already being lower, only actual cost shall be added. 

500 

Insurance Cost (on actual basis) 600 

CIF Value being Assessable Value 5,544 

Exchange rate is Rs. 102 per £ [As per Sec 14, ex-rate applicable on date of filing of bill of entry is applied]  

Value in rupees 5,65,488 

BCD@11% (As per Sec 15(1)(a), rate of duty is rate prevalent on date of filing bill of entry or , on date of arrival 
of aircraft, whichever is later. Hence, applicable rate would be 10% BCD + SWS] 

Rs 62,204 

. 

 
. 

Compute the AV: 

Particulars US $ 

i. Cost of the machine at the factory of the exporter 8,500 

ii. Transport charges from the factory of exporter to load airport 250 

iii. Handling charges paid at the load airport 250 

iv. Freight from load aiport to the importation in India 4,500 

v. Insurance Charges 2,000 

Applicable Exchange rate = $60  

 [ICAI RTP- NOV 2014] 
Statement Showing Computation Of Assessable Value 

Particulars Dollars Amount (Rs) 

FOB Value (WN-1) 9,000  

    Cost at factory gate of Exporter                         8,000 $ 

    Transport charges upto Load port                        250 $ 

    Handling charges upto load port                          250 $ 

  

Add : Freight Charges- Actual = 4,500, but it cannot exceed 20% of FoB- hence, 

20% of FoB shall be added) (WN-2) 

  1,800  

Add : Insurance Cost 2,000  

                                                            CIF Value being Assessable Value 12,800 7,68,000 

 
 

ICAI Approach used in RTP May, 2018 

Statement Showing Computation Of Assessable Value 

Particulars Dollars Amount (Rs) 

Cost of machine at exporters factory gate 8,500  

Add : Freight Charges- Actual = 4,500, but it cannot exceed 20% of FoB- hence, 20% of 

FoB shall be added) (WN-2)        

  1,800  

Add : Insurance. 2,000  

                                                                       CIF Value being Assessable Value 12,300 7,38,000 

 
What ICAI has done is  

- Loading of 20% of FoB = covering all expenses upto the load airport – even those expenses which were incurred in 
the foreign country 

- Hence, 1,800 covers all loading and handling expenses of 500 which has been incurred within the country 
. 

Author: This approach of ICAI appears to be faulty  
. 

- Correct interpretation = 10(2)(a) covers transport and handling from place of export to place of import. 

- As all expenses (freight and handling) upto the port gets included in the FOB. The said FOB is being used by 10(2)(b).  

 
. 

In EXAMS: Adopt any approach with working note. 
. 

 

An importer from Cochin imports goods from an exporter in US. The vessel carrying the goods reaches Mumbai 

port first and from there goods are transshipped to Cochin port. 

Determine the assessable value of the imported goods under the Customs Act, 1962 from the following particulars: 

S.No. Particulars Amount 



 

 

(i) Cost of the machine at the factory of the exporter US $ 20,000 

(ii) Transport charges from the factory of exporter to the port for shipment US $ 1,000 

(iii) Handling charges paid for loading the machine in the ship US $ 100 

(iv) Buying commission paid by the importer US $ 100 

(v) Freight charges from exporting country to India US $ 2,000 

(vi) Actual insurance charges paid are not ascertainable --- 

(vii) Charges for design and engineering work undertaken for the machine in US US $ 5,000 

(viii) Unloading and handling charges paid at the place of importation Rs. 1,500 

(ix) Transport charges from Mumbai to Cochin port Rs. 25,000 

(x) Exchange rate to be considered: 1$ = Rs. 60  

(ICAI RTP – May 2018) 

Computation of assessable value of imported goods 

Particulars Amount (US$) 

Price of the machine at the factory of the exporter 20,000 

Add: Transport charges up to the port in the country of the exporter [Note 1] 

 

1,000 

 Handling charges at the port in the country of the exporter [Note 1] 

 

100 

 Charges for design and engineering work undertaken for the machine in US [Note 2] 5,000 

 Buying commission [Note 3] Nil 

FOB value 26,100.00 

Add: Freight charges up to India 2,000.00 

 Insurance charges @ 1.125% of FOB [Note 4] 293.63 

 Transport charges from Mumbai to Cochin port [Note 5] Nil 

CIF value 28,393.63 

Add: Unloading and handling charges paid at the place of importation [Note 6] Nil 

Assessable value 28,393.63 

Assessable value in Indian rupees @ Rs. 60/ per $ Rs. 17,03,617.80 

Assessable value (rounded off) Rs. 17,03,618 

  Notes: 

(1) The cost of transport, loading, unloading and handling charges associated with the delivery of the imported goods to the plac e of 

importation are includible in the assessable value [Rule 10(2)(a) of the Customs Rules, 2007 (CVR)]. 

(2) Design and engineering work undertaken elsewhere than in India and necessary for the production of the imported goods is 

includible in the assessable value [Rule 10(1)(b) of the CVR]. 

(3) Buying commission is not included in the assessable value [Rule 10(1)(a) of the CVR]. 

(4) If insurance cost is not ascertainable, the same shall be added @ 1.125% of FOB value of the goods [Rule 10(2) of the CVR]. 

(5) Cost of insurance, transport, loading, unloading, handling charges associated with transshipment of imported goods to another 

customs station in India is not included in the assessable value [Rule 10(2) of the CVR]. 

(6) Only charges incurred for delivery of goods “to” the place of importation are includible in the transaction value. The loading, 

unloading and handling charges associated with the delivery of the imported goods at the place of importation are not to be added 

to the CIF value of the goods. 

 

 



 

 

14. Niketan Industries Ltd., New Delhi has imported certain machine (by sea) from Japan. 

  From the following particulars furnished by it, work out the assessable value of the machine and customs duty 

payable by Niketan Industries Ltd. with appropriate working notes : 

S.No. Particulars Amount in (Rs.) 

(i) CIF value of the machine 4,23,379.69 

(ii) Freight incurred from port of entry to Inland Container depot. 25,000.00 

(iii) Unloading and handling charges paid at the place of importation 40,000.00 

(iv) Designing charges paid to Consultancy firm in Mumbai. 10,000.00 

 

1 Basic Customs Duty leviable 10% advalorem 

2 Integrated tax leviable under section 3(7) of the Customs Tariff Act, 1975 is 18%. 

3 Note : Ignore GST Compensation Cess. 

(May 2018 - 5 Marks) 

Ans.     Statement showing Computation of assessable value and customs duty payable 

Particulars Amount in (Rs.) 

CIF value of the machine 4,23,379.69 

Addition as per Rule 10(1) of Valuation Rules, 2017  

Designing charges paid to Consultancy firm in Mumbai [As per rule 10(1)(b), engineering, 
development, art work, design work, and plans and sketches undertaken elsewhere than 

in India are includible; since design is carried out in India, hence, not includible] 

— 

Addition as per Rule 10(2) of Valuation Rules, 2017  

Freight incurred from port of entry to Inland Container depot [Not includible in value as per 
Rule 10(2)(a), as it is specifically excluded] 

— 

Unloading and handling charges paid at the place of importation [Unloading or handling “at” 
the place of importation is not includible in value. Only charges “upto” i.e., prior to the place 

of importation are includible in value.] 

— 

CIF  Value or Assessable Value [A]  4,23,379.69 

Basic Customs Duty @10% 42,337.97 

Add : Social Welfare Surcharge @10% of BCD  

[Author: For relevant date (i.e., B/E for H/C filed) upto 1-2-2018 -  EC/SHEC @3%] 

4,233.80 

Total Value for charge of GST 4,69,951.46 

IGST @18% u/s 3(7) of Customs Tariff Act, 1975 84,591.26 

Total Customs Duties [BCD + SWS + IGST] 131,163 

 

15. M/s. AMTL Ltd. Kolkata imported CNC Grinding machine from Catalyst Inc. USA complete with accessories and 
spare in October 2018 for use in the manufacturing of high precision micro tools. Basic cost of machine with 
accessories is US $ F.O.B. 50,000. Catalyst Inc. supplied one extra set of accessories valued at US $ 2,000 free 

of cost to cover for transit damage. Other details available were :  

1.  Warranty cost payable to Catalyst Inc. (Not included in cost of machine i.e. US $ 

50000) 

US $ 4,500 

2.  Design & Development Charges paid in USA (not included in cost of Machine i.e. 

$ 50000) 

US $ 6,000 

3.  Licence Fee, AMTL is required to pay USA US $ 1,000 

4.  Value of Drawings supplied by AMTL Ltd., Kolkata free of cost and is necessary 

for customizing machine to the needs of AMTL Ltd., Kolkata 

US $ 1,000 

5.  Freight by AIR US $ 15,000 

6.  Buying Commission paid to Indian Agent in India Rs. 30,000 

Bill of Entry presented on 10-11-2018 and the rate of exchange notified by CBIC on this date was Rs. 66.25 



 

 

per US $ and rate of BCD was 7.5%. Date of arrival of aircraft was 06-11-2018 and rate of exchange 
notified by CBIC on this date was Rs. 66.50 per US $ and rate of BCD was 7.5%. Machine was insured but 

Insurance premium was not shown / available in/from the invoice. From the above particulars, compute 

the assessable value for purpose of customs duty payable. Make suitable assumption wherever required.  
. 

Working notes should form part of your answer.  

Note : Custom duty calculations need not be shown.  

[CA Final May 2018, 5 Marks] 

Ans.  Computation of Assessable value of Imported Machine 

F.O.B. (U.S.$) $ 50,000 

Extra accessories [These accessories are supplied free to cover for transit damage. Since no price is charged, 

their price is already part of the FoB cost of $ 50,000. Since it is a mandatory supply as a package and no extra 
price is charged for it, no separate addition is called for] 

NIL 

Warranty Cost [It forms part of transaction value, being ‘price actually paid or payable’ and even 

as per rule 10(1)(e) viz. payment made as a condition of sale] 
$4,500 

Design & Development [It forms part of transaction value, as per rule 10(1)(b), being undertaken 

elsewhere than in India] 
$ 6,000 

Licence Fees [Includible under rule 10(1)(c), as relates to imported goods & is paid as condition of 

sale] 
$ 1,000 

Drawings supplied by importer [It is not includible under rule 10(1)(b), as drawing is undertaken 

in India and then, supplied for foreign-seller.] 
Not includible 

 $ 61,500 

Exchange rate to be applied is that notified on date of presentation of bill of entry 66.25 

Sub-total upto this stage in Indian Rupees Rs. 40,74,375 

Buying Commission paid to Indian Agent in India — includible under rule 10(1)(a), as it 

is presumed to be selling agent appointed by foreign exporter  

Rs. 30,000 

Customs FoB Value before adjustments under Rule 10(2) Rs. 41,04,375 

Add : Freight / Handling [Rule 10(2)(a)] [$15,000 × 66.25, or, 20% of 41,04,375, whichever 

is less] 

Rs. 8,20,875 

Add : Insurance @1.125% of Customs FoB [Rule 10(2)(b)] Rs. 46,174 

CIF or Landed cost or Assessable Value Rs. 49,71,424 

 

 

 

MISCELLANEOUS ON RULE 3 
 

16. Discuss briefly with reference to decided case laws as to how the value shall be determined under section 14 of 

the Customs act, read with custom valuation rules in the following cases:- 

(i) The goods are purchased on high seas.    
Concept of HIGH SEAS SALE:  

Let’s understand the concept of high sea sales in details: 

                                                                         High-Sea Seller                High Sea Sale               High Sea Purchaser 

 

Mr Bill  ------------------ Invoice  -------------- Mr Ram -------------------- Invoice ------------------------------ Mr Shyam 

   (USA)                     (Rs 100 p.u.)                (India)                       (Rs 103 p.u.)                           (India) 

 

 

Mr Shyam files “Bill of Entry for Home Consumption” in his own name  

----- he is importer in terms of Customs Act, 1962 

Issue for consideration is : what should be the assessable value in such situation? 

 -- Whether Rs 100/- p.u. (the price charged by the foreign supplier to the original importer) or  

 -- Whether Rs 103/- p.u. (the price charged by the original importer from the Indian buyer) 

SC has held that service charges recovered by high-sea seller shall remain includible in the assessable value in the hands of the importer (high-
sea purchaser). Thus, AV shall be taken as Rs 103/- per unit. Mr Shyam can’t claim exclusion of service charges. It shall be noted though 
valuation provisions (Rule 10(1)(a)) provides for exclusion of buying commission from assessable value, service charges paid to high-sea seller 
can’t be equated with “buying commission” since high sea seller is making an independent sale, raising his own invoice to the high-sea purchaser 
(Mr Shyam). 

   



 

 

High Sea sale refer to that sale which is made by original importer to an Indian buyer while the goods have still not 
reached their destination place of importation in India. The price which is charged by the original importer from the Indian 

buyer in pursuance of such high-sea sales contract is normally more than the price at which the original importer has 

himself purchased the goods from the foreign exporter supplier. Generally, difference is on account of service charge/high 
sea-sale commission charged by the original importer from the Indian Importer. 

    Hon’ble Supreme Court, in the case of M/S. HYDERABAD INDUSTRIES LIMITED – 2000  has held that the service 

charges/high-seas-sales-commission are includable in the CIF value of imported goods (such charges being not in nature 
of buying commission meriting exclusion from assessable value). Therefore, it is clarified that the actual high-seas-sale-

contract price paid by the Indian buyer would constitute the transaction value under Rule 3 of Customs Valuation Rules, 
2007. 

. 

Tutorial Notes:  

1. Crux of the matter: In case of high-sea sales, high seas sale price as the transaction value. (Thus, all expenses 
incurred by high seas seller in connection with the importation of goods will form part of the assessable value as these charges 
are recovered from the high seas buyer. The service charges collected by the canalizing agency in the case of the import of 
canalised items sold at high seas will form part of the assessable value).  

 [Note: If the purchase is on high seas, the selling price will be naturally higher than the price at which the original importer 
Imported these goods. However, even if price is lower, the assessable value will be the price at which goods are sold on high 
seas basis to the Indian buyer (the final importer) 

2. Valuation in case of more than one high-sea sales: Even if there are more than one high-sea sales, the last sale price 
shall be taken for the purposes of valuation, as that is the price at which final importation has been caused.  

 

 

TRANSACTION VALUE OF IDENTICAL GOODS – RULE 4 
 

17. Explain the meaning of : Identical Goods.  

(3 Marks) 

Ans. Identical Goods: “Identical goods” have been defined in Rule 2 of CVR, 2007  to mean imported goods fulfilling 3 conditions: 

 Goods shall be same in all respects (including physical characteristics, quality & reputation) to the goods being valued. 
However, minor differences in appearances may be ignored. 

 The “country of origin (the country of production/manufacture)” shall be same as of goods being valued. 

 The manufacturer shall also be same. However, in case goods of same manufacturer are not available, then goods of different 
manufacturer may be considered. 

 However, if the importer gets the related engineering, development work, art work, design work, plan or sketch undertaken 
in India and then supplied these free of charge or at reduced cost for use in connection with production and sale for export of 

imported goods, then such goods shall not be considered as “identical goods”. 

 
AUTO STORES – 2014 - SC 

Import of Unbranded / duplicate goods - Branded goods cannot be considered as 'identical / similar goods'  
--  TV of unbranded goods cannot be rejected by comparing with TV of branded goods. 
 
Facts : Assessee imported unbranded and duplicate auto parts from China. Department rejection value and determined value on basis of 

MRP of well known brands at authorised service centres. 

Held : Price of imported goods was not comparable on price of branded goods as there was difference in quality, brand name value of 
other relevant factors. Hence, reassessment by Department was set aside. 

 

18. Explain whether the costs and services as given in Rule 10 of the Customs Valuation Rules, 2007 are to be added 

to the value of the identical goods or similar imported goods under Rule 4 & 5 respectively. 

 (3 Marks) 

Ans. Rule 4 of the Customs Valuation Rules, 2007 provides for acceptance of Transaction Value of Identical goods as assessable 
value of the imported goods. “Transaction value of identical goods” has been defined (in the Interpretative Notes to these rules) 

to mean a value adjusted for differences in commercial and quantity factors and cost adjustments and which has already 
been accepted under Rule 3 of the said Valuation Rules. By implication, transaction value of identical imported goods is 

acceptable only when at time of their importation, their valuation was done under Rule 3 of the Valuation Rules, 2007. Whenever 
valuation is done in terms of Rule 3 of the Valuation Rules, 2007, all the adjustments as stated in Rule 10 (regarding cost of 
goods and services) shall be made. Thus, it is clear that the costs and services as given in Rule 10 of the Customs Valuation 
Rules, 2007 are to be added to the value of the identical goods under Rule 4 respectively.  



 

 

     As regards similar goods, Rule 5 also provides same provisions as to ‘similar goods’. Thus, the costs and services 
as given in Rule 10 of the Customs Valuation Rules, 2007 are also to be added to the value of the similar goods under Rule 5 

respectively. 

 

19. A consignment of 800 MT(Metric Tons) of edible oil of Malaysian origin was imported by a charitable organization in 

India for free distribution to below poverty line citizens in a backward area under the scheme designed by the 
Food and Agricultural Organization.. This being a special transaction, a nominal price of US $10 per MT was 

charged for the consignment to cover freight and insurance charges. The Customs Department found out at or 
about the time of importation of this gift consignment there were the following imports of edible oil of Malaysian 

Origin: 

S. No. Quantity imported Unit price in 

  In Metric Tons US$ C.I.F. 

1  20 260 

2  100 220 

3  500 200 

4  900 175 

5  400 180 

6  780 160 

 The rate of exchanges on the relevant date was 1 US$ = Rs. 43 and the rate of BCD was 15% ad valorem. There 
is no CVD and Special CVD. Calculate the amount of duty leviable on the consignment under the Customs Act, 

1962 with appropriate assumptions and explanations where required.  

(May 2008 5 marks) 

Ans. 

Author’s Note : Comparison table for fast analysis[Shall not be reproduced as part of answer] 
 

 Characteristics Country of 
Origin 

Mfrer Time of Import Adjustment Factors 

Q Ll C L Rule 9(2) Adj 

Goods Being 
Valued[Imported Goods] 

US $ 10 CIF 

Edible Oil Malaysian Not given Not given  800 MT Not given No info given 

Other Imported 
Goods 

T-1:    US $ 260 CIF 
 

T-2:    US $ 220 CIF 
 

T-3:    US $ 200 CIF 
 

T-4:    US $ 175 CIF 
 

T-5:    US $ 180 CIF 
 

T-6:    US $ 160 CIF 

Edible Oil Malaysian Not given 

(presumed 
to be same) 

Not given 

(but question stated 
is contemporaneous 
import) 

 

  20 MT 
 

100 MT 
 

500 MT 
 

900 MT 
 

400 MT 
 

780 MT 

Not Given  

(presumed 
to be same) 

No info given 

(presumed 
to be same) 

. 

 

Following points are relevant: 

1) Rule 3 which provides for acceptance of TV is not applicable as there is no TV: A nominal price of US $10 per MT 

has been charged but that is too for recovery of freight and insurance charges. Hence, there is no TV of imported goods. 
 

2)  Rule 4 which provides for valuation at TV of identical imported goods shall be applicable. 
Since Rule 3 is inapplicable, hence, value shall be determined proceeding sequentially to other rules, Rule 4 provides for 

valuation of goods at TV of identical imported goods in past. Since data as regards import of edible oil of Malaysian origin 

at or about the same time is available, hence Rule 4 shall be applied. 

(a) Same commercial level and same quantity: The sales of 20 MT, 100 MT, 500 MT and 400 MT cannot be regarded 
as sales at commercial level and in substantially same quantity. However, sales at 780 MT (at price of $160) and 900 

MT (at price of $175) are at substantially same commercial and quantity level. 
(b)  Selection of lowest out of multiple TV: Since more than one TV of identical imported goods have been found 

(i.e., $160 and $175), the lowest of 2, i.e., $160 shall be taken under Rule 4. 
The relevant computation of AV and customs duties are as follows: 

  

CIF value of consignment = 800 MT * US $ 160 per MT = US $ 1,28,000 

= 1,28,000 *  Rs 43  =  Rs.55,04,000 /- 



 

 

 

 Customs Assessable Value = CIF Value = Rs. 55,04,000/- 

 

 Customs Duty liability = (Rs.55,59,040 * 16.50%)   = Rs. 9,08,160/- 
 

 

TRANSACTION VALUE OF SIMILAR GOODS – RULE 5 
 

20. Explain the meaning of: Similar Goods 

(3 Marks) 

Ans. Similar Goods: “Similar goods” have been defined in Rule 2 of CVR, 2007  to mean imported goods fulfilling 3 conditions: 

i) Goods although not same in all respects but still having like components and materials which enable them to perform 
same function and be commercially inter-changeable having regard to physical characteristics, quality & reputation. 

ii) The “country of origin (the country of production/manufacture)” shall be same as of goods being valued. 

iii) The manufacturer shall also be same. However, in case goods of same manufacturer are not available, then goods of 

different manufacturer may be considered. 

 However, if the importer gets the related engineering, development work, art work, design work, plan or sketch 
undertaken in India and then supplied these free of charge or at reduced cost for use in connection with production and 

sale for export of imported goods, then such goods shall not be considered as “similar goods”. 

 

21. Explain the differences between ‘Identical goods’ and ‘Similar goods’ with reference to Customs Valuation 
(Determination of Value of Imported Goods) Rules, 2007. 

(4 marks) 

Ans. “Identical goods” have been defined in Rule 2 of CV (DVIG)R, 2007 to mean imported goods fulfilling 3 conditions: 

 Goods shall be same in all respects (including physical characteristics, quality & reputation) to the goods being valued. However, 
minor differences in appearances may be ignored. 

(i) The “country of origin (the country of production/manufacture)” shall be same as of goods being valued. 

(ii) The manufacturer shall also be same. However, in case goods of same manufacturer are not available, then goods of 
different manufacturer may be considered. 

 

 “Similar goods” have also been defined in Rule 2 of CV (DVIG)R, 2007. For being similar goods also, goods shall be imported 
goods with same country of origin and same or different producer or manufacturer. However, for being similar goods, the goods 
need not be same in all respect. The only requirement is that they should have like characteristics and component materials 
which enable them to perform the same functions and to be commercially interchangeable with the goods being valued. While 
deciding commercial interchangeability, due regard shall be given to the quality aspect, reputation and existence of trade mark. 

 

 

 

 

DEDUCTIVE VALUE – RULE 7 

 

 

COMPUTED VALUE – RULE 8 

 
 

22. Briefly explain with reference to the Customs Valuation (Determination of value of Imported Goods) Rules, 
2007: 

   (1) Computed value. 

(June 2009- 3 Marks) 

An.s “Computed Value” mean value of imported goods as determined in accordance with Rule 8.  

 Thus, it shall be a value which shall include:  

 a)  Cost/ value of Material, Labour and processing;  

 b)  Profits and general expenses **; and  

 c)  All other expenditures as referred in Rule 10(2); (i..e, cost of transport, transit insurance) 

 



 

 

** Note 
1.   Addition on account of profits and general expenses shall be equal to an amount that is usually reflected in sales of goods of 

the same class or kind as the goods being valued which are usually made by producers in the country of exportation for expor t to 
India. 

GOODS OF THE SAME CLASS OR KIND, means imported goods that are within a group or range of imported goods produced by a 
particular industry or industrial sector and includes identical goods or similar goods  

. 

 

 

 

BEST JUDGEMENT VALUE – RULE 9 
 

 

23. Write a brief note on the ‘residual method’ of determination of value of imported goods under the Customs 
Valuation (Determination of Value of Imported Goods) Rules, 2007.                                                                       

(June 2009 -2 Marks) 

Ans. Rule 9 of the Customs Valuation Rules, 2007 is known as “residual method of valuation”. The reason being that it is 

applicable when valuation of goods is not possible by application of other valuation rules as specified in Rule 3 to Rule 9. 

 Under this method, valuation shall be done keeping in mind the principles and general provisions of Sec 14(1) and other 
valuation rules. It also stipulates usage of data available in India only. However, the value determined under this rule shall not 

exceed the price at which identical or similar imported goods are sold for importation into India in transactions to unrelated 
buyers. 

 Rule 9 specifically prohibits adoption of following basis: 

(1) Selling price in India of the goods produced in India;  

(2) Price of the goods on the domestic market of the country of exportation;  

(3) Price of the goods for the export to a country other than India;  

(4) Cost of production of identical or similar goods if not computed as per provisions of Rule 8;  

(5) Highest of the two alternative values; 

(6) Minimum customs values; or   

(7) Arbitrary or fictitious values. 

  

24. C and Co. imported second hand machinery and declared the transaction value (self-assessed) in the Bill of Entry 
filed for purposes of assessment to import duty. The Assistant Commissioner of Customs ignored the transaction 

value and based on Chartered Engineer’s certificate showing that the machinery was in working condition and 
had a residual life of 10 years he completed the assessment under Rule 9 of the Customs Valuation 

(Determination of Value of Imported Goods) Rules, 2007 after allowing maximum depreciation of 70%. Discuss 
briefly giving reasons whether the action of the Assistant Commissioner is valid in law.  

     (3 Marks) 

Ans. As per the given facts, assessee company imported second-hand machinery for clearance of which it filed bill of entry declaring 
transaction value therein (self-assessed value). The declared transaction value of second-hand machinery has, however, been 

rejected by the AC. Instead of accepting the transaction value of the second-hand machinery, the AC determined the 
“depreciated value” which he accepted as “best judged value” in terms of Rule 9 of CVR, 2007. 

 The issue for consideration before us is whether the rejection of “transaction value” due to imported goods being second-hand 
goods is proper. 

  On facts identical to the case before us, SC in case of TOLIN RUBBER (P) LTD. – 2004- SC has ruled out the landmark 

judgment concerning valuation of second-hand machinery. In this landmark case, the Apex Court held that the value of imported 
goods (whether new or second hand) shall first be determined under Rule 3(1) and its only when that there exists any 

exceptional  circumstances as specified in Rule 3(2) that transaction value shall be rejected and further valuation rules shall be 
considered for valuation purposes. 

      From the facts posed (presented) before us, no apparent reasons seems to be present which can justify rejection of the 
declared transaction value and therefore, transaction value should have been accepted. Therefore, action of AC regarding 

rejection of “transaction value” and acceptance of value computed under Rule 9 of CVR, 2007 is not legally sustainable.  

 

 

 

 



 

 

 

Customs - Valuation - Import of second hand equipment/ machinery 

1.   Principally, TV shall be acceptable in terms of Rule 3 of Valuation Rules, 2007. 

2.   If due to any valid reason TV is not acceptable, then its valuation shall be considered under other rules, which are to be applied 

sequentially. 

3.  If no other rule is found to be applicable, then best judgment valuation shall be made under Rule 9.   

 Depreciation method acceptable under Rule 9  

M/s U P STATE BRIDGE CORPORATION LTD – 2015- SC 

one of the reasonable method consistent with the principles of valuation would be the depreciation method. 

            

Circular No 25/2015: Valuation of Second Hand machinery 

TV acceptable if conditions of valuation rules fulfilled, else other valuation rules shall be considered. 

 The value declared by the importer shall be examined with respect to the depreciated value of the goods determined in terms o f the 

Circular No. 493/124/86-Cus VI dated 19/11/1987. If such comparison does not create any doubt regarding the declared value 

of the goods, the same may be appraised under rule 3 of the CVR, 2007.  

 If there are significant differences arising from such comparison, Rule 12 of the CVR, 2007 requires that the proper officer shall seek an 

explanation from the importer justifying the declared value, The proper officer may then evaluate the evidence put forth by the importer 

and after giving due consideration to factors such as depreciation, refurbishment or reconditioning (if any), and condition o f the goods, 

determine whether the declared transaction value conforms to Rule 3 of CVR, 2007. Otherwise, the proper officer may proceed to 

determine the value of the goods, sequentially, in terms of rule 4 to 9.  

 

 

 

[B]  EXPORT VALUATION 
 

25. Briefly explain the methodology for calculation of EXPORT DUTY after the introduction of the ‘Transaction value’ 

concept under section 14 of the Custom Act, 1962.                                                                     

(May 2010 -4 Marks) 

Ans. Valuation of EXPORT GOODS is governed by Sec 14 of Customs Act, 1962 read with Export Valuation Rules, 2007. 
The brief methodology for valuation of such goods is as follows: 

Method-1: The export goods shall be valued at the transaction value, i.e., price at which it has actually been sold to the 
foreign buyer. The transaction value shall be the actual FOB value of goods sold. [Rule 3] While applying 
this method, it shall be ensured that following conditions stand fulfilled: 
i) The proper officer shall not have any doubt as to the truth and accuracy of the declared FOB value (i.e., 

he shall be satisfied that value is not over-inflated). 
ii) The transaction shall not be between related persons. And if it is between related person, than it shall not 

be influenced on account of relationship. 
 
Method-2: If on account of any reason, method-1 is found to be inapplicable, then export goods shall be valued on the 

basis of transaction value of goods of like kind or quality. [Rule 4] 
 

Method-3:  If on account of any reason, method-2 is also found to be inapplicable, then export goods shall be valued on 

basis of ‘computed value’. Under this method, cost of production, processing and profits shall be aggregated. 
[Rule 5] 

 

Method-4:  If on account of any reason, even method-4 is not found to be inapplicable, then export goods shall be valued 

by PO at any reasonable value. But it shall be remembered that it is not necessary that ‘Indian local market 

price’ is the only reasonable value. [Rule 6] 
 
 

26. XYZ Co. the assessee has claimed before the Customs Authority that since the exports of goods in its case 
attracted no duty, the value for purposes of Customs Act, 1962 to be declared shall be the value of the goods, 

which he expects to receive on sale of goods in the overseas market. Briefly discuss giving reasons whether the 
stand taken by XYZ Co. is correct.  

(4 Marks) 

Tutorial Note: Generally, export of goods from India are not chargeable to customs duty and therefore, need of valuation thereof doesn’t 
arise. But, since Sec 75 (goods manufactured out of imported material – DBK on export of such goods – given as per AIR – certain % of 
FOB) is generally linked to the “value of export goods”, valuation of export goods assumes significance. In this backdrop (background ), an 



 

 

issue arose whether Sec 14(1) shall be applicable only in case the goods are dutiable or shall it be applied to each case, irrespective of 
dutiability of product. 

 

Ans. Sec 14 of the Customs Act, 1962 which deals with the valuation of goods. Sec provides for valuation of export goods 
irrespective of their dutiability. Exporter cannot take the plea that since no export duty is leviable, declared transaction 

value shall be accepted as assessable value.  

  New section 14 provides for acceptance of “transaction value” as assessable value but subject to fulfillment of condi tions 

specified in the rules made for this purpose. The related rules are Customs Valuation (Determination of Value of Export Goods) 
Rules, 2007 which provides that the declared transaction value of export goods is acceptable if proper officer has no doubt as 

to truth and accuracy of the declared value. Burden of proof as to establishment of genuineness has been casted on the 
exporter. If exporter fails to satisfy the proper officer, then proper officer is entitled to reject the declared 

transaction value and do the valuation as per other specified methods.  

 
Tutorial Notes: 

1. Sec 14(1) opens up with the words “For the purposes of the Customs Tariff Act, 1975, or any other law for the time being in 
force, the value of the imported goods and export goods shall be …..”. The wordings used are clearly indicative that value of 
export goods shall be determined in terms of Sec 14(1) even if such valuation is not for the purposes of levying duty in terms of 
Customs tariff Act, 1975.  

2. In the context of old valuation rules also, the Apex Court (SC), in case of OM PARKASH BHATIA – 2003- SC has hold out that “if 
the export value of the goods is to be determined, then even if no duty is leviable, the method (mode) for determining 
the value of the goods provided under Section 14 is required to be followed” 

3. Over-Invoicing of Export Goods = Offence under Customs Act, 1962 

 



 

 

RELEVANT DATE 

[SEC 14: Exchange-Rate      Sec 15/16: Rate / Value] 
 

 

RELEVANT DATE FOR IMPORT   

 
1. As per Section 15 of the Customs Act, 1962, briefly discuss the date for determining the rate of duty and tariff 

valuation of imported goods. 

(Nov 2009 3 Marks) 

Ans. As per Sec 15, relevant date for determination of applicable rate of duty and tariff valuation of imported goods shall be as 
follows: 

a) In a case where in respect of imported goods bill of entry for home consumption under section 46 is 

presented, the date of presentation of bill of entry u/s 46. However, in case of importation by vessel if bill of entry is 
presented before grant of entry inward to vessel, then relevant date shall be date of grant of such entry inward. Similarly, 

if in case of importation by aircraft or vehicle if bill of entry is presented before arrival of such aircraft or vehicle, then 

relevant date shall be date of arrival of such aircraft or vehicle. 
  

b) In a case where in respect of imported goods bill of entry for home consumption under section 68 is 
presented, the date of presentation of bill of entry u/s 68. 

c) In other cases, the date of payment of duty. 
 

2.    What is the relevant date for determining the rate of duty and tariff valuation in respect of goods imported or 

exported by post?  

(Nov 2014 – 3 Marks) 

Ans. Sec 83 of Customs Act, 1962 provides for relevant date for determination of rate of duty and valuation in case of goods imported 
or exported by post. 

 Relevant date in case of postal imports 

     The relevant date shall be the date on which parcel list is forwarded to Customs Authority by the concerned postal authority. 
However, in case post is arriving into India by vessel and parcel list is filed before arrival of vessel into India, then parcel list 
shall be deemed to be filed on date of arrival into vessel. 

 

 Relevant date in case of postal exports 

     The relevant date shall be the date on which the exporter delivers such goods to the postal authorities for exportation. 

 

3. Write short note on relevant date for determining the duty rate and tariff valuation for imported goods.  

                                                                                                                                          (4 Marks) 

Ans. The relevant date for determination of applicable rate of duty for imported goods shall be as stated below: 

a) Goods imported as Baggage: In such situation, the relevant would be the date of filing of “declaration of contents of 
baggage under section 77 of the Customs Act” [Sec 78 of Customs Act]. 

 
b) Goods imported by post: In such situation, the relevant would be the date of presentation of “parcel list” by the Postal 

Authority to the Proper Officer. Further, if post is coming by vessel and an advance parcel list has been presented, then 
the relevant date would be the date of arrival of vessel [Sec 83(1) of Customs Act]. 

 
c) In other cases: In all other cases, the relevant date would be determined in accordance with Sec 15 of the Customs 

Act. As per Sec 15, relevant date would be : 

a) In a case where in respect of imported goods bill of entry for home consumption under section 46 is 
presented, the date of presentation of bill of entry u/s 46. However, in case of importation by vessel if bill of 

entry is presented before grant of entry inward to vessel, then relevant date shall be date of grant of such entry 
inward. Similarly, if in case of importation by aircraft or vehicle if bill of entry is presented before arrival of 

such aircraft or vehicle, then relevant date shall be date of arrival of such aircraft or vehicle. 
b) In a case where in respect of imported goods bill of entry for home consumption under section 68 is 

presented, the date of presentation of bill of entry u/s 68. 

 
c) In other cases, the date of payment of duty. 



 

 

 

4. Clearly mention the relevant date in the following cases of goods warehoused under bond : 

 (i) Rate of exchange, when goods are removed for home consumption. 

 (ii) Rate of duty, when goods are removed for home consumption. 

 (iii) Rate of duty if the goods are not removed from warehouse within the permissible period. 

(May 2010 4 Marks) 

Ans. (i) When warehoused goods are cleared for home consumption, then relevant date for determination of applicable rate of 

exchange shall be the date on which bill of entry for warehousing u/s 46 is filed. 
 

 (ii) When warehoused goods are cleared for home consumption, then relevant date for determination of applicable rate of 

duty shall be the date on which bill of entry for home consumption u/s 68 is filed. 
 

 (iii) When warehoused goods are not removed from warehouse within the permissible period, then such warehoused goods 

are deemed to be removed from warehouse in terms of Sec 72 of the Customs Act, 1972. The applicable rate of duty 
shall be the one as prevailing on the date of expiry of warehousing period.  

[M/s SBEC SUGAR LTD-2011-SC] 

 

5. Goods were imported in Feb, 20XX and were cleared from Mumbai Port for warehousing on 14th Feb, 20XX after 

assessment. Assessable value was Rs 10,000 calculated on the basis of rate of exchange of Rs 45.54 = 1 US 
Dollar. The rate of duty on that date was 25%.  The goods were warehoused at Nasik and were cleared from 

Nasik warehouse on 3rd March, 20XX, when rate of duty was 15% and exchange rate was Rs 45.65 = 1 US Dollar. 
What is the duty payable while removing the goods from Nasik on 3rd March, 20XX?           

[CS Final, Dec 2002 – 4 marks] 

Ans. Assessment of duty requires determination of 3 things, namely, applicable rate of exchange, assessable value based upon that 

rate of exchange and the applicable rate of duty. Now, so far as the determination of applicable rate of exchange is 
concerned that shall be determined in terms of proviso to Sec 14(1) of the Customs Act, 1962. Proviso to Sec 14 

provides that applicable rate of exchange for imported goods would be the date of presentation of bill of entry (whether for 
clearance for home consumption from port or for clearance deposit in warehouse) under section 46 of the Customs Act. Thus, 

the applicable rate of exchange in the given situation shall be Rs 45.54 = 1 US Dollar. Thus, assessable value based upon that 

rate of exchange shall be applicable AV. Hence, assessable value shall be taken to be Rs 10,000/-. 

 Regarding applicable rate of duty, Sec 15(1)(b) is applicable. As per Sec 15(1)(b), in case of clearance of goods from 
warehouse, the applicable rate of duty would be as prevailing on the date of presentation of bill of entry for home consumption 

under section 68 of Customs Act. Thus, the applicable rate of duty in the given situation shall be 15%. 

 Accordingly, the duty payable by the importer shall be Rs 1,500/-[Rs 10,000 * 15%]. 

 

 

RELEVANT DATE FOR EXPORT   
 

 

6. What is the relevant date for determination of rate of duty for export goods? 

           (2 marks) 

Ans. The relevant date for determination of applicable rate of duty for export goods shall be as stated below: 

(i) Goods to be exported as Baggage: In such situation, the relevant would be the date of filing of “declaration of 
contents of baggage under section 77 of the Customs Act. [Sec 78 of Customs Act]. 

(ii) Goods to be exported by post: In such situation, the relevant would be the date on which goods are delivered by 

the exporter to the Postal Authority [Sec 83(2) of Customs Act]. 
(iii) In other cases: In all other cases, the relevant would be determined in accordance with Sec 16 of the Customs Act. 

As per Sec 16, relevant date would be : 
(i) In a case where shipping bill or bill of export is filed in terms of Sec 50 of the Customs Act, the date 

of issuance of  “Let Export Order (the order permitting clearance and loading of export goods)”. 
(ii) In other cases, the date of payment of duty. 

 

7. Compute EXPORT DUTY from the following data : 

 FOB price of goods: US $ 1,00,000. 

 Shipping bill presented electronically on 26-02-20XX. 

 Proper officer passed order permitting clearance and loading of goods for export on 04-03-20XX. 

 Rate of exchange and rate of export duty are as under : 



 

 

 

 Rate of Exchange* Rate of Export Duty 

On 26-02-20XX 1 US $ = Rs. 55 10% 

On 04-03-20XX 2 US $ = Rs. 56 8% 

* Rate of exchange is notified for export by CBEC. 
(show the workings). 

[CA Final, Nov 2013- 5 Marks] 

Ans.     Computation of export duty 

Particulars Amount (US $) 

FOB price of goods [Note 1] 1,00,000 

 Amount (Rs) 

Value in Indian currency (US $ 1,00,000 × Rs 55) [Note 2] 55,00,000 

Export duty @8% [Note 3] 4,40,000 

 

Note : 
1. Sec 14 of Customs Act, 1962 provides for valuation of imported goods as well as export goods. In context of ‘export 

good’, it provides that export goods shall be valued at price at which there are sold for delivery at time and place of 
exportation. The place of exportation is Indian customs station. Thus, AV for export goods is ‘FOB Value’ 

2. As per Sec 14, AV has to calculated with reference to the rate of exchange notified by the CBEC on the date of 

presentation of Shipping Bill.. Thus applicable exchange rate shall be 1$ = Rs 55. 
3. So far the rate of export duty is concerned, Sec 16 of the Customs Act, 1962 provides that applicable rate shall be 

the rate in force on the date on which order permitting clearance and loading of goods is issued, i.e., date of issuance 
of let export order u/s 51. Thus, applicable rate of export duty is 8%.  

 

8. The shipping bill in respect of an export consignment was presented to the Custom Authority on March 8, 20XX. 

The Customs Authority granted “entry outwards” to the ship on March 11, 20XX, the loading of the goods in the 

ship had commenced only after March 17, 20XX. A notification was issued under the Customs Act exempting the 
export item from customs duty on March 17, 20XX. The assessee contends that since the loading of the goods 

on the ship had commenced after March 17, 20XX, the export consignment is eligible for the benefit of the 

exemption notification. Discuss with reasons whether the assessee’s contention is tenable(*maintainable) in law. 

(4 Marks) 

Ans. Sec 16 of the Customs Act, 1962 specifies the “relevant date” for determination of applicable rate of export duty. It provides 
that in case of goods in respect of which shipping bill is presented, the relevant date would be the date of the date of issuance 

of “Let Export Order (the order permitting clearance and loading of export goods)”. The date of issuance of “entry outward” to 
the vessel carrying the export goods is not of any relevance.  

     In the given facts, the date of issuance of “let export order” has not been specified. In the absence of that, the 
relevant date could not be determined. For the sake of question, presuming that “let export order” was issued prior to March 

17, 20XX when the exemption was not in force, the benefit of exemption would not be available to the exporter. 

              In view of the aforesaid discussion, the assessee’s contention is not tenable in law. 

 
Please note that “Let Export Order” issued to the Exporter, while “entry outward” is granted to the vessel granting it permission to proceed 
with loading of goods. 

 
 

 
 

 
 

 
 

 

 
 

 
 

 
 

 



 

 

 
 

 

 
 

 
 

 



 

 

ASSESSMENT 

 

FINAL ASSESSMENT: SEC 17 
 

1. State briefly the provisions of section 17 of the Customs Act, 1962 relating to assessment of goods. 

(4 Marks) 

Ans. Sec 17 of Customs Act, 1962 contains the provisions relating to assessment of customs duty on goods. The system of self-
assessment shall be as follows: 

(i) Assessee will submit Bill Of Entry (in cases of imported goods) or Shipping Bill Or Bill Of Export (in case of export goods) 

ELECTRONICALLY. 
(ii) The duty shall be self-assessed by assessee (basically, EDI system auto-calculates the duty). 
(iii) After payment of duty, assessee shall approach Customs House. 
(iv) After payment of duty, assessee shall approach Customs House for clearance of goods.  
(v) Before giving clearance of goods, his self-assessment is verified: 

a. Goods are examined and tested, if required. 
b. Self-assessment is scrutinized. For that purpose, PO can ask importer/exporter/CHA to produce documents or 

furnish information. If it is found that self-assessment is not correct, then goods will be re-assessed to duty. 
 

(vi) Where goods are re-assessed  contrary to claim of importer (i.e., importer’s self-assessment), then importer can ask for 
SPEAKING ORDER from PO if importer decides to file appeal against the re-assessment of PO. Such order 
shall be given to importer within 15 days. 
 

(vii) In case where re-assessment is not done by PO or re-assessment is done but importer agrees to such re-assessment, 

then PO may conduct ‘PCA (Post Clearance Audit)’. PCA can be carried out by PO either at his officer or at the premises 
of importer or exporter. Such audit wherein legal compliance and correct assessment of customs duties will be verified 

by the proper officer at the premises of importers and exporters.  is known as On-site post clearance audit (OSPCA) . 

 

 

PROVISIONAL ASSESSMENT: SEC 18 
 

2. Under what circumstances provisional assessment under Section 18 of the Customs Act, 1962 can be made? 

             (May 2009) 

Ans. Sec 18 of the Custom Act provides the facility of “provisional assessment” of custom duty. This facility can be availed under 

the following situations: 

i) Where the assessee is unable to make self-assessment u/s 17 and makes a request to PO for assessment 
ii) Where the PO is satisfied that an importer/ exporter is unable to produce any document or furnish any information 

necessary for the assessment of duty; or 

iii) Where PO deems it necessary to subject any imported goods/ export goods to nay chemical or other test for the purpose 
of assessment of duty; or 

iv) Where the importer/ exporter has produce all the necessary documents and furnished full information for the assessment 
of duty but the PO deems it necessary to make further enquiry for assessing the duty. 

 
Finalization of provisional assessment 
. 

                                                                                                    ZUARI AGRO CHEMICALS LTD. -2014- BOMBAY HC  [Writ Petition] 
 Ex-parte finalization is bad in law 

 
 Opportunity of being heard shall be given while finalizing assessment: Requirement of following principles of natural justice 

has to be read into the Customs Act, 1962 even if it does not specifically provide* that Bills of Entry being finalized should be 
preceded by issue of notice, grant of personal hearing and a speaking order in case the grounds put forth by the importer are  not 
accepted. 

 Speaking order must be passed on finalization of assessment 
. 

 

 

3.  State briefly the provisions of the Customs Act, 1962 relating to payment of interest in case of provisional 

assessment. 

 (5 Marks) 



 

 

 

Ans. Sec 18 of Customs Act, 1962 contain provision relating to provisional assessment of customs duty.  

 The provisions of the Customs Act, 1962 relating to payment of interest in case of provisional assessment are as under:  

 

 (I) Interest payable by the importer/exporter on amount payable to CG, consequent to the final 

assessment/re-assessment: 

          It provides for payment of interest by assessee in case finally assessed duty comes out to be more than the duty assessed 
provisionally. The points to be noted in this respect are following: 

(i)  Interest shall be payable in addition to the differential duty amount arising on finalization of provisional assessment. 

(ii) Interest shall be payable at the rate of 15% p.a. 

(iii) Interest shall be payable for a period starting with first day of month in which order for provisional assessment is 

made and ending with date of payment of differential duty.* 

 

 (II)   Interest payable by the CG to the importer/exporter on amount refundable to the importer / exporter on 

final assessment of duty / re-assessment of duty 

  (i) Subject to the provisions of unjust enrichment, if any refundable amount is not refunded to the importer/exporter 

on final assessment of duty or re-assessment of duty, within three months from the date of final assessment of 

duty or re- assessment of duty. 

  (ii)   The interest shall be payable @ 6% p.a. 

  (iii) The interest shall be payable from the first day immediately succeeding the period of three months from the date 

of assessment of duty finally or re-assessment of duty till the date of refund of such amount. 

 
*  Goods intended for clearance for home consumption from Customs Station 
In terms of Sec 47(2), if goods are allowed to be provisionally assessed by PO, then importer shall be required to pay provisionally assessed 
duty within 1 working days from the date on which such provisionally assessed B/E is returned to PO. 
. 

Further, noted that interest on differential duty becoming payable on account of finalization of provisional assessment shall  be chargeable 
as per the provisions of Sec 18(4). Such interest is payable from first day of the month in which provisional assessment was made. 

 

  

4. Pradhan imported a consignment valuing Rs. 8 lakh vide a Bill Of Entry presented before PO on 25th April, 20XX 

on which date the rate of customs duty was 11% (BCD@10% and SWS thereon @10%). On Pradhan's failing to 

produce requisite documents for the purpose of assessment, the goods were provisionally assessed at a value 
of Rs. 8 lakh and the duty was paid accordingly on the same date. The goods were finally assessed at Rs. 12 lakh 

on 9th June, 20XX and the differential duty was paid on 12th June, 20XX. Compute the amount of interest, if any, 
u/Sec 18 of the Customs Act, 1962. 

[CS June 2012- 5 Marks] 

Ans.    Pradhan is liable to pay interest under section 18 of the Customs Act, 1962 as follows - 

Differential Duty payable [Differential value (Rs. 12 lakh - Rs. 8 lakh) * rate of customs duty (11%)] 44,000 
Interest starts from the first day of the month in which duty was provisionally assessed viz. 1st day of 

April, 20XX 

1 Apr 20XX 

Interest is payable upto the date of payment of duty viz. 12 June 

No. of days for which interest is payable (1st April shall be included) [30 days* (April) + 31 days (May) + 12 days (June)] 73 
Interest @ 15% p.a. [Rs. 44,000 × 15%  × 73 days ÷ 365 days] 1,320 

. 

Author:  If duty was provisionally assessed in April, 20XX (any day – say, 18th April, 20XX), then on differential duty becoming payable 
on finalization of assessment, interest shall be payable from 1st of April, 20XX. … (not logical, but it is so) 
. 

Issue: From 1st April ---- (Including 1st April) or (Excluding 1st April) ----    [** Logiacally --  Include 1st April] 
. 

 

Voluntary payment after provisional assessment but before finalization  

There is no such facility provided in law. CBEC has issued circular accepting such paymen 

Circular No. 40/2011 – Customs 

Issue: Whether an importer or exporter can be allowed to pay customs duties voluntarily in the period intervening 
provisional assessment and final assessment? 

. 

Clarification:  
 Such payment is admissible – Intimation as to this effect shall be given. 

However,   



 

 

(a) Such duty payment should be paid along with interest, @15% p.a., from the first day of the month in which the 
duty is provisionally assessed till the date of payment thereof; 

(b) The term and conditions of the bond (as well as amount of security furnished) shall remain unchanged; and 
(c)  No refund of duty will be granted till the assessment is finalised.  

. 

 

Importer filled BE on 5/7/2017. Rate of BCD 11% (all inclusive) 

Was provisionally assessed at value of  10 lacs. Paid duty on same date. 

Paid additional duty ` 20,000 on 5/8/20XX.  

Final assessment at value ` 15 lacs on 15/9/20XX. Paid differential duty on 16/9/20XX. 
. 

Calculation of interest 

 On interim payment ` 20,000 (voluntary payment before finalization of assessment) 

Interest @15%       (period : starting from 1/7/20XX and ending on 5/8/20XX = 36 days)  

 

 On final payment ` 30,000 (becoming due consequent to finalization of assessment) 

Interest @15%       (period : starting from 1/7/20XX and ending on 16/9/20XX = 78 days) 

. 

 

5. M/s. HIL imports copper concentrate from different suppliers. At the time of import, the seller issues a 

provisional invoice and the goods are provisionally assessed under section 18 of the Customs Act, 1962 based 
on the invoice. When the final invoice is raised, based on the covenant (*condition) in the contract between the buyer 

and seller, the assessments are finalized on such invoices.  

               M/s HIL has filed a refund claim arising out of the finalization of the bill of entry by the authorities. The 
Department, however, has rejected the refund claim on the grounds of unjust enrichment. Discuss whether the 

action of the department is correct in law?  

 

Ans. Section 18 (dealing with provisional assessment) incorporates the principle of unjust enrichment in case of refund arising out 

of finalization of provisional assessment. Sec 18 of Customs Act, 1962 explicitly provides that if any amount is found to be 
refundable after finalization of provisional assessment, such refund will be subject to doctrine of unjust enrichment.  

             Further, Sec 28-D* places the onus on the person who has paid duty to prove that he has not passed on the incidence of 

such duty. In the absence of any proof from such person, Sec 28D deems that the burden of duty has been passed on to the 

buyer.  

 Therefore, in the given case, the Department’s action will be correct if M/s HIL does not produce any evidence of bearing the 
burden of duty.  

 
Note: 
Sec 28-D:: Presumption that incidence of duty has been passed on to the buyer. 
Every person who has paid the duty on any goods under this Act shall, unless the contrary is proved by him, be deemed to have  passed on 
the full incidence of such duty to the buyer of such goods. 

 

 
 

Assessment of goods imported under ‘PROJECT IMPORT SCHEME’ 
 

6. Write a note on ‘’PROJECT IMPORTS” under the Customs Tariff Act, 1975 enumerating the eligible projects. 

 (May 2009 6 Marks) 

Ans. Literally speaking, ‘project imports’ means import for a project (to be set up in India).  

 Project Imports Scheme is a concept, unique to Indian Customs, wherein all the goods imported for the purpose of setting up 
of Industrial Project or substantial expansion of existing industrial projects is subjected to single classification under heading 

98.01 of Custom Tariff Act, 1975 and subjected to single rate of duty instead of merit assessment of imported goods into 
different headings. 

Project Import Scheme facilitates setting up of and expansion of INDUSTRIAL and other PROJECTS.  

. 

 Normally, imported goods are classified separately under different tariff headings and assessed to applicable Customs 

duty, but as a variety of goods are imported for setting up an industrial project their separate classification and valuation 
for assessment to duty becomes cumbersome.  

 Further, the suppliers of a contracted project, do not value each and every item or parts of machinery which are supplied 
in stages. Hence, ascertaining values for different items delays assessment leading to demurrage and time and cost 
overruns for the project.  



 

 

Therefore, to facilitate smooth and quick assessment by a simplified process of classification and valuation, the goods 
imported under Project Import Scheme are placed under a single Tariff Heading 9801 in the Customs Tariff 

Act, 1975. The Central Government has formulated the Project Import Regulations, 1986 prescribing the procedure for 

effecting imports under this scheme. 

  

Eligible Projects: The benefit of “project import scheme” is available only in respect of certain specified and notified projects.  
Some Examples of “Eligible Projects” 

. 

 

 
. 

Guidance Note for Importers and Exporters : 
IGST levy on machineries imported under Project Import Scheme: In the GST regime, for the purpose of levying IGST all 
the imports under the project import scheme will be classified under heading 9801 and IGST shall be levied @ 18%. 
. 

 

 

 

GOODS IMPORTED AS ‘SET OF ARTICLES’: SEC 19 
  

7. Explain with a brief note with reference to the Customs Act, 1962 how duty ought to be determined where the 

imported goods consist of articles liable to different rates of duty and imported as a “set of articles”.  

(Nov 2011 Marks 3) 

Ans. Section 19 of the Customs Act speaks of assessment of duty in a case where goods consist of “set of articles”. It provides that 

Where goods consist of a set of articles, duty shall be calculated as follows: -  

 (a) Articles liable to “specific duty” ----- shall be chargeable to that duty;  

 

 (b) Articles liable to “ad-valorem duty (%)”---- shall,  

  if they are liable to duty at the same rate, be chargeable to duty at that rate, and  

  if they are liable to duty at different rates, be chargeable to duty at the highest of such rates; 

 

 (c) Articles not liable to duty ---- shall be chargeable to duty at the rate at which articles liable to duty with reference to 

value are liable under clause (b):  

 

 In simple words, Sec 19 provides that when a consignment comprises of articles chargeable to different  ad-valorem rates of 
duty including articles not liable to duty, the highest rate of duty applicable to any of the articles would apply to the entire 
consignment. 

  Further, the proviso (a) allows accessories, spare parts etc. of an article to be assessed to the same rate of duty as applicable 
to the article. Proviso (b) allows separate assessment for any article; if the importer produces evidence to the satisfaction of 

proper officer regarding its separate value.  

  
 In essence, Section 19 allows assessment for a set of articles at the highest rate applicable in case separate value is not 

available with provision for separate assessment when evidence of separate values shall exists. It also allows assessment of 
accessories at the same rate as applicable to the main article. 

 

8. Write short note on the followings: Assessment of accessories supplied with the main equipment that is 

imported.  

  (3 marks) 

Ans. Sec 19 of Customs Act provides that when a consignment comprises of articles chargeable to different ad-valorem rates of 

duty including articles not liable to duty, the highest rate of duty applicable to any of the articles would apply to the 
entire consignment. 

1. Power Projects 

2. Water Supply Projects 

3. Drinking Water Supply Projects for supply of water for human or animal consumption 

4. Pipeline projects for the transportation of crude oil, petroleum products or natural gas 

5. Digital cinema development projects 

6 METRORAIL project or Monorail project for urban public transport 



 

 

 However, the proviso (a) allows accessories of an article to be assessed to the same rate of duty as applicable to the main 
article/equipment. For applicability of proviso (a), following conditions should be fulfilled: 

 i) The accessory shall be compulsorily supplied alongwith the main article; and  

 ii) No separate charge shall be made for the accessory, its price being included in the price of the main article). 

 

9. Compute the assessable value for purpose of determination of Customs duty from the following data: 

 Machinery imported from USA by air (FOB price) $ 5,000 

 (inclusive of accessories worth Rs 1,000 compulsorily supplied along with the Machinery) 

 Air Freight $ 1,200 

 Insurance charges Actuals not available 

 Local agent’s commission to be paid in Indian Currency  Rs. 9,300 

 Transportation from Indian Airport to Factory Rs. 4,000 

 Exchange rate US  $  1 = RS. 65  

 Provide explanation where necessary.                

 [CA (Final), May 2010 (Adapted)] 

Ans.     STATEMENT SHOWING COMPUTATION OF ASSESSABLE VALUE 

Particulars $ Amount (Rs) 

FOB Value 5,000.00  3,25,000.00 

Addition as per Rule 10(1)   

 Local Agency commission   9,300.00 

Customs FOB value (adjusted)  3,34,300.00 

Addition as per Rule 10(2)   

 Air  freight – Actual Amount ($1,200 *65)= 78,000 

     [restricted to 20% of FOB = 20% of 3,34,300 = 66,860 

  66,860.00 

 Insurance [=1.1.25% of FOB= 1.125% of 3,34,300]    [WN-4]  3,760.86 

CIF Price  4,04,920.86  

Assessable Value (rounded off)  4,04,921/-  

Working Notes:  

(1) Sec 19 of Customs Act provides that in cases where accessory is compulsorily supplied alongwith the goods, then accessory cannot be 
assessed separately. Thus, its value has been clubbed with the value of machine.  

(2) Local Agent commission has been presumed to be selling commission and hence, shall be added to the AV. 
(3) Air freight addition has to be restricted to 20% of FOB value thereof. [Rule 10 of Import Valuation Rules, 2007]  
(4) Transportation from Indian airport to factory is post-importation expenditure shall not form part of AV. 
(5) Transit insurance has to be added @1.125% of FOB value when actual cost is not ascertainable.  

 

10. Compute the assessable value for purpose of determination of Customs duty from the following data: 

 Machinery imported from USA by air (FOB price) $ 4,000 

 Accessories compulsorily supplied along with the Machinery $ 1,000 

 Air Freight $ 1,200 

 Insurance charges Actuals not available 

 Local agent’s commission to be paid in Indian Currency Rs. 9,300 

 Transportation from Indian Airport to Factory Rs. 4,000 

 Exchange rate US  $  1 = RS. 65  

 Provide explanation where necessary. 

[CA (Final), May 2010- 5 Marks] [ICAI RTP, Nov 2016] 

Ans.     STATEMENT SHOWING COMPUTATION OF ASSESSABLE VALUE 

Particulars Machinery  Accessory 

FOB Value ($) $ 4,000.00  $ 1,000 

FOB Value (Rs) Rs 2,60,000.00 Rs 65,000.00 

Addition as per Rule 10(1)   

 Local Agency commission   [Allocated on pro-rata basis] [WN-5] 

 Apportioned Amount         Machine                   Accessory   
                                  [9,300 * 4,000/5,000]      [9,300 * 1,000/5,000] 

Rs 7,440.00 Rs 1,860.00 

FOB value (adjusted) Rs 2,67,440.00 Rs 66,860.00 



 

 

Addition as per Rule 10(2)   

 Air  freight – Actual Amount $ 1,200 

 Machine Accessory 

Actual Amount 

(apportioned) 

($ 960 * 65) = 62,400 ($ 240 * 65) = 15,600 

Restricted to 20% of FoB (20% of 2,67,440) = 53,488 (20% of 66,860) = 

13,372 

. 

 

Rs 53,488.00  

 

Rs 13,372.00 

 Insurance [=1.1.25% of FOB]    [WN-4] 

 Machine Accessory 

1.125% of FoB (1.125% of 2,67,440) = 3,008.70 (1.125% of 66,860) = 752.18 

.. 

 

Rs 3,008.70  

 

Rs 752.18 

CIF Price Rs 3,23,936.70 Rs 80,984.18  

Assessable Value (rounded off) 3,23,937/- 80,984/- 

Working Notes: 

(1) Sec 19 of Customs Act provides that accessory shall be chargeable to same rate at which main article is taxable if it fulfills 2 conditions 
are satisfied – it is compulsorily supplied alongwith main article and its price is included within the price of main article. In the given 
case, although accessory has been compulsory supplied but its price is available separately, so it shall be chargeable separately. Thus, 
AV of both has been computed differently. 

(2) Local Agent commission has been presumed to be selling commission and hence, shall be added to the assessable value. It has b een 
apportioned in the ration of FOB Value. 

(3) Air freight has been apportioned in ratio of value of machinery. Its addition has to be restricted to 20% of FOB value thereo f. 
(4) Transportation from Indian airport to factory is transportation within India (post -importation expenditure) shall not form part of 

assessable value. 
(5) Transit insurance has to be added @1.125% of FOB value when actual cost is not ascertainable.  

 



 

 

IMPORT PROCEDURE 

 

PROCEDURE TO BE FOLLOWED BY PIC 
 

1. Explain the obligation cast on person-in-charge on arrival of vessels or aircrafts in India under Section 29 of the 

Customs Act, 1962. 

(Nov 2008 5 Marks) 

Ans. Sec 29 of the Customs Act, 1962 casts the following obligations on the person-in-charge of the vessel or aircraft: 

(i)  He shall bring the vessel or aircraft only at the customs port, or customs airport, as the case may be. However, CBEC may 

permit landing of vessels or aircrafts at any place other than customs port or customs airport. 
 

(ii) If because of accident, stress of whether or other unavoidable accident, vessel or aircraft is not able to call or land at the 

customs port or customs airport, then it can be called or land at any other place (CBEC authorization is not needed for 
such emergency happenings). But in that even, person-in-charge shall be further obliged to do the following: 

(a)  Shall immediately report the arrival of the vessel or the landing of the aircraft to the nearest Customs Officer / Officer-
In-Charge Of A Police Station;  

(b)  Shall not without the consent of any such officer permit  
 Any GOODS carried in the vessel/aircraft to be unloaded from the vessel/aircraft, or  
 any of the Crew Or Passengers to depart from the vicinity of, the vessel/aircraft;  

(c)  Shall comply with any directions given by any such officer with respect to any such goods,  

 
  

2. State in brief the provisions of Customs Act, 1962 relating to filing of “Import Manifest/Report”. 

(Nov 2008 3 Marks) 

Ans. Sec 30 of Customs Act, 1962 requires person-in-charge of a VESSEL, AIRCRAFT carrying imported goods to file Import 

General Manifest (IGM). In case of import by vehicle, person-in-charge shall file Import Report (IR). IGM shall be delivered to 
the Proper Officer at any time before arrival of the vessel or aircraft in the Customs Station. However, IR shall be delivered 

within 12 hours after its arrival in the Customs Station. 

 E-filing of IGM is mandatory, unless in a particular case, Principal CC / CC is satisfied that it cannot be filed electronically.  

    

         In case of non-filing of IGM or IR within the above stated time limits, a penalty of Rs 50,000 shall be levied. However, such 
penalty can be waived if sufficient cause of delay is shown to the Proper Officer. 

  Every IGM or IR shall be signed by the person delivering it and such person shall subscribe to a declaration as to the truth of 

its contents.  

    The Proper Officer may allow IGM or IR to be amended or supplemented* if it is incorrect or incomplete and there was no 

fraudulent intention. 

 
Note: IGM/ IR basically contains a list of inventory of the goods brought in the conveyance --- cargo, baggage, stores etc. 

 

  

3. Write short notes on: ENTRY INWARD 

(May 2014- 2 Marks) 

Ans. Entry Inwards: “Entry Inward” refers to the permission granted by proper officer to the master of vessel to unload the 

goods. Entry inwards is granted to the vessel under Sec 31 of the Customs Act. Section 31 prohibits unloading of goods 

before grant of entry inwards. It provides that no imported goods shall be unloaded from the vessel unless an entry inward has 
been granted to the vessel.  

  Entry inward is granted only when IGM (Import General Manifest) has been filed by the master of vessel [Master of Vessel = Person-In-

Charge of Vessel]. However, if proper officer is satisfied that there is sufficient cause for non-filing of vessel, then he can grant entry 
inward prior to filing of IGM.  

  Baggage, mail bags, animals and any perishable or hazardous goods can be unloaded without obtaining “entry inward”. 

 
 

 

 
 



 

 

 

 

UNLOADING OF GOODS 
 

4. What is meant by “BOAT NOTE” 

(2 Marks) 

Ans. In certain specified customs ports, ships cannot come to the shore for unloading or loading, while in other ports, it is poss ible 

that not all ships arriving in the port get a berth. Further, sometimes, small import cargo is to be unloaded from a ship or small 

export cargo is to be loaded on a ship.  

 In all the aforesaid cases, the import cargo is taken from the ship to the shore and the export cargo is taken from the shore to 
the ship in boats.  

 Sec 35 of the Customs Act stipulates that no imported goods shall be water-borne for being landed from any vessel, unless 
the goods are accompanied by a boat-note (in the prescribed form). Similarly, in relation to export goods, it stipulates that no 

export goods which are not accompanied by a shipping bill, shall be water-borne for being shipped unless the goods are 
accompanied by a boat note.  

 

Some instances where boat note is needed: 
1. If the vessel has to unload only a small cargo, it may not spend time in having a berth in the port. If the small cargo is to be sen t to 

the shore (customs port), it may be loaded in a small boat (which is also known as “daughter vessel” or “barge”) and sent to the shore. 
For this purpose, boat note is required. 
 In case of export, if small cargo is to be loaded in ship through small boat, and export goods are not accompanied by the shipping 

bill, then boat note is required. 
 
Who issue Boat note? - Boat note shall be issued by the proper officer (AC/DC). 
. 

 
  

5. Write a short note on: Merchant Overtime Charges (MOT)      

                                                                                                              

Ans. At times, requests are received from importer/exporter for providing customs clearance facilities or for customs supervision of 
activities such as loading/unloading of vessels, stuffing, de-stuffing of containers, examination of cargo etc. beyond normal 
working hours of Customs or on holidays. Normally, the importer/exporter is required to plan its activities requiring 

Customs supervision or presence during working hours on working days. However, in certain cases, e.g. in case of perishable 
cargo, life saving drugs or other consignments required urgently which has landed at an airport after working hours or on 

holidays, the importer may want immediate clearance. Similarly, the loading/unloading of goods on/from a vessel is to take 
place even on holidays or after working hours, as ship detention charges** may be very high. 

              Considering the difficulties of the importer/exporter, the services of Customs, after normal working hours or on holidays 
are provided on payment of overtime fee. The overtime fee is collected in terms of Sec 36 of the Customs Act, 1962 

and the Customs (Fees for Rendering Services by Customs officers) Regulations, 1998 made thereunder. Section 36 of the 
Customs Act, 1962 allows unloading/loading of imported/export cargo from/on a vessel beyond working hours on a working 

day or on holidays only on payment of a prescribed fees. The Customs (Fees for Rendering Services by Customs Officers) 
Regulations, 1998, prescribes the rates and the manner for collection of such fee. 

 
Author  
1. Ship Detention Charges = Charges which are levied by shipping companies upon importer for stay at port beyond agreed lay time) 

may be very high.  [More detail under Valuation Chapter] 
 

2. MOT (Overtime Fee): The overtime fee is levied for services rendered by the Customs officers to trade beyond normal working 
hours or on holidays 
The term 'service' means any function performed by the Customs officer under the Customs Act, 1962 and it includes - 
(a)  examination of the goods and related functions, 
(b)  loading and unloading of goods whether generally or specifically, 
(c)  escorting goods from one Customs area to the other, and 
(d)  any other Customs work authorized by the Commissioner of Customs. 

 

MOT = Whether GST to be collected alongwith? 

Note: 

 Services provided by Govt. to Business Entity are chargeable to GST.  
 MOT = Consideration for services to business entity = Chargeable to GST   (with RCM) 

. 

 However, such services have been exempted. 



 

 

 
3. Procedure for posting of officers on overtime basis: The party desirous of availing of the services of officers on overtime basis 

is required to make prior request to the Department for such posting. The Customs scrutinizes the application made by the par ties 
and ascertains the requirement of the job. The overtime fee is calculated on the basis of rates prescribed in the said regulations as 
mentioned above. 

 

 N/N 46/2016 +  

Certain Port/ Airport notified for 24 * 7 clearance: MOT is not chargeable at such port/airport also 
. 

 Where the working hours in respect of clearance of cargo in Customs port or customs airports, has been prescribed as 24 
hours on all days for customs clearance, no fee shall be leviable in such locations for services rendered by the Customs 
Officers. 

CIRCULAR NO 4/2017-Customs, Dated: February 16, 2017 

Certain Port/ Airport notified for 24 * 7 clearance: MOT is not chargeable even to attached CFS 
. 

(a)   A designated 24x7 customs port (sea port) can have a number of CFSs attached to it.. 

(b)   CFSs are an extension of the Port. In the overall ecosystem of Customs clearance, CFSs have played an important role in 
faster clearance of goods. As a result, bulk of regulatory activity has shifted to CFSs.  

 Factory stuffed containers are already covered under 24x7 operations, therefore, MOT charges are not required to be 
paid in lieu of services rendered by customs officers at CFSs in respect of such containers.  

 Considering that the customs work carried out in the CFSs is actually an extension of the clearance activity at the port, 
therefore, logically no MOT charges should be leviable in lieu of services rendered by customs officers within the CFS 
premises even in the case of export against a claim to benefit. 

(c)  Accordingly, it is clarified that MOT charges would not be collected at CFSs attached exclusively to 24x7. 
. 

 

 

PROCEDURE TO BE FOLLOWED BY IMPORTER 
 

6. State briefly the provisions of Sec 46 the Customs Act, 1962 relating to filing of “Import Bill of Entry”  

(5 Marks) 

Ans. Sec 46 of the Customs Act, 1962 contains provisions relating to filing of “Import Bill of Entry”, i.e., bill of entry in relation 
to importation goods for seeking clearance thereof from the place of importation (customs port, customs airport, land customs 

station).  

 The relevant provisions are as stated below: 

i)  The bill of entry shall be presented in the prescribed forms. The prescribed form depends upon the intended clearance 

of the goods.  
   If the goods are to cleared for home consumption directly, then Bill Of Entry For Home Consumption shall be 

presented.  

    But if initially goods are to be transferred to customs warehouse, then Bill Of Entry For Warehousing (Into-

bond) shall be presented. Subsequently, for clearance of goods from warehouse, Bill Of Entry For Home 
Consumption (Ex-Bond) shall be presented. 

 

  Bill of Entry shall be filed electronically. (It is only in exceptional cases, where e-filing is not feasible that B/E can be 

filed manually). 
 E-filing of B/E can be done either by importer/his CHA himself through ICE-GATE or by data entry at Service Centre. 

EDI system will assign a number to this electronic declaration. As soon as this electronic declaration is assigned the 

number, B/E is deemed to be filed. 
 

ii)  The bill of entry shall cover up all goods as mention in the bill of lading or any other acknowledgement receipt given 
by the carrier to the consignor. 

iii) The bill of entry shall be presented after filing of IGM / IR. However, facility of filing “advance bill of entry” is also 
available. Bill of entry can be filed if conveyance carrying imported goods is expected to arrive within 30 days. 

iv) The importer or his agent shall at the foot of the bill of entry make and subscribe to a declaration as to the truth of 
the contents thereof. In support of such declaration, he shall also attach the invoice. 

v)  Bill of entry filed for Home consumption can be substituted later on by bill of entry for warehousing and 

vice-versa. However, such substitution is allowable only if Proper Officer is satisfied that interest of revenue will not be 
pre-judicially affected by such substation and there is no fraudulent intention behind such substitution.  
 

7. (a) What is bill of entry? 

(2 marks) 

  (b) What are the different types of bill entry? 



 

 

(3 marks) 

  (c) Whether bill of entry can be amended? If yes, what is the restriction applicable? 

(2 marks) 

  (d) Which are the documents required to be field along with the bill of entry? 

(22 marks) 

[CS Final, June 2001] 

Ans. (a) Bill of entry is the e-declaration, which has been accepted and assigned a number by the Indian Customs EDI System 
[Regulation 3 of Bill of Entry (Electronic Declaration) Regulations, 2011]. It is filed by importer or his agent. It is filed in 

terms of Sec 46 of the Customs Act. 
 

 (b) The following 3 different types of bill of entry are used in Customs Laws: 

  (i) Bill of Entry for home consumption: This is used when the imported goods lying at the place of importation 

are to be cleared (for immediate utilization) upon payment of duty. Home consumption means use within India. 

  (ii) Bill of Entry for Warehousing: This is used when the imported goods lying at the place of importation are to 
be transferred to customs warehouse without payment of duty. This is filed when goods are not required for 

immediate utilization and hence, duty payment is to be deferred till the time of actual need of goods. It is often 
called “INTO-BOND bill of entry”. (Bond is executed for transfer of goods in a warehouse). 

  (iii) Ex-Bond Bill of Entry for clearance from Warehouse: This is used when the imported goods transferred to 
customs warehouse are to be cleared from warehouse for home consumption paying customs duty. It “EX-BOND 
Bill of Entry”. 

 

(c) Yes, bill of entry can be amended. Sec 149 of Customs Act permits the amendment of any customs document subject 

to permission of Proper Officer. Bill of entry is also a customs document and hence, it can be amended if it is so 
permitted to be amended by the Proper Officer. Proper officer has been given full discretion to allow or to refuse the 

amendment.           

     However, if the goods have been cleared either for home consumption or for deposit in a warehouse, then he 
shall allow the amendment if amendment is sought on the basis of documentary evidence which was in existence at 
the time the goods were cleared or deposited. 

 

 (d) Following documents are required to be filed alongwith the bill of entry: 

(i) Invoice-cum- packing list **   (or Invoice and packing list, separately); 

(ii) Bill of Lading; 

(iii) Valuation Declaration duly signed; 
(iv) Import License or attested photocopy when clearance is under license; 

(v) Certificate of country of origin, if preferential rate is claimed;  
 

Author: 
1. Packing list – meaning thereof:  

A packing list accompanies the international shipment and is used to inform transportation companies about what they are moving. 
This is a formal document that itemizes quite a number of details about the cargo such as gross weight (weight of product and  
packing) & net weight (weight of product only), nature quality and specifications of the product being shipped, type of package, 
measurement/dimension of each package, no. of package, package marking, etc.  

        Utility of packing list: 
 The list is used by the shipper to determine (1) the total shipment weight and volume and (2) whether the correct cargo is 

being shipped.  
 In addition, customs officials (both local and foreign) may use the list to check the cargo.  
 

CBEC Circular 1/2015 
. 

 Commercial Invoice: it evidences value of import / export goods 
 Packing list: It facilitates examination of goods  
. 

2 ways to file packing list 
1. Invoice and packing list may be filed separately. 
2. Invoice-cum-packing list may be filed. It will reduce the total number of documents to be submitted to Customs with 

resultant benefit to trade. 
. 

 
 [Expected] 

8. Mr. Suhaan imported a consignment of goods which arrived at ship on on 15 July, 20XX (Saturday). He filed the 
bill of entry on 21 July, 20XX. Whether Mr X is liable to pay late fees? 

[May 2013 / Nov 2013 - 3 Marks (Adapted)] [May, 2018 - 3 Marks] 



 

 

Ans. Section 46 of the Customs Act, 1962 requires importer to file bill of entry by working day next to the day on which conveyance 
carrying imported goods is arrived at customs station from where these are to be cleared for home consumption or to be 

removed to warehouse.  

 In case bill of entry is not so presented and there is no justifiable reasons for delay, then importer shall be liable to pay following 

charges for late filing: 

(a) Delay of first 3 days – Rs 5,000 per day; 

(b) Subsequent delay – Rs 10,000 per day. 

 In case given to us,  

 Due Date of filing B/E: 17th July, 20XX (first working day after the arrival of conveyance) 

 Actual Date of filing B/E: 21th July, 20XX 

 Delay (in days): 4 days 

 Late Fee payable =  Rs 15,000 (for first 3 days of delay) + Rs 10,000 (for 1 more day of delay) = 25,000/- 

 
Author:  
1. Late charges are payable only if PO is satisfied that there is no justifiable reasons for delay.  

Instruction no. 12/2017-cus: No late fee, if delay in filing B/E is due to technical problems related to ICES connectivity  
2.   

 

 
 (Expected) 

9.     In general, what is interest free period allowed u/Sec 47(2) of the Customs Act, 1962 for payment of duty ? 

    [Nov 2014- 3 Mark] 

Ans. Sec 47 is applicable to cases where goods are cleared from customs station for home consumption. 

Sec 47 provides following due dates for payment of import duty: 

(a) Goods cleared by specified class of importer who are entitled to deferred payment of import duty – i.e., 
Importers certified under AEO (Authorized Economic Operator) Programme as Tier-2 / Tier-2 

These are required to pay duty as per following due dates: (Rule 5 of Deferred payment of Import Duty Rules, 2016) 

(a) for goods corresponding to Bill of Entry returned for 
payment from 1st day to 15th  day of any month, 

the duty shall be paid by the 16th  day of that month; 

(b) for goods corresponding to Bill of Entry returned for 
payment from 16th day till the last day of  

 

 (i) Month of march the duty shall be paid by the 31st  March; 

 (ii)     Other Months the duty shall be paid by 1st of Next month. 

   (In all above cases, holidays shall be excluded) 

 

(b) All other importers  

These are required to pay duty as the day of presentation of bill of entry itself. 

 

The above specified due dates represent the ‘interest free period’ available to importers.  

Default in payment of duty by above specified due dates will attract interest @15% p.a. 

      

Interest liability under Customs – different scenario 
. 

Normal importers – clearing consignment for home consumption  
47(2)(a) B/E filed electronically 

Normal B/E = Self Assessment complete  
 

ID payable on date of self-assessment If not so paid, interest @15% 
p.a. is payable 

47(2)(b) B/E filed electronically 
Advance B/E  
Such B/E is taken up for final assessment on the 
following dates 
- In case of import by vessel – date of grant of 

entry inward to vessel; 
- In case of import by aircraft or vehicle- date 

of arrival of such aircraft or vehicle  
 

Finally payable ID is getting 
determined on such date 
PO returns B/E to the concerned 
importer which states the final duty 
payable 

The resultant duty becoming 
payable shall be paid within 1 
Working Day 

47(2)(b) B/E filed electronically 
Normal B/E = Self Assessment complete – ID 
paid by same date 

 
 
 

 
 
 



 

 

 
B/E selected for scrutiny u/Sec 17 
B/E re-assessed – differential duty arising out of 
re-assessment 
 

 
PO returns re-assessed B/E to the 
concerned importer which states the 
differential duty payable 

 
The resultant duty becoming 
payable shall be paid within 1 
Working Day 

 

47(2)(b) Due to problems in making self-assessment 
Request for provisional assessment made to PO 
 
PO specifies the provisionally accepted Rate / 
Value 
 

 
 
 
PO returns to importer the 
provisionally accepted B/E 

 
 
 
The resultant duty becoming 
payable shall be paid within 1 
Working Day 
 

Finalization of provisional assessment – payment of resultant differential duty 
Payment of this differential duty will attract interest in terms of Sec 18(3) of CA, 1962. 
The interest shall be payable from first day of the month in which duty was provisionally assessed.  
. 

  

Normal importers – deposit into warehouse (ID deferred till subsequent clearance for home consumption)  
Sec 61 
(2) 

B/E filed electronically, but for W/H 
Normal B/E = Self Assessment complete  
 

ID not payable 
ID payment is deferred till goods are 
cleared for home consumption from 
warehouse 

 
In general, if goods are not 
cleared from W/H within 90 
days of warehousing order, 
then interest @15% p.a. shall 
be payable in terms of Sec 
61(2) of CA, 1962. 
Any clearance of goods after 90 
days of warehousing order, will 
attract interest @15% p.a. 

  

Goods cleared from customs for home consumption upon payment of ID 
- Any short payment detected on later stage (say, under PCA – Post clearance audit)  

PO passes OCO for imported goods. 
Goods cleared paying ID. 
Subsequently, Post Clearance Audit is conducted. Short-payment of duty is noticed. 
Now, PO shall recover duty through the route of issuance of SCN. 
 SCN demanding short-paid duty will be issued in terms of Sec 28. 
 Considering importer’s representations, Demand order shall be passed by PO.  
 Short paid duty shall become payable. 
 Interest @15% p.a. shall also be payable in terms of Sec 28-AA of CA, 1962. 

.. 

 

10.     Whether deferred payment facility can be withdrawn? If yes, under what circumstances? 

     

An eligible importer who fails to pay duty in full by due date more than once in a period of three consecutive months shall not 

be permitted to make deferred payment. 
. 

However, the facility of deferred payment shall is restored as and when the eligible importer has paid the duty in full along with 
the interest. 

 

11. With reference to the recent facility, ‘Clear first -Pay later’ extended to importers under the customs law, answer 

the following questions: 

 (i) What is the objective of the facility? 

 (ii) Who is eligible to avail this scheme? 

 (iii) What are the due dates for payment of duty under this facility? 

 (iv) What are the circumstances when the deferred payment facility will not be available? 

[ICAI RTP May 2018] 

Ans. (i) ‘Clear first-Pay later’ i.e., deferred duty payment is a mechanism for delinking duty payment and customs 

clearance. The aim is to have a seamless clearance from Customs Station to importer’s in order to facilitate just -

in-time manufacturing. This scheme is in force w.e.f. 16th November, 2016. 

 (ii) Central Government has permitted importers certified under Authorized Economic Operator programme as AEO 

(Tier-Two) and AEO (Tier-Three) to make deferred payment of import duty (eligible importers). 



 

 

  As a part of the ease of doing business focus of the Government of India, the CBEC has rolled out the AEO 

(Authorized Economic Operator) programme. 

  It is a trade facilitation move wherein benefits are extended to the entities who have demonstrated strong internal 

control systems and willingness to comply with the laws administered by the CBEC. 

 (iii) The due dates for payment of deferred duty are - 

S. 

No. 

Goods corresponding to bill of entry returned for 

payment from 

Due date of payment of duty, inclusive of 

the period (excluding holidays) as 
mentioned in section 47(2) 

1. 1st day to 15th day of any month 16th day of that month 

2. 16th day till the last day of any month other than March 1st day of the following month 

3. 16th day till the 31st day of March 31st March 

 

 (iv) If there is default in payment of duty by due date more than once in three consecutive months, the facility of 

deferred payment will not be allowed unless the duty with interest has been paid in full. 

  The benefit of deferred payment of duty will not be available in respect of the goods which have not been assessed or 

not declared by the importer in the bill of entry.  

 

12. What are the classes of importers required to pay customs duty electronically?  

[Nov 2013- 3 Marks] 

Ans. Sec 47 of Customs Act, 1962 has been recently amended to provided that CG can notify person for whom e-payment of 
customs duty shall be mandatory.  

 At present, following persons have been notified: 

(i)   Importers registered under Accredited client Programme (ACP); (Note: Even imported certified as Tier-1 AEO is covered) 

(ii)  Other Importers paying customs duty of Rs 10,000 or more per bill of entry 

 

 
 [Expected] 

13.   What is ‘SWIFT – Single Window Interface for facilitating trade’ introduced under Customs?  

OR 

 What is the concept of INTEGRATED DECLARATION under Customs? 

[ICAI RTP, Nov 2016] 

Ans. 

‘SWIFT – Single Window Interface for facilitating trade’ 

Customs authorities are required to ensure compliance with several allied Acts in respect of import/export goods with assistance 

of other Government Regulatory Agencies. While Customs authorities are primarily responsible for assessing the 
import or export documents, several other Government regulatory agencies also come into picture as their 
permission/clearance is required for certain import/export goods such as pharmaceutical drugs, livestock and livestock 
products, wild life products, food products, plants etc. before such goods could be allowed to be taken out of Customs notified 
Areas. 

    To ensure transparency and faster clearance of the import/export goods which require permission from other 

regulatory agencies, Indian Customs has introduced the concept of single window for the clearance of import and export 
goods. In simple terms, Single Window essentially means providing a common platform to import or export trade 

to meet requirements of all  regulatory agencies (such as Animal Quarantine, Plant Quarantine, Drug Controller, Textile 
Committee etc.).  

With the launch of Customs SWIFT (Single Window Interface for Facilitating Trade) clearances, now 
importers/exporters are able to file a common electronic ‘Integrated Declaration’ on the ICEGATE portal. The 
Integrated Declaration compiles the information requirements of Customs, FSSAI, Plant Quarantine, Animal Quarantine, Drug 
Controller, Wild Life Control Bureau and Textile Committee and it replaces nine separate forms required by these 6 different 
agencies and Customs. 



 

 

Benefit of Single Window Scheme 

The benefits of Single Window Scheme include ease of doing business, reduced costs, enhanced transparency, reduced 

duplicity and cost of compliance and optimal utilization of resources. 

Essential Requirement of Effective Single Window Scheme 

The necessary and essential ingredients of effective single window concept are as given below:- 

 (i) Lodging of Customs clearance documents electronically at a single point only with the Custom authority. 

 (ii) Single Integrated declaration–consisting of data elements/documents as required by Customs authority as well as 
other regulatory agency(ies); 

 (iii) Electronic On-line message exchange facility/ online issuance of NOC by all other regulatory agencies. 

 (iv) Participation in the project by all regulatory agencies dealing with clearance of import/export goods. 
 

 
Author: 
1. Year 2016 – SWIFT was introduced to import clearance. 
2. Year 2017 – SWIFT was extended to export clearance. 
. 

 
 

 

MISCELLANEOUS 
 

14. State with reference to the provisions of the Customs Act, 1962 the procedure for disposal of goods not cleared 
within a specified time? 

(May 2004- 4 Marks) 

Ans. Sec 48 of Customs Act, 1962 stipulates clearance of imported goods from the place of importation within a period of 30 

days from the date of unloading thereof at the customs station. Sec 48 ensures that goods unloaded at customs station are 

speedily cleared from leaving thereby space of new arrival of goods. The goods may be cleared for home consumption or for 
warehousing or may be transshipped to another conveyance. The importer may also relinquish his title to the goods.  

  If goods are not so cleared or title is not relinquished within the stipulated period of 30 days, then Custodian of such goods 

may sell such goods. However, before effecting sale, permission for sale shall be obtained from the Proper Officer and due 
notice shall be given to the importer. 

  It is also provided that animals, perishable goods and hazardous goods may be sold even before the expiry of 30 days.  

         Also, Arms and Ammunition shall be sold in the manner as directed by the Central Government. 

 
*Manner of Disposal  
Goods disposed off are not confiscated goods. 
Disposal of such goods shall be in the manner as stipulated in Sec 150 – i.e., --- Sale may be through – Auction, Tender or any other method 
if consented by PO. 

  

15. Write short notes on: 

 i) Procedure for sale of goods and application of Sale Proceeds in terms of Sec 150 of the Customs Act, 1962. 

(5 marks) 

Ans. Sec 150 of the Customs Act provides the procedure for sale of goods other than confiscated goods. It also provides for 

manner of disposal of sale proceeds of such goods. 
. 

 Procedure for sale of goods: The following procedure shall be adopted for sale of goods in terms of Sec 150 of Customs 
Act, 1962: 

(1) Notice of intended sale shall be given to the owner prior to the sale thereof. 
(2) The goods shall be sold by public auction or by tender or with the consent of the owner in any other manner. 

 
 Manner of application of sale proceeds: The proceeds of any such sale shall be applied- 

(a) Firstly, to the payment of  sales expenses, 
(b) Next, to the payment of the freight and other charges payable in respect of the goods sold, to the carrier, if notice of such 

charges has been given to the person having custody of the goods, 

(c) Next, to the payment of the duty, if any, on the goods sold, 
(d) Next, to the payment of the custodian charges, 



 

 

(e) Next,  the payment of any amount due from the owner of the goods to the Central Government under the 
provisions of this Act or any other law relating to customs, (like interest and penalty etc) 

(f) and the balance, if any, shall be paid to the owner of the goods. 
 Sec 150 further provides that if importer to whom surplus is refundable is not traceable within 6 months of sale (or within 

such further period as extended by Commissioner of Customs), then such surplus shall be handed over to Central 

Government after expiry of such period 
 

16. An importer imports goods from USA, but does not clear such goods from the port within the prescribed period 

of 30 days. Resultantly, the imported goods are sold under the Customs Act, 1962 and sale proceeds applied for 
specified purposes as per Sec 150 of the customs Act. Explain how will the balance of sale proceeds (left after 

being applied for the specified purposes) be disposed?  

 

Ans. The balance sale proceeds left after being applied for the purposes specified u/Sec 150 shall be paid to the owner of the goods. 
However, where it is not possible to pay the balance of sale proceeds, if any, to the owner of the goods within 6 months from 

the date of sale of such goods or such further period as the Principal Commissioner of Customs or Commissioner of Customs 
may allow, such balance of sale proceeds shall be paid to the Central Government.  

 
. 

Tutorial Note: 
1. It shall be noted that Sec 150 applies to sale of goods other than confiscated goods. Since the goods are other than confiscated goods, 

provisions have been made for return of surplus sale proceeds to the owner. Had the goods been confiscated, then CG would hav e 
become the owner of the goods. In that situation, question of return of surplus sale proceed will not arise at all.  
 

2. Any delay in returning surplus sale proceeds to the importer will entitle importer to claim interest on such delay [VISHNU 
HARLALKA – 2013- BOMBAY HC (Writ)] 

 

17. Settlement Commission passed an order for release of seized goods of Mr. Banerjee. Since goods were subject 
to deterioration, the Revenue informed the Commission that the seized goods had already been auctioned. The 

Commission, therefore, directed the Revenue to refund the amount remaining in balance after the application 

of sale proceeds as provided u/s 150(2) of Customs Act. The Revenue refunded the principal amount of the sale 
proceeds without payment of interest for the delay, on the premise that it did not represent duty or interest as 

contemplated u/s 27 and 27A of the Customs Act. Reason out the action of the Revenue by supporting it with 
case law.  

[Nov. 2015, 4 Marks] 

Ans. On similar facts, it was held in Vishnu M. Harlalka v. UOI [2013] (Bombay) that sale proceeds of goods must be returned 

within reasonable period. In case of delay in refund thereof beyond reasonable period, assessee would be entitled to interest 
at 9% under common law in exercise of writ jurisdiction. 

 Note : Section 27 of Customs Act provides for refund of duty and section 27A provides for interest on belated refund of duty. 
Hence, these two sections were inapplicable to refund of ‘sale proceeds’. 

 

  

WAREHOUSING WITHOUT WAREHOUSING  [also referred as BONDING without BONDING] 
 

 
. 

Warehousing without warehousing 
Warehousing Without Warehousing refers to a situation where goods are allowed to be stored into the Customs warehouse without 
insistence upon compliance of all or any of the conditions relating to the normal warehousing prov isions contained in Sec 57 to 73 of the 

Customs Act, 1962. 
 Situation-1 Situtation-2 Situation-3 

Proviso to sec 46 Sec 49 Sec 85 

Scenario When importer is unable to file 
B/E in respect of imported goods  
- It may be due to his inability to 

furnish all requisite particulars  

When importer is filing B/E in 
respect of imported goods (B/E 

may be for H/C or for warehousing) 

However, AC/DC is not able to 
clear goods for home 
consumption or allow deposit of 
goods in warehouse 

Where the imported goods are warehoused 
– B/E for warehousing is filed and a 
declaration is submitted stating that such 
goods are to be supplied as ‘stores’ without 
any payment of import duty either to 
‘Foreign Going Vessel or aircraft’  or ‘Ship of 
Indian Navy’  

W/Hing 
Bond 

Not required Not required Not required 



 

 

Warehouse 
involved 

Only public warehouse (as 

licensed u/Sec 57) 
Only public warehouse (as 

licensed u/Sec 57) 
Spl warehouse (as licensed u/Sec 58-A)  
 

Permitted 
warehousing 
period 

Not specified 
(as per discretion of PO) 

Upto 30 days 
PO may extend the period as per 
his discretion (extension is for 30 
days at a time) 

As specified in Sec 61 (1 year subject to 
unlimited extension) 

. 

 

 

 18. What is the maximum period of storage allowed for warehousing without warehousing u/Sec 49 of the Customs 
Act, 1962? 

[Nov 2014- 1 mark] 

Ans. Sec 49 of Customs Act, 1962 allows warehousing of goods (without warehousing) if PO is of opinion that clearance of goods 

entered for home consumption cannot be given within a reasonable period. Sec 49 has put a time limit of 30 days on such 
warehousing. However, extension can be sought from Principal CC / CC *. The extension can be granted any number of times, 

but each extension cannot exceed a period of 30 days.  

 

 



 

 

 

EXPORT PROCEDURE 

 

PROCEDURE TO BE FOLLOWED BY EXPORTER 
 

1. Explain with reference to the provisions of Sec 50 of the Customs Act, 1962 and the ‘Shipping Bill [Electronic 

Declaration] Regulations, 2011’ as to what is meant by Shipping Bill? 

(2 Marks) 

Ans. Sec 50 of Customs Act, 1962 has mandated e-filing of shipping bill (except under exceptional cases, where e-filing is not 

feasible). Shipping Bill has to be filed as per Shipping Bill (Electronic Declaration) Regulations, 2011. In terms of these 
regulations, ‘Shipping Bill’ means e-declaration of exporter accepted and assigned a unique number by the Indian Customs 

EDI System. 

 
Author: 
1. Export by sea/ air – Shipping Bill shall be filed by exporter. 
2. Export by road – Bill of Export shall be filed 

 

 

PROCEDURE TO BE FOLLOWED BY PIC OF CONVEYANCE 
 

2. Explain briefly: Entry Outward 

 (May 2014- 2 Marks) 

Ans. Entry Outward: Entry outward is the permission granted by the Customs Officer to master-of-vessel to receive and load the 

export goods from the exporter and proceed for its foreign journey. This is granted under section 39 of the Customs Act, 
1962. Unless and until ‘entry outward’ order is obtained, no export goods can be loaded in the vessel. However, baggage and 

mail bags can be loaded in the vessel even prior to grant of entry outward. 

 
Author: 
3. “Entry Outward” shall be obtained by VESSEL only. Other conveyances (VEHICLES, AIRCRAFTS) are not required to obtain ‘entry 

outward’ to load goods therein. 
4. Just like “entry inward” is required for a vessel in case of importation (to proceed with unloading of cargo), “entry outward ” is required 

for the vessel in case of exportation (to proceed with loading of cargo). 

 

3.     Explain briefly the meaning of Entry Inward and Entry Outward in the Customs Law.   

(Nov 2014 – 3 Marks) 

Ans. Entry Inward: “Entry Inward” refers to the permission granted by proper officer to the master of vessel to unload goods. 

Entry inwards is granted to the vessel under Section 31 of the Customs Act. Section 31 prohibits unloading of goods before 

grant of entry inwards. It provides that no imported goods shall be unloaded from the vessel unless an entry inward has been 
granted to the vessel.  

 Entry inward is granted only when IGM (Import General Manifest) has been filed by the master of vessel  [Master of Vessel = 

Person-In-Charge of Vessel]. However, if proper officer is satisfied that there is sufficient cause for non-filing of vessel, then he 
can grant entry inward prior to filing of IGM.  

  Baggage, mail bags, animals and any perishable or hazardous goods can be unloaded without obtaining “entry inward”. 

 

 Entry Outward: Entry outward is the permission granted by the Customs Officer to master-of-vessel to receive and load the 

export goods from the exporter and proceed for its foreign journey. This is granted under section 39 of the Customs Act, 1962. 
Unless and until ‘entry outward’ order is obtained, no export goods can be loaded in the vessel. However, baggage and mail 

bags can be loaded in the vessel even prior to grant of entry outward.  

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 



 

 

TRANSIT & TRANSSHIPMENT OF GOODS 

 

 

DIFFERENCES:  TRANSIT & TRANSHIPMENT 
 

1. State the difference between transit and transshipment of goods under the provisions of Customs Act.  

    (May 2007 4 Marks) 

Ans. “Transit of goods” –vs --“Transshipment of goods”:-- “Transit of goods” is quite different from “transshipment of goods”. 

Following are the notable differences between the two: 

Transit of goods Transshipment of goods 
Transit of goods is governed by Sec 53 read with Sec 55 
of the Customs Act, 1962. 

Transshipment of goods is governed by Sec 54 read with 
Sec 55 of the Customs Act, 1962 

Goods are transited in the same conveyance which brings the 

goods into India.  

   The goods are not unloaded from the conveyance which 
brought them into India. 

  

Goods are transshipped in a conveyance other than the 

conveyance which brings the goods into India 

   The goods are unloaded from the conveyance which 
brought them into India and then, re-loaded onto another 

conveyance. 

No need of filing any fresh documentation for carrying goods 

from first Customs Station (Port/Airport/Land Customs Station) to 
destination Customs Station (Port/Airport/Land Customs Station). 

 

Fresh documentation is required for carrying goods from 

first Customs Station (Port/Airport/Land Customs Station) to destination 
Customs Station (Port/Airport/Land Customs Station). 

    The document which needs to be filed is called “Bill of 
Transshipment”. However, where the goods are 
transshipped under an international treaty or bilateral 

agreement between the Government of India and the 
Government of a foreign country, a “Declaration For 
Transshipment” is sufficient. 

 
 

 

CONCEPT:  TRANSIT & TRANSHIPMENT  
 

2. Discuss the provisions relating to “Transit of Goods” and “Transshipment of goods” without payment of duty 

under Customs  Act. 

 (4 marks) 

Ans. Sec 53, 54 & 55 of the Customs Act contains the provisions relating to “transit of goods” and “transshipment of goods” 

without payment of duty from the port of importation to their ultimate destination. 

     Section 53 makes provision for permitting goods to be transmitted without payment of duty if they are mentioned 

in the import manifest as for transit in the same conveyance and conditions specified by CBEC are complied with. Sec 
55 provides for charging of duty when the ultimate destination of the transited goods is a customs station in India. 

     Section 54 provides and prescribes the procedure for transshipment of goods without payment of duty. It 

contemplates presentation of “Bill of Transshipment” to the proper officer in the prescribed form whenever any goods are 

imported into a Customs Station. It also makes an exception that where the goods are transshipped under an international 
treaty or bilateral agreement between the Government of India and the Government of a foreign country, a “Declaration For 
Transshipment” is sufficient. Sec 55 provides for charging of duty when the ultimate destination of the transshipped 
goods is a customs station in India **. 

 

3. Briefly explain the provisions relating to TRANSSHIPMENT OF GOODS without payment of duty under Section 

54 of the Customs Act, 1962.  

(Nov 2010 4 Marks) 

Ans. Section 54 of the Customs Act provides and prescribes the procedure for transshipment of goods without payment of duty.  

It contemplates presentation of “Bill of Transshipment” to the proper officer in the prescribed form whenever any goods are 
imported into a Customs Station. It also makes an exception that where the goods are transshipped under an international 

treaty or bilateral agreement between the Government of India and the Government of a foreign country, a “Declaration For 
Transshipment” is sufficient.  

 The intended transshipment may be to any place outside India or to any other customs station in India.  



 

 

 Where goods are mentioned in the IGM/IR as for transshipment to any place outside India, proper officer may allow 

these goods to be transshipped without payment of duty [Sec 54(2)].  

 In cases where goods are mentioned in the IGM/IR as for transshipment to any other customs station, the 

transshipment may be allowed without payment of duty subject to certain conditions prescribed for due arrival of such 

goods at the customs station to which transshipment is allowed. [Sec 54(3)] 

 
Trans-shipment of Goods: Need thereof 
1) Need of changing means of transport during the journey (e.g., from ship transport to road transport) 
2) Need of consolidation of cargo to save transportation cost: (e.g., small shipments are combined into a large shipment 

(consolidation), dividing the large shipment at the other end (deconsolidation) which are moved to their destination in small  ships) 

 

 

 

TRANSHIPMENT COSTS – Excludible from AV 
 

4.    Whether transshipment cost is includible in the Customs Assessable Value under following cases: 

 (a) Coastal transshipment :Transshipment from Gujarat Port to Mumbai port – Importer clearing goods from 
Mumbai port 

 (b) Inland transshipment: Transshipment from Gujarat port to ICD in Delhi – Importer clearing goods from 

ICD in Delhi 

 

Ans. Customs Valuation is governed by Sec 14 of Customs Act read with Import Valuation Rules, 2007. In terms of these valuation, 

value shall be determined in following manner: 

 

 (a) Transshipment from Gujarat Port to Mumbai port – Importer clearing goods from Mumbai port 
. 

  Though destination port being Mumbai Port is the place of importation (customs station/ place from where goods are 
being cleared),  but still associated transshipment cost (transportation, loading, unloading and handling costs) shall not 

be includible in value as Rule 10(2) of Import Valuation Rules, 2007 explicitly provides for exclusion of such costs. 

 

 (b) Transshipment from Gujarat port to ICD in Delhi – Importer clearing goods from ICD in Delhi 
 

  Under Customs, ICD is also treated as ‘customs port’. 

Though destination port being ICD in Delhi is the place of importation (customs station/ place from where goods are 
being cleared),  but still associated transshipment cost (transportation, loading, unloading and handling costs) shall not 

be includible in value as Rule 10(2) of Import Valuation Rules, 2007 explicitly provides for exclusion of such costs. 

http://en.wikipedia.org/wiki/Ship_transport
http://en.wikipedia.org/wiki/Road_transport


 

 

WAREHOUSING 

B/E for deposit of goods into W/H Sec 46 B/E for Warehousing = Into-bond Bill of Entry 

B/E for clearance of goods from W/H Sec 68 B/E for Home Consumption = Ex-bond Bill of Entry 

 

CONCEPT OF WAREHOUSING 

 
1. Explain briefly: 

 (i) “Clearance for Home Consumption” and “Removal for warehousing” 

 (Nov 2007 2 Marks) 

Ans. Goods imported at any particular customs station may either be cleared for home consumption or for warehousing. The notable 

differences between the two types of clearances are as follows: 

 Clearance for Home Consumption Removal for warehousing 

Need of 
such 
clearance 

When the goods lying at the place of 
importation are needed for immediate 

utilization, then goods are cleared for home 
consumption from the place of importation. 

When the goods lying at the place of importation are not 
needed for immediate utilization, then goods are removal  

for warehousing from the place of importation. 

Payment of 
Duty 

Goods can be cleared for home consumption 
upon payment of duty only. 

Payment of duty is not required for removal of goods to 
warehouse. In fact, goods are warehoused to defer duty 

payment. 

Procedure Bill of entry for home consumption shall be filled 
in terms of Sec 46 of the Customs Act. Assessee 

self-assess the duty and after payment of 
import duty approaches PO to get ‘out-of-

charge order’ to get delivery of goods. 

Bill of entry for warehousing shall be filled in terms of Sec 
46 of the Customs Act. This bill of entry is self-assessed 

and warehousing bond (equivalent to thrice of duty 
amount) shall be executed. Then, PO pass ‘warehousing 

order (under section 60)’ permitting deposit of goods into 

warehouse. 

 
WAREHOUSES- PUBLIC or PRIVATE or SPECIAL WAREHOUSE 

 
2. Explain briefly how the terms ‘WAREHOUSE’, ‘WAREHOUSED GOODS’.  

(Nov 2011 – 1 marks each) 

Ans. Customs Act, 1962 has defined the following terms u/s 2 as follows: 

 Warehouse has been defined to mean a public warehouse licensed u/s 57 or a private warehouse licensed u/s 58 or a 

special warehouse licensed u/Sec 58A. 

 Warehoused goods have been defined to mean goods deposited in warehouse. 

 

 

3. State the differences between different types of warehouses licensed under Customs Act. 

 

 Public Warehouse Private Warehouse Special warehouse 

Section Sec 57 Sec 58 Sec 58-A 

Licensing 

Authority 
Principal CC/ CC Principal CC/ CC Principal CC/ CC 

Licensing 

Regulations 

Public W/H Licensing 

Regulations, 2016 

Private W/H Licensing 

Regulations, 2016 

Special W/H Licensing 

Regulations, 2016 

Control by 

Customs 

Only record based control 

(i.e., liberalized system) 

Only record based control (i.e., 

liberalized system) 

Customs lock based control 

(i.e., such warehouse is caused to 
be locked by PO and no person to 

enter without permission of PO) 

Permissible 

Goods 
Any dutiable goods Any dutiable goods imported by 

or on behalf of licensee 

Dutiable goods as notified by 

Board 

 

 



 

 

  

4. Skylark Pvt. Ltd., a registered company, has applied for a licence to set up a public warehouse in a village near 

a port city. It wish to apply for licensing of private warehouse u/Sec 58 of CA, 1962.. 

 To whom application shall be submitted? 

[ICAI RTP, May 2017] 

Ans.   Skylark Pvt. Ltd. is not correct in submitting the application for license to Principal Commissioner/Commissioner has been 
empowered to issue license for a public warehouse. 

 
Licensing of warehouse 

. 

1.    Licensing is for some particular period: License is issued generally for 5 years. Thereafter it needs to be renewed. 

 

2.    License cancellation / suspension: - Sec 58-B of CA, 1962 

1. If licensing conditions are breached or any customs provisions is not complied with, then license is cancelled.  (if license is 
cancelled, then all goods shall be cleared from this warehouse) 

2. Pending inquiry as to cancellation, license is suspended (during period of suspension, no new goods can be entered into 
such warehouse)  

 

  

5. Write a short note on: Special Warehouse. 

                              (3 Marks) 

Ans. Sec 58-A of Customs Act, 1962 specifies provisions as to special warehouse. 

 The Principal CC or CC may, subject to such conditions as may be prescribed, licence a warehouse wherein dutiable 
goods may be deposited and such warehouse shall be caused to be locked by the proper officer and no 

person shall enter the warehouse or remove any goods therefrom without the permission of the proper 
officer. 

 

 The Board (CBEC) may, by notification in the Official Gazette, specify the class of goods which shall be deposited in the 

special warehouse licensed under sub-section (1). 
 

N/N 66/2016-Cus:  List of class of goods which shall be deposited in a special warehouse 

(1) Specified Goods 

Gold, silver, other precious metals and semi-precious metals and articles thereof; 

  

(2) Any Goods which have been imported for subsequent supply for 3 specific purposes 

Goods warehoused for the purpose of -  

(a) supply to duty free shops in a customs area**; 
 

Duty free shop: Any person running DFS in any customs area/airport. 

 DFS operators store goods in large warehouses in the city and / or in smaller warehouses in and around the 
precinct of the airport to act as a staging area for replenishing stocks in the duty free shopping area. These 
warehouses in the city and / or precinct of the airport qualify to be licensed as bonded warehouses as 
they are capable of being under the lock of customs. 

 

(b) supply as stores to vessels or aircrafts under Chapter XI of the Customs Act, 1962; 
 

Chapter XI of CA, 1962: Chapter XI deals with ‘stores’. It makes provision for supply of stores to foreign going 
vessel/aircraft and also for supply of stores to Indian Navy. 

 Any person who is importing goods from abroad and intends to warehouse them for subsequent supply to Foreign 
Going Vessel/Aircraft or to ship of Indain Navy, then the warehouse to which goods are to deposited shall be special 
warehouse. 

 

(c) supply to foreign privileged persons** in terms of the Foreign Privileged Persons (Regulation of Customs 

Privileges) Rules, 1957.  
. 

Diplomatic Bonded Warehouse (DPW): DPW are dealing in Import of goods Imported exclusively for the use of 
foreign diplomats and other privileged persons residing in India. Subsequently goods are sold to diplomats / privileged 
persons according to their requirement. 

 Such diplomatic bonded warehouse needs to operate as special warehouse – i.e., shall be working under physical 
control of customs (under lock and keys of customs) 

 



 

 

 
DUTY FREE SHOPS: Related Warehousing provisions 

Expected Question 

1.    Does a DFS operator need to apply for a warehouse licence? 

Yes. Any person who is running a Duty free Shop should apply for a licence under Section 58A.  

The licensed premises is to be used for storage of the bonded goods, before they are removed to a Duty Free Shop.  

 

2.    Are there any restrictions on the items that can be stored in a warehoused licensed under section 58A? 

There is no restriction on the items that can be stored in a special warehouse under Section 58A as long as the goods are 
removed to a DFS under physical escort by the Bond officer.  

 
  

Movement of goods from Customs Station (port) to Customs Warehouse – related EWB Provisions 

1.    Warehousing to public or private warehouse 
. 

Such movement does not take place under customs escorts/ supervision. 

EWB will be required for movement of such goods. 

 

1.    Warehousing to SPECIAL warehouse 
. 

Such movement takes place under customs escorts/ supervision. 

EWB will not be required for movement of such goods – Rule 138(14) of CGST Rules, 2017 

 

 
6. Sankesh collaborators, has deposited imported goods in a private warehouse. Proper officer intends to supervise 

and have physical control over such goods and expects the licensee not to allow removal of goods without his 
permission. To what extent intention of the proper officer is correct ? 

 [Nov 2017—2 Marks] 

Ans. Since it is a case of private warehouse, the physical control no longer exists. However, any removal of goods can be only with 

permission obtained by filing ex-bond bill of entry. 

 
WAREHOUSING BOND – Sec 59 

  
  

7. Sankesh collaborators, has wholly transferred ownership of warehoused goods to another person and is seeking 
cancellation of bond executed under section 59 of the Customs Act, 1962. Explain whether this is permissible 
and mention conditions to be imposed, if any.  

[Nov 2017—2 Marks] 

Ans. Yes, it is permissible. New bond will have to be executed by the transferee. 

 

 
WAREHOUSING PERIOD AND WAREHOUSING INTEREST 

 
  

8. What is the period prescribed for keeping the goods in warehouse?  

 (3 Marks) 

Ans. Sec 61 of the Customs Act prescribes the period for which goods may be warehoused. The permissible period in terms of 

Sec 61 is as follows: 

i)  In respect of goods intended for use by an 100% EoU or EHTP Unit or STP unit or goods intended for use in 
any warehouse wherein manufacture or other operations have been permitted u/Sec 65, the permissible 
warehousing period shall be as follows: 
a) In respect of capital goods, permissible warehousing period shall be till their clearance from the warehouse; 

b) In respect of any other goods, permissible warehousing period shall be till their consumption or clearance from 

the warehouse; 
. 



 

 

ii) In other cases, the period permissible is 1 year from the date on which PO has made ‘warehousing order’ u/Sec 
60.  (Principal CC/ CC may extend this period by 1 year at a time. Similarly, if such goods are likely to deteriorate,  Principal 
CC/CC may reduce this to such shorter period as he thinks fit.) 

. 

  

9. What is ‘interest free period’ in respect of warehoused goods under the Customs Act, 1962? Whether the interest 
is payable when warehoused goods are exempt from duty on the date of clearance?     

                     [CS Final, Dec 2002--4 marks] 

Ans. Sec 61 of the Customs Act prescribes the period for which goods may be warehoused. It also provides for the period for 

which goods may remain in the warehouse without incurring any interest liability. The period for which goods may remain in 
the warehouse without attracting any interest liability is called as “interest-free warehousing period”. 

  As per provisions of that section, the interest-free period is as follows: 

i) In respect of goods intended for use by an 100% EoU or EHTP Unit or STP unit or goods intended for use in 
any warehouse wherein manufacture or other operations have been permitted u/Sec 65, entire permissible 
warehousing period is interest free period. 

ii) In respect of any other goods, the interest-free period is 90 days from date on which PO made warehousing order.  
 

*Special Provisions: 

CBEC considers it necessary so to do, in the public interest, it may,— 

(a) by order, and under the circumstances of an exceptional nature, to be specified in such order, waive the whole or 
any part of the warehousing interest; 
 

(b) by notification in the Official Gazette, specify the class of goods in respect of which no warehousing interest 
shall be charged; 

N/N 147/2015- Customs: Imported Crude stored/ warehoused in underground rock caverns – is exempt 
from levy of warehousing interest u/Sec 61. 

 
 

(c) by notification in the Official Gazette, specify the class of goods in respect of which the warehousing interest 
shall be chargeable from the date of passing of warehousing order itself.   

 

 

 

 Interest Liability if goods get exempt from duty:- As per the provisions of Sec 61 of the Customs Act, warehousing 
interest is chargeable on the amount of duty which is payable at the time of clearance of warehoused goods from the warehouse. 

So, if no duty is payable on goods at the time of their clearance on reason of their being exempt from duty as on that date, no 
interest would be payable. This is on account of the reason that if the principal is zero, then interest would also be zero. In this 

context, the Hon’ble SC in the celebrated case of PRATIBHA PROCESSORS-1996 has also held that “the interest provided 
under Section 61(2) has no independent or separate existence. Payment of interest under Section 61(2) is solely dependent 
upon factual liability to pay the principal amount, that is, the duty on the warehoused goods at the time of delivery. If at that 
time, the principal amount (duty) is not payable due to exemption then, warehousing interest is also not 
payable” 

 

10. Briefly examine with a note the correctness of the following statement Custom Act 1962: 

      “Interest on warehoused is chargeable only after the expiry of warehousing period specified u/s 61(1) of 
Customs Act 1962”. 

(May 2010 4 Marks) 

Ans. The given statement is INCORRECT. 

  Interest in respect of warehouse goods, interest shall be chargeable only with in terms of provisions of Sec 61 of Customs Act, 

1962. Interest is chargeable only when goods are imported by an entity other than 100% EoU / EHTP/ STP and such entity is 
not availing manufacturing facility u/Sec 65. 

o Such entity is liable to pay warehousing interest immediately after expiry of 90 days from the date of 
warehousing order. 

o Interest shall be chargeable on final duty payable at time of clearance of goods from warehouse. 

o Interest shall be chargeable @15% p.a. 

Interest shall be chargeable as per Sec 61 only and not as per Sec 47.  

o Interest as provided u/Sec 47 is applicable only in respect of goods cleared from customs station for home consumption. 

o In respect of warehoused goods, interest is chargeable as per provisions of Sec 61 only.   

 

 



 

 

  

11. M/s DG Ltd imported certain goods, for which warehousing order was obtained on 1st April, 20XX. The goods 

were acutally warehoused on 3rd April, 20XX for a period of 1 year. An ex-bond bill of entry for home consumption 
was filed on 1st Oct, 20XX, which were returned to M/s DG Ltd duly assessed on 3rd Oct, 20XX. The duty amount 

of Rs 5 lakhs was paid by assessee on 13th Oct, 20XX. The period from 4th Oct, 20XX to 13th Oct, 20XX contained 
2 customs holidays. The Department has demanded following: 

 (a) Warehousing Interest u/s 61(2) for storage of goods beyond the prescribed statutory period; and 

 (b) Delayed payment interest u/s 47(2) for delay in payment of duty beyond the prescribed statutory period; 

 Compute the interest, if any, payable by M/s DG Ltd.  

                                (3 Marks) 

Ans. Warehousing interest u/s 61(2) 

 M/s DG Ltd, the importer, is not an 100% EoU or EHTP/STP Unit. Further, assuming that he is not carrying out any manufacture 

of other operations in the warehouse, the permissible warehousing period to him is 1 year from date of warehousing order in 
terms of Sec 61. Sec 61 provides that if the warehoused goods remained in warehouse beyond 90 days from date of 

warehousing order, then warehousing interest @ 15% p.a. shall be payable on such goods on the amount of duty payable at 

the time of removal of goods from warehouse.  

 As per the given facts,  

1. Date of warehousing Order = 1st April, 20XX 

2. Interest free period of 90 days (shall be counted from date of warehousing order)  will end on 30th June, 20XX 

3. Period for which warehousing interest is payable = (from 1st July, 2017 to 13th Oct, 20XX) = 105 days 

 

       Thus, warehousing interest payable in terms of Sec 61(2): 

 = 5,00,000 * 15% * 105/365 =  Rs 21,575/- 

 
 Delayed payment interest u/s 47(2) 
 Sec 47(2) provides for payment of interest 15% p.a. if the importer fails to pay the assessed duty on the day of presentation 

of bill of entry for home consumption. CBEC has clarified that interest u/s 47 is payable only in respect of clearance from port 
directly for home consumption. Sec 47 is not applicable when goods are cleared from warehouse for home consumption. Thus, 
in the instant case, though importer had paid assessed duty on the same day of presentation of bill of entry, no interest u/s 
47(2) is payable. 

 

 

 

WAREHOUSED GOODS – RIGHTS OF VARIOUS PARTIES  
 

12. Write a brief note on the owner’s right to deal with the warehoused goods u/s 64 of the Customs Act, 1962?

  

    (May 2013- 3 Marks)   (May 2013 & Nov 2009 – 4  Marks) 

Ans. Sec 64 of the Customs Act, 1962 (as amended by FA, 2016) grants certain rights to the owner of the warehoused goods. 
These rights are as follows: 

i) He can inspect the goods. 

ii) He can sort the goods. 

iii) He can deal with their containers in such manner as may be necessary to prevent loss or deterioration or damage to the 
goods. 

iv) He can show the goods for sale. 

 

 

CLEARANCE FROM WAREHOUSE 
 

13. Explain the provisions of section 67 and section 69 of Customs Act with respect to the following 

(a) Transfer from one warehouse to another 

(b) Clearance of warehoused goods for home consumption 

(c) Clearance for exportation  

(3x3=9 Marks) 

Ans. (a) Sec 67 of the Customs Act permits the transfer of warehoused goods to another warehouse without payment of duty. 

The owner can remove warehoused goods for transfer to another warehouse subject to permission of proper officer. 



 

 

The proper officer may permit such removal subject to various conditions for the due arrival of such goods at another 
warehouse.  

 

 (b) Sec 68 of Customs Act, 1962 provides the procedure for affecting clearance of warehoused goods from the customs 
warehouse. The procedure is as follows: 

  (a)   Bill Of Entry for home consumption (Ex-Bond Bill of Entry) in respect of such goods has been presented;  

  (b)  The import duty, interest, penalties and fine payable in respect of such goods has been paid; and  

  (c)  An order for clearance of such goods for home consumption has been made by the Proper Officer.  

 

 (c) Sec 69 of the Customs Act provides for exportation of warehoused goods without payment of import duty 
subject following conditions: 

i. A Shipping Bill Or Bill Of Export has been presented and in case goods are exported by post, the form 
prescribed u/Sec 84 has been presented*; 

ii. The export duty, interest, fine and penalties in respect of such goods should have been paid.; and 

iii. An order for clearance of such goods for exportation shall have been made by the proper officer. 

 

  However, section 69(2) empowers Central Government to either not permitting the export without payment of duty or 

permitting export without payment of duty but only subject to certain restrictions and conditions, if CG  is of the opinion 
the goods so exported are likely to smuggled back into India. 

    
**. Not only commercial exports are permissible from warehouse, but ‘postal exports (exports of small value’) are also allowed 

from warehouse.  

 

14. Goods were imported in Feb, 20XX and were cleared from Mumbai Port for warehousing on 14th Feb, 20XX after 

assessment. Assessable value was Rs 10,000 calculated on the basis of rate of exchange of Rs 62 = 1 US Dollar. 

The rate of duty on that date was 25%.  The goods were warehoused at Nasik and were cleared from Nasik 

warehouse on 3rd March, 20XX, when rate of duty was 15% and exchange rate was Rs 64 = 1 US Dollar. What 
is the duty payable while removing the goods from Nasik on 3rd March, 20XX?  

                     [CS Final, Dec 2002 – 4 marks] 

Ans. Assessment of duty requires determination of 3 things, namely, applicable rate of exchange, assessable value based upon that 

rate of exchange and the applicable rate of duty. Now, so far as the determination of applicable rate of exchange is 
concerned that shall be determined in terms of proviso to Sec 14(1) of the Customs Act, 1962. Proviso to Sec 14 

provides that applicable rate of exchange for imported goods would be the date of presentation of bil l of entry (whether for 
clearance for home consumption from port or for clearance deposit in warehouse) under section 46 of the Customs Act. Thus, 
the applicable rate of exchange in the given situation shall be Rs 62 = 1 US Dollar. Thus, assessable value based upon that 

rate of exchange shall be applicable AV. Hence, assessable value shall be taken to be Rs 10,000/-. 

     Regarding applicable rate of duty, Sec 15(1)(b) is applicable. As per Sec 15(1)(b), in case of clearance of goods 
from warehouse, the applicable rate of duty would be as prevailing on the date of presentation of bill of entry for home 

consumption under section 68 of Customs Act. Thus, the applicable rate of duty in the given situation shall be 15%. 

  Accordingly, the duty payable by the importer shall be Rs 1,500/-[Rs 10,000 * 15%]. 

 

15. 'X', an importer, (other than 100% EOU, STP unit, EHTP unit) imported some goods and deposited them in the 
warehouse on 12.04.20XX. These goods were re-exported without payment of duty on 15.08.20XX. With 
reference to the Customs Act, 1962, discuss whether any interest under section 61(2) of the customs Act, 1962 

is payable by 'X'? 

 

Ans. As per section 61(2) of the Customs Act, 1962, if goods (belonging to importer other than 100% EOU, STP unit, EHTP unit or 

those availing manufacturing facilities in warehosue) remain in a warehouse beyond a period of 90 days from the date on which 
the order under section 60(1) is made, interest is payable @15% p.a. on the amount of duty payable at the time of clearance 

of the goods, for the period from the expiry of the said 90 days till the date of payment of duty on the warehoused goods. 

      In Pratibha Processors -1996- SC,  the Apex Court has held that when goods at the time of removal from warehouse are 

wholly exempted from payment of duty, the liability to pay interest cannot be saddled on a non-existing duty. Liability to pay 
interest under section 61(2) of the Customs Act is solely dependent upon the actual liability to pay duty. In case the liability to 
pay duty is nil, then, the interest will also be nil. 

      Therefore, since in this case the goods have been re-exported without payment of duty, no interest is payable by 'X'. 

 

 



 

 

Related Question:  

Can the goods imported and stored in a warehouse be RE-EXPORTED without payment of import duty after expiry of the 
warehousing period?                                       

[CS Final, June 2004--3 marks] 

Sec 69 of the Customs Act allows export of warehoused goods from the warehouse without payment of any import duty. And Sec 72 
of the Customs Act lays down that where any warehoused goods have not been removed from a warehouse at the expiration of the 
permitted warehousing period, then the proper officer may demand, and on such demand the owner of such goods has to forthwith pay 
the related dues. 

 The issue for consideration is whether Sec 69 which allows export from warehouse shall be operative only during the permitted 
warehousing period and Sec 72 shall be operative after that or shall Sec 69 be applicable even after the expiry of permitted warehousing 
period. 

 CBEC has issued Circular[Circular No. 3/2003] to the effect that whenever any request for export is made in terms of Sec 69 of 
the Customs Act, then such export shall be allowed but prior to such allowance Principal CC / CC shall extend the period so as to bring 
that period within the limit of the permissible period. Thus, proper course of action for the exporter in this sit uation shall be first to file 
application seeking extension of warehousing period and thereafter, file shipping bill or bill of export with the Proper Offi cer for export of 
goods. 

 

Tutorial Notes: 

1. Student shall carefully note that CBEC Circular is not contrary to decision of Hon’ble SC in case of M/s SBEC SUGARS LTD -2011.  

2. In that decision, SC said ‘‘goods which are not removed from a warehouse within the permissible period (including extension) are 
treated as goods improperly removed from the warehouse. Such improper removal takes place when the goods remain in the 
warehouse beyond its permitted period (including extension)’.  Students shall note that this decision is applicable only afte r expiry 
of permitted warehousing period. 

3. What the Circular is stating that warehousing period shall be extended by Customs Officer so as to make such clearances withi n 
the regime of permitted warehousing period. Once that is done, aforementioned decision has no appl icability.  

. 

 

 

 

REMISSION OF DUTY : Notified Volatile Goods – quantity loss - SEC 70  
 

16. Write a brief note on “remission of duty in case of volatile goods” under section 70 of the Customs Act 1962. 

(Nov 2012 - 3 marks) (Nov 2017- 2 Marks)  

0r 

Enumerate the goods specified as volatile for the purposes of section 70 of the Customs Act 1962. 

 (Nov 2017- 2 Marks)  

Ans. Section 70 of the Customs Act, 1962 specifically provides for remission of duty on notified warehoused goods found to be 

deficient in quantity on account of natural loss. Remission benefit under sec 70 is available only subject to fulfillment of two 
basic conditions: 

i) The loss should be in respect of such goods as have been notified by the CG** under section 70 having regard to the 

volatility of the goods. 

ii) The loss should be attributable to natural reasons like evaporation etc. 

 

** List of Notified Goods  (Latest notification – N/N 3/2016 – dated 11 Jan, 2016) 

(a) aviation fuel, motor spirit, mineral turpentine, acetone, methanol, raw naptha, vaporizing oil, kerosene, high speed diesel 
oil, batching oil, diesel oil, furnace oil and ethylene dichloride, kept in tanks; 

(b) wine, spirit and beer, kept in casks; 

(c) liquid helium gas kept in containers; and 

(d) crude stored in caverns.  

  
 Cask = it is a container that is shaped like a barrel and is used for holding liquids 

 Caverns = It is a chamber in a cave Storage of crude oil and other petroleum products in unlined caverns is a well-proven technique, 

with successful implementation in many parts of the world.  

 

17. An importer having received 100 casks of whisky from Scotland by a vessel, warehouses them in a bonded place. 
Each cask is reported to contain 1,000 litres. At the time of removal of goods, it is found that 50 of the cases 
contained only 980 litres each. The importer claims that there has been a loss in storage and hence no duty can 
be levied on the shortage. Explain the relevant provisions of the Customs Act, 1962 regarding shortage of 

volatile goods and state with reason, how you would decide the case.  

                                (3 Marks) 



 

 

Ans. Section 70 of the Customs Act, 1962 specifically provides for remission of duty on notified warehoused goods found to be 
deficient in quantity on account of natural loss. Remission benefit under sec 70 is available only subject to fulfillment of two 

basic conditions: 

i) The loss should be in respect of such goods as have been notified by the CG under section 70 having regard to the volatility 
of the goods. 

ii) The loss should be attributable to natural reasons like evaporation etc. 
 

 Under the given situation, the good in question is “whisky” which is a notified good for the purpose of Sec 70 (being covered 
by the expression “Spirit kept in cask”). The deficiency in quantity is that of 1,000 litres (20 Litres short in 50 casks). In terms 

of percentage deficiency is 1% of the total quantity imported, which can reasonably be attributed to loss on account of natural 
reasons. Both the conditions which justify remission of duty stands fulfilled in this case and therefore, remission benefit shall 

be admissible. 

 

 

 

PROPER REMOVAL VS IMPROPER REMOVAL 
 

18. State briefly the circumstances under which goods deposited in a bonded warehouse could be removed under 
the Customs Act, 1962. 

(3 Marks) 

Ans. Sec 71 of the Customs Act provides the circumstances under which goods deposited in a warehouse can be removed under 

the Customs Laws. The circumstances are as follows:--  

 i) Removal to another warehouse: If goods needs to be transferred to another warehouse for any reason whatsoever, 
then goods may, subject to permission of Proper Officer, be removed from warehouse for transfer to another warehouse 

(Sec 67). 
 

 ii) Clearance for home consumption: When goods are required for home consumption in India, they can be so cleared 

by following the procedure of Sec 68 of Customs Act. 
 

 iii) Clearance for exportation: When goods are to be exported to a place outside India, they can be directly exported 
from warehouse without payment of import duty by following the procedure of Sec 69 of Customs Act. 

 

 iv) Removal for other permissible purposes: The warehoused goods can also be removed for any other purpose for 

which removal has permitted by any other provisions of Customs Act. 

 

 

19. Mention the circumstances under which goods are considered to have been removed improperly from a 

warehouse under the Customs Act.  

                                                                            (5 Marks) 

Ans. Sec 72 of the Customs Act provides the circumstances under which goods are considered to have been improperly removed 
from a warehouse. It provides 4 such circumstances. The circumstances are as follows:--  

(a) Where any warehoused goods are removed from a warehouse in contravention of section 71; 
 

(b) Where any warehoused goods have not been removed from a warehouse at the expiration of permissible 
warehousing period; 

 

(c) When warehoused goods have neither been cleared for home consumption or exportation nor duly accounted for to 
the satisfaction of the PO. 

 
 

  

20. Vipul imported certain goods in May, 20XX. An 'into Bond' bill of entry was presented on 14th Dec, 20XX and 

goods were cleared from the port for warehousing. Assessable value on that date was US $1,00,000*. The order 
permitting the deposit of goods in warehouse for 4 months was issued on 21st Dec, 20XX. Vipul deposited the 

goods in warehouse on the same day but did not clear the imported goods even after the warehousing period 
got over on 20th April, 20X1.  

    A notice was issued u/Sec 72 of the Customs Act, 1962, demanding duty, interest and penalty. Vipul cleared the 
goods on 15th May, 20X1. Compute the amount of duty and interest payable by Vipul while removing the goods 

on the basis of following information : 



 

 

Particulars 14th Dec, 20XX 20th April, 20X1 15th May, 20X1 

Rate of exchange per US $ (as notified by CBEC) Rs 65.20 Rs 65.40 Rs 65.50 

Basic Customs Duty 15% 10% 12% 
. 

Note: BCD and SWS are payable. Ignore IGST and GST Cess.  

[Nov 2014- 5 Marks] [Nov 2017- 5 marks] 

 

Ans.     COMPUTATION OF DUTY PAYABLE BY VIPUL 

Particulars Rs. 

Assessable Value [US$ 1 lakh × Rs. 65.20 per US$] 

(Rate of exchange means the rate of exchange in force on the date of presentation of bill of entry for 
warehousing under Sec 46 i.e., rate in force on 14-12-20XX viz. Rs. 65.20 shall be applied) 

65,20,000 

Customs Duty @11% 

(Rate of duty in force on date of deemed removal u/Sec 72 viz. date of expiry of warehousing period 
(20th April, 20X1) i.e. 10% shall be applied.  

- Further, considering SWS, applicable effective rate shall be 11%.) 
 

7,17,200 

Notes : 

i) Relevant date for Rate of Exchange: As per section 14, the relevant rate of exchange shall be that rate which is in force 
on the date on which the Bill of Entry is presented for warehousing. Hence, relevant exchange rate is 1 US $ = Rs. 65.20 

prevalent on 14th December, the date on which B/E for warehousing is presented. 

 

ii) Relevant Date for Rate of Customs Duty: As per SC in the case of SBEC SUGAR LTD- SC, the last date on which 
goods should have been removed is taken as the ‘deemed date of removal’ and the relevant rate of duty is the rate prevalent 

in that date. [Also in case of JSW STEEL LTD.- 2015-SC, Hon’ble SC held that the goods remaining in the warehouse 
beyond the permitted period are deemed to be removed on expiry of permitted period and duty is payable at the rate of 

duty in force on date of deemed removal.] 

 

Computation of Interest under Section 61: Rahul would also be liable to pay interest u/Sec 61 @15% for period beyond 

90 days from date of depositing into warehouse as follows — 

Particulars Rs. 

Date of order permitting deposit of goods into warehouse 21st Dec, 20XX 

Expiry of interest-free permitted period = 21st Dec, 20XX + 90 days 21st March, 20X1 

Date of Payment of Duty 15th May, 20X1 

No. of days for which interest payable [15th May, 20X1  -- (minus) 21st March, 20X1]  

(10 days of March + 30 Days of April + 15 days of May) 

55 days 

Interest @15% p.a. = Duty Rs 7,17,200 × 15% p.a. × 565days ÷ 365 days  (rounded off) 16,211 

 

 

 

MANUFACTURE IN WAREHOUSE- Sec 65 
 

21. Explain in brief the provisions in customs law for IN-BOND MANUFACTURE. 

 (6 Marks) 

Ans. Sec 65 of the Customs Act provides for facility of manufacture within the warehouse. When availing this facility, an importer 

carries out the manufacturing process in the warehouse itself, then his activity is known as “in-bond manufacturing”. 

 For availing this facility, sanction of Principal CC or CC is must. Post FA, 2016, no fee is also payable for this 
facility. 

 Sec 65 provides for treatment of waste or refuse which arise as a result of in-bond manufacturing operations. As per Sec 
65, such waste or refuse shall be dealt in the following manner: 

(i) Where the final product resulting from such operation is exported, import duty shall be remitted on the 
quantity of the warehoused goods contained in such waste or refuse. Such remission shall be granted if either such 
waste or refuse is either destroyed or duty is paid on such waste or refuse as if it had been imported into India as 
waste or refuse itself. 

 
(ii) Where the final product resulting from such operation is cleared from home consumption, import duty 

shall also be payable on the quantity of the warehoused goods contained in such waste or refuse.  



 

 

22. Examine the validity of the following statement with brief reasons: 

  “If finished products are cleared for home consumption, then appropriate duty of customs should be levied on 

the imported goods content in the waste or refuse”.  

(3 Marks) 

  

Ans. The given statement is valid. Sec 65 of the Customs Act, 1962 provides for the treatment of waste/refuse arising as a result 
of manufacturing activity in warehouse. It provides that where the resultant final product is cleared upon payment of appropriate 

duty, then import duty shall be payable even on that quantity of imported goods as is contained in waste/refuse. 

 

23. In the context of Sec 65 of Customs Act, 1962, explain briefly ‘relevant date’ for determination of rate of duty 

leviable on the import material content in the waste / refuse.  

 (Nov 2007- 3 marks) (May 2017 - 3 Marks) 

  

Ans. Where an importer avails of manufacturing facilities in warehouse as permitted u/Sec 65, he warehoused one goods (the one 
which he imported) and removed another goods (goods resulting from manufacturing activity undertaken in warehouse). Now, 

if duty is charged on waste/scrap resulting from such operation, then relevant date for purposes of determination of 
duty liability shall be as provided in Sec 15(1)(c) of CA, 1962 , i.e., the date of payment of duty. As per Sec 15(1)(c) of 

CA, 1962, the relevant date for determination of rate of duty shall be the date of payment of duty. 

 
Author: Sec 15(1)(b) shall not be applied in this case. 

- Warehoused goods are different. 
- Goods removed from warehouse are different from warehoused goods. 
 . 

 

 

 

Warehousing Without Warehousing [also known as BONDING without BONDING] 

 

 

24. Write short note on --- Warehousing without warehousing 

                                                                        [CWA Final, Dec 2004 – 4 marks] 

Ans. Warehousing without warehousing refers to a situation where goods are allowed to be stored into the Customs warehouse 
without insistence upon compliance of all or any of the conditions relating to the normal warehousing provisions contained in 

Sec 57 to 73 of the Customs Act, 1962. 

  Under Customs Laws, warehousing without warehousing is permissible under the following three situations: 

i)  If the importer makes and subscribes to a declaration before the PO, to the effect that he is unable for want of full 

information to file bill of entry in relation to the goods, the PO may, permit him, without filing of any bill of entry 
at all, to deposit the goods in a public warehouse without warehousing the same.[Proviso to Sec 46 of Customs 

Act] 

 

ii)  Where in the case of any imported goods, in respect of which bill of entry for home consumption or for warehousing 

has been filed by the importer, the AC/DC is satisfied on the application of the importer that the goods cannot be 
cleared for home consumption or for deposit into warehouse within a reasonable time, such goods may, pending clearance, 

be permitted to be stored in public warehouse. However, warehousing in such cases shall be for a maximum period 
of 30 days, subject to further extensions by Principal CC / CC but maximum of 30 days a time [Sec 49 of Customs Act] 

 

iii) Where bill of entry for warehousing is filed for any imported goods AND the importer makes and subscribes to a 

declaration that the goods are to be supplied as stores either to ‘foreign going vessel or aircraft’ or ‘vessel of Indian Navy’ 
as provided in Chapter XI of Customs Act, then the PO may permit the goods to be warehoused without the goods 

being assessed to duty, i.e, without execution of any warehousing bond. [Sec 85 of Customs Act*] 

 
* Author: Such stores is allowed to be warehoused only under SPECIAL WAREHOUSE licensed u/Sec 58-A – warehouse which operates 
under physical control of customs, i.e., under lock and keys of customs. 

  



 

 

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:   

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 



 

 

Duty drawback is granted at reduced rate as 

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

 

. 

** 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, admissib le 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 buyer 

shall be liable to pay ‘sale proceeds to the seller’. In such case, condition of realization of foreign exchange stands fulfi lled 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 inputs 
was Rs. 1,95,000. He has approached you, as a consultant, to apply under Rule 7 of the drawback rules for fixation of ‘specia l 
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). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

BAGGAGE 

 

BAGGAGE- MEANING  
 

1. Define - Baggage. 

[CS Inter, Dec 2004 // CS Inter, June 2005] 

Ans. Baggage is synonymous with luggage. In general words, it means articles of personal use of a person (passenger). The word 
‘baggage’ is a comprehensive term which means the luggage of a passenger, accompanied or unaccompanied, and comprises 

of the trunks or bags and the personal belongings of the passenger contained therein. Customs Act, 1962 has defined the 
term “baggage”, but only in an inclusive manner. It has been defined u/s 2(3) to include unaccompanied baggage but 

excluding motor vehicle. 

  

2. Whether gold belt tied around waist by a passenger arriving into India is also ‘baggage’ and needs to be declared 

u/Sec 77? 

 

Ans. Yes, ‘baggage’ shall cover not only the goods carried in handbag but it shall also cover articles carried on the body. [MAYOR 
HANS GEORGE –1999-SC] 

 
Author: Infact, Rule 3 and Rule 4 of Baggage Rules, 2016 explicitly provides that general free allowance limit shall be applicable to  both 
goods carried on in person and in accompanied baggage of the passenger. 
 

  
 

CLEARANCE OF BAGGAGE- DECLARATION OF CONTENTS  
  

3. Discuss the validity of following statement: 

 (a) Declaration of Content u/Sec 77 is not required to be filed by passenger carrying goods within duty-free 
limit and passing through ‘green channel’ 

 

Ans. The given statement is valid. 

 Sec 77 provides for filing of declaration of contents of baggage. The manner of filing of declaration of contents is as prescribed 
by CBEC. CBEC has framed Customs Baggage Declaration Regulation, 2013. As per presently prevailing regulation, 

declaration of content is to be filed in all the cases – irrespective of goods being within duty free limit and passenger entitled 
to move through green channel. 

 

 

TEMPORARY DETENTION OF BAGGAGE 

 
  

4. Explain briefly the provisions relating to temporary detention of baggage under Customs Act.            

(May 2000 -5 Marks) 

Ans. Section 80 of the Customs Act, 1962 contains the provisions regarding the temporary detention of baggage of a passenger 

coming into India. It provides that where the baggage of a passenger contains any article which is dutiable or the import of 
which is prohibited and in respect of which true declaration has been made under Section 77, the proper officer may at the 

request of the passenger detain such article for the purpose of being returned to him on his leaving India.  

     The purpose of Sec 80 is to safeguard the interests of the passengers who may not be aware or well versed with the customs 

laws of India. Such passengers might have brought with themselves goods which are prohibited for importation under Indian 
Customs Laws. In respect of such goods, a true declaration shall be made by the passenger and request shall be made to the 

Proper Officer for temporary detention of same. Similarly, if there is any good which the passenger is carrying in his baggage 
but which is not of any use in India, then instead of clearing such item upon payment of duty and then claiming duty drawback 
under section 74 on re-export thereof, the passenger can prefer to leave those goods in the custody of Customs Officer. 

      An article which is detained by the Customs Department under sec 80 shall be returned to the passenger at the time of his 

leaving India. But if on account of any reason, if the passenger is not able to collect that article, then such article can be 



 

 

returned to him through any other passenger authorized by him and leaving India. Otherwise, it can be send as cargo consigned 
in his name. 

 

5. Hemal K. Shah, a passenger, who arrived at Ahmedabad Airport, declared the total value of goods as Rs 13,500 

in the disembarkation slip. On detailed examination of his baggage, it was found to contain Saffron, Unicore 

Rhodium Black, Titan Wrist watches, Mobile Phones, assorted perfumes, Imitation stones and bags. Since, the 
said goods were in commercial quantity and did not appear to be a bona fide baggage, the said goods were 

placed under seizure.  

     The passenger admitted the offence but requested for re-shipment of the said goods in terms of Sec 80 of 

Customs Act. However, the adjudicating authority denied his claim for re-export un/Sec 80.  

 Discuss whether rejection of request of re-export is proper?  

(5 Marks) 

Ans. Rejection of request for re-export is proper. 

 On identical facts, in case of HEMAL SHAH- 2011, it was held that the passenger had grossly mis-declared the goods with 

intention to evade duty and smuggle the goods into India. As per the provision of section 80 of Customs Act, 1962 when the 
baggage of the passenger contains article which is dutiable or prohibited and in respect of which the declaration is made under 

section 77, the proper officer on request of passenger detain such article for the purpose of being returned to him on his leaving 
India. Since passenger neither made true declaration nor requested for detention of goods for re-export, before customs at the 

time of his arrival at airport. So, the re-export of said goods cannot be allowed under section 80 of Customs Act. 

 

 
 

DUTY ON BAGGAGE  
 

 

6. Explain in brief the duty exemption to baggage under Section 79(1) of the Customs Act, 1962. 

(May 2010- 3 Marks) 

Ans. Sec 79 provides exemption from customs duty to bona-fide baggage of passengers. It provides that: 

i) Used goods in baggage shall be allowed to be cleared duty-free without any limit. 
ii)  Unused goods in baggage of passenger shall also be allowed to cleared duty-free up to certain limits as set in Baggage 

Rules, 2016. Baggage Rules, 2016 has prescribed different limits for different kind of passengers (e.g, for tourists, for 
professionals, for person transferring resident to India) 

 

 

BAGGAGE RULES, 2016  

 
 

RULE 3 / RULE 4: GENERAL DUTY FREE ALLOWANCES 
 

 

7. Mr. C, an Indian resident, aged 30 years, returned to India on 10-04-20XX after visiting England. He had been 
to England on 01-04-20XX. On his way back to India he brought following goods with him — 

 (1) Personal effects like clothes etc. valued at Rs. 1,00,000; 

 (2) 1 litre of Wine worth Rs. 15,000; 

 (3) A digital Camera worth Rs. 55,000; 

 (4) A Mobile worth Rs. 25,000. 

 What is the customs duty payable? 

 

Ans. Mr C = Indian Resident (other than infant) arriving from country other than Nepal, bhutan and Myanmar, thus, his baggage is 
allowed duty free clearance in terms of Rule 3 of Bagagge Rules, 2016 

 (1) Travel Souvenirs  

 (2) Used personal effects 

 (3) Other articles (except Annexure-1 articles) upto Rs 50,000. 



 

 

. 

 

 

Computation of Custom duty payable by Mr. C (amount in Rs) 

 Baggage Articles Total Value Duty free limit Import Duty 

Mr C 

[Indian 

Resident] 

Used personal effects 1,00,000 All articles Nil 

Travel souvenirs --- --- ---- 

Other Articles     

 Annexure-1 Article --- --- --- 

 Other articles 

o 1 liter wine  -15,000 

o A camera – 55,000 

o 1 mobile – 25,000 

95,000 50,000 17,325  [45,000 @ 
38.50%] 

 

Total Customs Duty payable 17,325   
 

Whether there will be change in yours answer  
(a) if passenger is Tourist of foreign origin? 

Computation of Custom duty payable by Mr. C (amount in Rs) 

 Baggage Articles Total Value Duty free 
limit 

Import Duty 

Mr C 

[Indian 

Resident] 

Used personal effects 1,00,000 All articles Nil 

Travel souvenirs --- --- ---- 

Other Articles     

 Annexure-1 Article -- --- --- 

 Other articles 

o 1 liter wine  -15,000 

o A camera – 55,000 

o 1 mobile – 25,000 

95,000 15,000 30,800  [80,000 @ 
38.50%] 

 

Total Customs Duty payable 30,800   
 

(b) If passenger is Indian resident but has returned from Nepal through land route? 

Computation of Custom duty payable by Mr. C (amount in Rs) 

 Baggage Articles Total Value Duty free 
limit 

Import Duty 

Mr C 

[indian 
Resident] 

Used personal effects 1,00,000 All articles Nil 

Travel souvenirs --- --- ---- 

Other Articles     

 Annexure-1 Article -- --- --- 

 Other articles 

o 1 liter wine  -15,000 

o A camera – 55,000 

o 1 mobile – 25,000 

95,000 Nil 36,575  [95,000 @ 
38.50%] 

 

Total Customs Duty payable 36,575   

 

8. Mrs. A, a person of Indian origin, aged 40 years came to Indian on tour along with her baby aged 1½ years. She 

carried with her following goods : 

(1) Personal effects like clothes of Mrs. A valued at Rs. 40,000 

(2) Used personal effects of infant valued at Rs. 60,000 

(3) Laptop worth Rs. 65,000 

(4) Travel souvenirs valued at Rs. 25,000 

(5) 1 litre wine worth Rs. 5,000 

(6) Mobile worth Rs. 20,000 

(7) Digital camera Rs. 60,000 

(8) Cigars 20 worth Rs. 1,340 

 What is the customs duty payable ? 
 

Ans. 



 

 

 Baggage Articles Total Value Duty free limit Import Duty 

Infant Used personal effects 60,000 All articles Nil 

 

Mrs A Used personal effects 40,000 All articles Nil 

Travel souvenirs 25,000 All articles Nil 

Other Articles     

 Annexure-1 Article --- ---- ---- 

 Other articles 

o Laptop 

o All others 

65,000 

86,340 

Separately exempt 

50,000 

Nil  

13,991  [36340 @ 38.50%] 

 

Total Customs Duty payable 13,991/- 

 

9. Mr. Fang a tourist of Chinese origin aged 22 years came to Indian on tourist visa for period of one month on 1-
4-20XX along with his wife aged 20 years and child Jing aged 2 years. He brought the following items along with 

him : 

(1) personal effects like clothes of Mr. Fang valued at Rs. 40,000, of Mrs. Fang valued at Rs. 50,000 and of 

the Jing worth Rs. 25,000. 

(2) 2 laptop computers worth Rs. 36,000 each. 

(3) 3 bottles of wine of 1 litre each of total value of Rs. 6,000. 

(4) Digital camera worth Rs. 11,000. 

(5) Mobile worth Rs. 15,000. 

 What is the customs duty payable ? 
 

Ans. 

 Baggage Articles Total Value Duty free limit Import Duty 

Infant Used personal effects 25,000 All articles Nil 
 

Mr Fang Used personal effects 40,000 All articles Nil 

Travel souvenirs ---- ---- --- 

Other Articles     

Annexure-1 Article    

Other articles  

 1 Laptop 

 All others (2 lt wine + digital 

camera) 

 

36,000 

15,000 

 

Separately exempt 

15,000 

 

Nil  

Nil 

 

Mrs Fang Used personal effects 50,000 All articles Nil 

Travel souvenirs ---- ---- --- 

Other Articles     

Annexure-1 Article    

Other articles 

 1 Laptop 

 All others (1 Lt wine + Mobile) 

 

36,000 

17,000 

 

Separately exempt 

15,000 

 

Nil  

770  [2,000 @ 38.5%] 

 

Total Customs Duty payable 770/- 

Working Notes : 

(1) Since only 2 litres of wine can be accommodated in General Free Allowance, therefore, 2 litres is declared in the baggage of Mr. Fang and 
1 litre in the baggage of Mrs. Fang. 

(2) The free allowance of one passenger cannot be pooled with that of other. 

(3) For infants only used personal effects shall be allowed duty free. It has been assumed that Mrs. & Mr. Fang and child Jing have brought 
three separate baggages for which separate declaration have been given to lower the incidence of customs duty.  

 

10.    After visiting USA, Mrs. & Mr. X (indian residents) brought to India a lap-top computer valued at Rs. 80,000, 
personal effects valued at Rs. 90,000 (equal effects of both) and a personal computer for Rs. 72,000. What is 
the customs duty payable?                                                                                                           

[CA FINAL, MAY 2007 --(3 Marks)] 

Ans. 



 

 

 Baggage Articles Total Value Duty free limit Import Duty 

Mr X Used personal effects 45,000 All articles Nil 

Travel souvenirs ---- ---- --- 

Other Articles     

Annexure-1 Article    

Other articles 

 1 Laptop 

 All others (personal computer) 

 

80,000 

72,000 

 

Separately exempt 

50,000 

 

Nil  

8,470  [22,000 @ 38.5%] 

Mrs X Used personal effects 45,000 All articles Nil 

Travel souvenirs ---- ---- --- 

Other Articles   ---- ---- --- 

Total Customs Duty payable 8,470 

Working Note: 

Both the passengers shall claim GFA independently; they cannot pool it. Thus, personal computer cannot be cleared by Mr X and  Mrs X by pooling 
their GFA together. 

 

 

RULE 5: JEWELLERY 

 
11. Compute duty liability in respect of Jewellery in independent cases if the passenger was residing abroad for over 

one year before his return to India on 10-04-20XX. 

Name of passenger Weight of Jewellery Value of Jewellery (Rs) 

Mr. A 18 grams 52,000 

Mr. B 22 grams 44,000 

Mr. C 20 grams 50,000 

Mr. D 25 grams 75,000 

Ms. P 38 grams 1,12,500 

Ms. Q 45 grams 90,000 

Ms. R 45 grams 1,12,500 

Ms. S 50 grams 1,50,000 

 

Ans.     Statement showing computation of ID payable on jewellery 

 Weight of 
Jewellery 
(in grams) 

Value of 
Jewellery 

(Rs) 

Duty free 
allowance 

Remarks Assessable 
value 

Duty 
liability 

@38.5% 

Mr. A 18 52,000 50,000 Value of permissible quantity of 18 
grams is 52,000. Value of 50,000 only 
allowed. 

2,000 770 

Mr. B 22 44,000 40,000 Value of permissible quantity of 20 
grams is 40,000. This full value is 
allowed. 
   Value of excess quantity is 
chargeable. 

4,000 1,540 

Mr. C 20 50,000 50,000 Value of permissible quantity of 20 
grams is 50,000. This full value is 
allowed. 

— — 

Mr. D 25 75,000 50,000 Value of permissible quantity of 20 
grams is 60,000. Value of 50,000 only 
allowed. Thus, 10,000 is chargeable to 
duty. 

25,000 9,625 



 

 

 Further, full value of excess quantity is 
chargeable (i.e., 15,000) 

Ms. P 38 1,12,500 1,00,000 Value of permissible quantity of 38 
grams is 52,000. Value of 1,00,000 only 
allowed. 

12,500 4,813 

Ms. Q 45 90,000 80,000 Value of permissible quantity of 40 
grams is 80,000. This full value is 
allowed. 
   Value of excess quantity is chargeable 

10,000 3,850 

Mr. R 45 1,12,500 1,00,000 Value of permissible quantity of 40 
grams is 1,00,000. This full value is 
allowed. 
   But, full value of excess quantity of 5 
kg is chargeable (i.e., 12.500) 

12,500 4,813 

Ms. S 50 1,50,000 1,00,000 Value of permissible quantity of 40 
grams is 1,20,000. Value of 1,00,000 
only allowed. Thus, 20,000 is 
chargeable to duty. 
   Further, full value of excess quantity 
is chargeable (i.e., 30,000) 

50,000 19,250 

 

12. Mr. & Mrs. Shah, residents of India, returned back to India from London after 2 years of stay and brought — 

(1) Mrs. Shah : Used personal effects (including jewellery Rs. 1,10,000 : 40 grams) : Rs. 1,60,000; 

(2) Mr. Shah : used personal effects (including jewellery Rs. 42,000 : 21 grams) : Rs. 70,000; 

(3) Travel Souvenirs : Rs. 25,000' 

(4) Other articles not falling under Annexure I : Rs. 52,000 (Mrs. Shah) and Rs. 55,000 (Mr. Shah). 

 Determine duty payable by Mrs. Shah and Mr. Shah. 

 Assume that Mr. and Mrs. Shah is not eligible for concession available under rule 6. 

 

Ans. 

 Baggage Articles Total 
Value 

Duty free limit Import Duty 

Mr 
Shah 

Used personal effects (jwellery to be 
excluded) 

28,000 All articles Nil 

Travel souvenirs 25,000 All articles Nil 

Other Articles     

Annexure-1 Article    

Other Articles  

 Article other than jwellery 

 Jwellery (21 gm, Value 42,000) 

 

55,000 

42,000 

 

50,000  [Rule 3] 

40,000  [Rule 5] *1 

 

1,925  [5,000 @ 38.5%] 

770  [2,000 @ 38.50%] 

 
*1  Jewellerry Allowance under Rule 5 (20 gm – value 40,000). Full Value of excess quantity is chargeable. 

Mrs 
Shah 

Used personal effects (jwellery to be 
excluded) 

50,000 All articles Nil 

Travel souvenirs ---- ---- --- 

Other Articles     

Annexure-1 Article    

Other Articles  

 Article other than jwellery 

 Jwellery (40 gm, Value 1,10,000) 

 

52,000 

1,10,000 

 

50,000    [Rule 3] 

1,00,000  [Rule 5] *1 

 

  770   [2,000 @ 38.50%] 

3,850  [10,000 @ 38.50%] 
*1  Jewellerry Allowance under Rule 5 (40 gm – value cap of 1,00,000). Excess value is chargeable to duty. 

Total customs duty payable Is Rs 7,315 

 



 

 

13. Mr. Sujoy, an Indian entrepreneur, went to London to explore new business opportunities on 01.04.20XX. His 
wife also joined him in London after three months. The following details are submitted by them with the Customs 

authorities on their return to India on 15.04.2016.- 

 (a) used personal effects worth Rs. 80,000, 

 (b) 2 music systems each worth Rs. 50,000, 

 (c) the jewellery brought by Mr. Sujoy worth Rs. 48,000 [20 grams] and the jewellery brought by his wife 
worth Rs. 96,000 [40 grams]. 

 Determine their eligibility with regard to duty free baggage allowances as per the Baggage Rules, 2016. 

[ICAI RTP, NOV 2016] 

Ans. Rule 3 of the Baggage Rules, 2016, 

 there is no customs duty on used personal effects and travel souvenirs and general duty free baggage allowance is Rs. 50,000 

per passenger. Thus, duty liability of Mr. Sujoy and his wife is nil for the used personal effects worth Rs. 80,000 and 2 music 
systems each worth Rs. 50,000. 

 As per rule 5 of the Baggage Rules, 2016, the additional jewellery allowance is as follows: 

Jewellery brought by Additional duty free allowance 

Gentleman Passenger Jewellery upto a weight, of 20 grams with a value cap of Rs. 50,000. 

Lady Passenger Jewellery upto a weight, of 40 grams with a value cap of Rs. 1,00,000 

However, the additional jewellery allowance is applicable only to a passenger residing abroad for more than 1 year. 

Consequently, there is no duty liability on the jewellery brought by Mr. Sujoy as he had stayed abroad for period exceeding 1 

year and weight of the jewellery brought by him is 20 grams with a value less than Rs. 50,000. 

 

    However, his wife is not eligible for this additional jewellery allowance as she had stayed abroad for a period 
of less than a year. Thus, she has to pay customs duty on the entire amount of jewellery brought by her as she has already 

exhausted the general duty free baggage allowance of Rs. 50,000 allowed under rule 3.**  

 
 

 
 

RULE 8: PROVISIONS AS TO UNACCOMPANIED BAGGAGE 
 
  (Imp) 

14. At the last minute, Pankaj, an Indian resident, cancels his journey from Singapore to Chennai. However, his 

baggage is allowed to be sent Chennai without him accompanying it. Is general free allowance under the 
Customs Act available in respect of this baggage at Chennai? 

[CS Final, Dec 2008] 

Ans. Rule 8 of Baggage Rules, 2016  provides that The provisions of free allowances given under Baggage Rules, 2016 
shall be applicable to 'unaccompanied baggage', if said unaccompanied baggage may land in India upto 2 months before 

his arrival. In terms of Baggage Rules, 2016, Pankaj can claim general free allowance in respect of his baggage in Chennai. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

POSTAL IMPORT/EXPORT  

 

POSTAL IMPORT / EXPORT 
 

  (EXPECTED) 

1. Briefly discuss – Date for purposes of determination of rate of duty / tariff valuation in respect of goods imported 

or exported by Post. 

(May 2003/ May 2014 - 3 Marks) 

Ans. Sec 83 provides for relevant date for determination of rate of duty tariff valuation in case of goods imported/exported by post. 
It provides for following relevant dates: 

Relevant date for POSTAL IMPORTS  -- Sec 83 (1) 
 

Postal Imports  Relevant date for determination of applicable rate of duty 

Importing in Vessel Later of the following 2 dates: 

(1) Date on which PA (postal authority) present PARCEL LIST to PO; or 

(2) Date of arrival of Vessel 

Importing in Aircraft/ Vehicle Date on which PA (postal authority) present PARCEL LIST to PO 
 

Relevant date for POSTAL EXPORTS  -- Sec 83 (2) 
. 

Postal Exports  Relevant date for determination of applicable rate of duty 

Export in Vessel, Aircraft, Vehicle Date on which Exporter delivers his goods to PA (postal authority)  
 

. 

 

 

 

 
Author 

Difference between: 

 IMPORT BY POST IMPORT THROUGH COURIER 

Concept Import / Export facility made through Foreign Post 
Office (FPO). 

Import / Export made through AUTHORIZED COURIER. 

(Authorized Courier is courier company/agency as 
registered with Customs) 

Customs Station Customs station for clearance of postal imports/ 
articles is Foreign Post Office (FPO) as notified by 
CBEC. 

Customs station for clearance of courier imports/exports is 
International Courier Terminal (ITC) as notified by CBEC. 

Governing 
Provisions 

Special governing provisions under Customs Act, 
1962. 

[Sec 83 and 84 of Customs Act, 1962] 

Provisions as made for commercial imports/exports applicable. 

   However, in case of imports by Courier, Authorized Courier files bill 
of entry on behalf of importer. Similarly, in case of exports by Courier, 
Authorized Courier files shipping bill of entry on behalf of exporter] 
. 

. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 



 

 

STORES 

 

STORES  
 

Stores – Sec 2(38) Foreign Going Vessel/Aircraft – Sec 2(21) 

 

1. How is the expression “stores” defined under the Customs Act, 1962? State briefly the provisions relating to 

warehousing, transit and consumption of stores without payment of duty under the Act.  

[CWA Final, Dec 2003-(5 Marks)] 

Ans. Stores : Sec 2(38) of Customs Act, 1962 defines “stores” to mean goods for use in a vessel or aircraft and it shall include 

fuel, spare parts or other articles of equipment (whether or not they for immediate fitting) 

 

 The provisions relating to warehousing, transit and consumption of stores without payment of duty under Customs Act have 
been briefed below: 

 Warehousing of Stores: Under the provision of Section 85 of the Customs Act, 1962, any imported goods in respect 
of which bill of entry for warehousing has been filed and in respect of which a declaration is submitted by the importer as 
to their intended supply to either a “foreign going vessel” or ‘a ship of Indian Navy” without payment of duty, may be 

allowed to be warehoused without being assessed to duty. 

Author: 

1. This warehousing without bond execution – is also referred as ‘WAREHOUSING WITHOUT WAREHOUSING’. 

 

2. The warehouse in which such goods are to be warehoused must be – SPECIAL WAREHOUSE licensed u/Sec 58-A of 

CA, 1962 (Special warehouse is a warehouse which operates under lock and key of customs department – Notified category of 
goods can be warehoused only in special warehouse) 

 

 Such goods can be warehoused only after execution of bond. – Sec 85 is not applicable.

 Further, such goods need not be warehoused in special warehouse. Those can be stored in normal customs warehosues.

 
 

 Transit of Stores: Under the provision of Section 86 of the Customs Act, any imported stores may, without payment 
of duty, remain on board such vessel or aircraft while it is in India.  

 

 Consumption of Stores without payment of duty: Under the provision of Section 87 of the Customs Act, 1962, 
any imported stores on board a vessel may without payment of duty be consumed thereon as stores during the period 

such vessel is a “foreign going vessel”. Similarly, under the provisions of Sec 90 (1) of the Customs Act, 1962, specified 
stores may without payment of duty be consumed on board a ship of Indian Navy.  

 

 

2. Define – Foreign Going Vessel/ Aircraft  

(May 2011 / May 2012 / Nov 2015/ Nov 2016) 

 

Foreign going vessel or aircraft : Sec 2(21) of Customs Act, 1962 defines “foreign going vessel or aircraft”. 

 

As per Sec 2(21), "Foreign-going vessel or aircraft" shall mean any VESSEL or 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. 
    Further, FGV/A shall include following 

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

(ii) Any VESSEL engaged in Fishing or Any Other Operations [* Oil Exploration]  outside the TWI;  
. 

   (iii)     Any VESSEL or AIRCRAFT proceeding to a place outside India [*foreign going] for any purpose. 

 

 



 

 

 

3. ONGC oil rig and a foreign oil rig are drilling oil beyond 12 nautical miles in the sea in the Exclusive Economic 
Zone of India. Which of the two is a foreign going vessel? Explain.  

 [ICAI Practice Manual] 

Ans. Foreign going vessel or aircraft is one that carries passengers and (or) goods between ports/airports in India and out of India. 
It does not matter if it touches any intermediate port/airport in India. The following are also included in the definition:  

 (a) A foreign naval vessel doing naval exercises in Indian waters. 

 (b) A vessel engaged in fishing or any other operation (like oil drilling by O.N.G.C. oil rig) outside territorial waters. 

 (c) A vessel or aircraft going to a place outside India for any purpose whatsoever [section 2(21)]. 

     

 As per literal language of Sec 2(21), oil rig (vessel engaged in oil exploration) outside territorial waters of India is ‘foreign going 

vessel’.  However, it is to be noted that Pursuant to the provisions of the Maritime Zones Act, 1976, the area of exclusive 
economic zone/continental shelf, where the oil rigs are stationed (which of course is outside territorial waters) is deemed to be 

a part of the territory of India. 

 If one reads the Customs Act without reading the Maritime Zones Act, 1976, then the oil rig located in the notified 

areas/designated areas constitute ‘place outside India’.  

 On the other hand, pursuant to notifications issued under Maritime Zones Act, 1976, the area of EEZ, where the oil rigs 

are stationed (which of course is outside territorial waters) is deemed to be a part of the territory of Indi. The Customs Act 

stands extended to the designated areas by virtue of the Maritime Zones Act, 1976. The oil rigs carrying on operations in 

the designated area is not a foreign going vessel as the same would be deemed to be a part of Indian territory i.e. going 

from the territory of India to an area which also deemed to be part of the territory of India. 

 Hon’ble SC in case of ABAN LOYD CHILES -2008- SC has held that oil rigs located beyond territorial waters of country but 
within exclusive economic zone are deemed to be in Indian territory and not a foreign going vessel as in that zone/area country’s 
fiscal laws are applicable.  

Hence, both the ONGC oil rig and the foreign oil rig will not be ‘foreign going vessel’.  

 

  

4. A BIG SHIP carrying merchandise and stores enters the territorial waters of India but it cannot enter the port. 
In order to unload the merchandise LIGHTER SHIPS are employed. Stores are consumed on board the ship as 

well as small ships. Examine whether such consumption of stores attract customs duty, quote the relevant 
section and case-law, if any. 

 Stores(*imported by some importer) are supplied to above ships. Will such supplies be treated as EXPORTS and entitled to 
Drawback? 

[ICWA Inter, Dec 2002] 

Ans. Consumption of Stores by “Big Ship” & “Small Ship”: 

 Under the provision of Section 87 of the Customs Act, 1962, any imported stores on board a vessel may without payment 
of duty be consumed thereon as stores during the period such vessel is a “foreign going vessel”. 

 “Foreign going vessel” has been defined in Section 2(21) of the Customs Act and according to the said definition “foreign going 
vessel” means “any vessel or for the time being engaged in the carriage of goods or passengers between any port in India and 

any port outside India, whether touching any intermediate port in India or not.” 

     The question, which, therefore, arises for consideration is whether the imported stores on board the big ship and small ship/ 

vessel could be consumed without payment of duty and answer to this question rests on the answer to another question, 
namely, whether these are foreign going vessel within the definition of “foreign going vessel” as given in Section 2(21) of the 

Customs Act, 1962. While dealing with an identical issue, Calcutta HC in case of TURNER MORRISION– 1976, has hold 
that “Section 2(21) of the Customs Act only prescribes that a vessel or aircraft engaged in carrying goods or passengers from 

a foreign port to an Indian port would be considered “foreign going vessel” or “aircraft”. The provision does not contain a 
further condition that the entire length of the journey should be undertaken by only one vessel or aircraft. Therefore, where, 

on account of their size, weight, etc., supertankers (big ships) bringing goods from foreign ports remained berthed away from 
Indian ports but within the territorial waters and the cargo was brought to the ports by smaller vessels, the smaller ships would 

also fall within the definition of “foreign going vessel”. In light of that decision, both big ship and small ship are “foreign going 

vessel” and consumption of stores by both would be exempt from import duty payment in terms of Sec 87 of the Customs Act. 
. 

 Supply of imported stores by supplier to “Big Ship” & “Small Ship”: Sec 88 of Customs Act, 1962 makes admissible 
duty drawback in relation to supply of imported stores to the foreign going vessel. As discussed earlier both of these ships are 

“foreign going vessel” and accordingly, supply of stores to them will be eligible for duty drawback. 

 

http://indiankanoon.org/doc/1059693/
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CONFISCATION & PENALTY 

 

SEIZURE OF GOODS – SEC 110 
  

1. Briefly explain with reference to the provisions of the Customs Act, 1962 : Smuggling 

    (2 marks) 

Ans. Sec 2(39) of Customs Act defines smuggling to mean any act or omission which will render such goods liable for confiscation 
under Sec 111 of Sec 113.  

 
Sec 111 provides for circumstances leading to confiscation of imported goods.  

Sec 113 provides for confiscation of goods attempted to be exported improperly. 

 

N K BAPNA-SC: As per provisions of CA, 1962, any improper importation or exportation amounts to smuggling. Since 
smuggling has been specifically defined, normal or dictionary meaning shall not be applicable in context of Customs Act.  

. 

Goods declared under customs, but value misdeclared: Goods liable to confiscation u/Sec 111 (PO may initiate confiscation) 

 Even though such goods were openly declared, but since they are liable to confiscation, they will be treated as ‘smuggled goods’. 

 We cannot go by the dictionary meaning of the word as the Act has a definition clause which adopts, for the word, the same 

meaning which it has in Section 2(39) of the Customs Act. . 

 

2. Explain briefly: 

 “Every detention is not seizure, but seizure always includes detention in Customs Law.” 

   (3 Marks) 

Ans. The goods are first detained and then seizure is effected (ultimate stage is confiscation).  

In detention, no legal orders are passed. Hence, detained goods may be released without following formalities.  

Seizure is affected by passing legal orders. It leads to either confiscation or release of goods, both of which need the 
orders of Adjudicating Authority.  

 
Author: 
1. ‘Detain’ means ‘to keep back, withhold; especially to keep back, what is due or claimed’; and ‘Seize’ means ‘to be in possession of, 

take possession of (goods) in pursuance of an order, to take possession of by force’.  

DETENTION SEIZURE 

Denial of access to the owner of the property (or the person who 
possesses the property) at a particular point of time by a legal 
order/notice is called DETENTION. The purpose of detention is 
to prevent the property being removed or used by the owner of 
the property (or the person who possesses the property) 

Seizure is taking over possession of the goods from the owner 
of the property (or the person who possesses the property).  

In detention the possession of the property is not taken away by 
the department. 

In seizure the possession is taken away by the department. 

 

When it is suspected that the goods are liable to confiscation then detention order is issued. 
As soon as the ‘suspicion’ is converted into ‘reasonable belief’ after enquiry/investigation the detained goods are formally seized 
because seizure can be made only on the basis of ‘reasonable belief’ that the goods are liable to confiscation.  

. 

2. Significance of differentiation between ‘detention’ and ‘seizure’: Sec 110 provides for unconditional release of goods if SCN 
proposing confiscation is not given within 6 months (or extended period). The time limitation shall be counted from date of SEIZURE 
(and not date of detention) [PRO MUSICAL - 2008 – MAD HC]. 

  

3. The goods imported by Perfect Ltd, the assessee, were detained on 14th Sep, 2017 on the suspicion that the 
goods are ‘smuggled goods’. Since, the assessee could not produce the documentary evidence in his support, 

the impugned goods were seized on 8th Feb, 2018. The department issued a SCN to the assessee on 15th May, 
2018. The assessee put forth A QUESTION OF LIMITATION alleging that the impugned SCN proposing 

confiscation had been served after a period of 6 months. Perfect ltd has sought for quashing of the SCN and also 
for the return of the goods. Examine? 

 [CS Final, Dec 2009 – 5 Marks] 

Ans. Under the given facts, SCN has been served to Perfect Ltd proposing confiscation of goods alleged to be smuggled goods. The 

assessee has challenged the validity of SCN on sole ground of limitation only.  



 

 

  It shall be noted that Sec 110 provides for service of SCN within a period of 6 months from the date of seizure if goods are 
proposed to be confiscated. In the case of PRO MUSICAL-2008-MAD, Madras HC held that ‘Detention is different from 

Seizure. Time limit of 6 months has to be counted from DATE OF SEIZURE and not from DATE OF DETENTION.’ 

     In the case before us, SCN has been issued within 6 months from date of seizure (6 months from 8 th Feb, 2018 is expiring 

on 8th Aug, 2018). Thus, SCN proposing confiscation is valid. Perfect Ltd is not entitled to claim return of goods. 
 

Keep in mind: 

1. Sec 110 provides for release of goods if notice is not GIVEN within 6 months of date of seizure. 

It shall be noted that time limit of ‘6 Months’ (as mandated by Sec 110) is for SERVICE OF SCN (and not for issuance of SCN 

 

 
 

PROVISIONAL RELEASE OF SEIZED GOODS – SEC 110-A 
 

 (Expected) 

4. Goods imported by assessee seized by PO in terms of Sec 110. Assessee made request for provisional release of 
goods in terms of Sec 110-A (executing bond). 6 months expired, but no SCN proposing confiscation issued u/s 

124.  

         Sec 110 provides for unconditional release of goods if PO failed to issue SCN u/s 124 within 6 months. 

Assessee had already got the goods release but that was under Bond. Now, assessee seeks unconditional release 
of his goods (i.e., release of his bond- as no need of bond now).  

     Discuss whether the concept of unconditional release of goods (upon expiry of 6 months from date of 

seizure) as specified u/s 110 can be read into Sec 110-A (provisional release cases) also? 

 

Ans. On identical facts, in case of JATIN AHUJA- 2012, DELHI HC held that Sec 110-A is by way of an interim relief, enabling 

release of goods (for instance, when they are fast moving or perishables). The existence of such power does not in any way 
impede or limit the operation of mandatory provisions of Sec 110, particularly the time limit of issuance of SCN, in so far as it 

relates to the statutory dissolution of the seizure. Further, there are no internal indications in Sec 110-A that the amplitude of 
Sec 110 is curtailed by Sec 110-A. 

 In light of above judgment, assessee can claim unconditional release of goods if no SCN has been issued to him within 6 months 

from date of seizure. 

 
Author’s Note:  

Simply putting, the provision as to ‘unconditional release of goods as stipulated u/Sec 110’ can be read into provisions of Sec 110-A 
(provisional release of seized goods). Thus, if somebody get his goods released provisionally (under bond) and no SCN (propos ing 
confiscation is issued u/s 124) within 6 months (as stipulated u/s 110), then such importer can get his  bond cancelled and thus, making the 
release of goods unconditional. 
. 

 Right to claim unconditional release of seized goods u/Sec 110 is not curtailed by Sec 110-A :  
Any order for provisional release shall not take away the right of the assessee u/Sec 110(2) read with Sec 124 of the Act.  

. 

However, it must be noted here that such release does not have the impact of protection from confiscation proceedings. Sec 124 
SCN (proposing confiscation proceedings) can be issued later on also- as no time limit is associated with Sec 124 SCN [so was 
held by SC in case of CHARAN DAS MALHOTRA- 1972-SC]. This has been clarified by CBEC y through CIRCULAR NO 07/2013] 

 

5. Nateshan field an application for provisional release of seized goods u/s 110A of the Customs Act, 1962.  The 

order for provisional release of goods was issued but before provisional release was effected, maximum period 
for issue of show cause notice elapsed. Nateshan sought unconditional release of goods on the ground of non-

issue of show cause notice. The department contended that it was mandatory for the importer to comply with 
the order of provisional release, and the importer could not seek remedy by praying for return of goods 

unconditionally as per section 110(2) and section 124 of the Act as order for provisional release had already 
been made. Discuss the correctness of the stand taken by the department as per the provisions of Customs Act 

and decided case law if any. 

[Nov. 2017, 4 Marks] 

Ans. As per section 110(2), if no notice in respect thereof is given u/s 124 within 6 months (or extended period) of the seizure of 
the goods, the goods are to be returned to the importer. Since notice was not ‘given’ within time,  goods were to be 

unconditionally released, u/s 110(2) as seizure is rendered invalid. 

 Question of provisional release u/s 110A and for bond/security would arise only for valid seizure. Since seizure is rendered 

invalid due to expiry of time-limit, department has to release the goods to the assessee unconditionally u/s 110. The department 
cannot ask for provisional release and consequent bond u/s 110A. — A. S. Enterprises v. CC [2016] (Mad.) and Purushottam 

Jajodia v. DRI 2014 (Delhi) Akansha Syntex (P.) Ltd. v. UOI 2014 (P&H) 



 

 

 

 

CONFISCATION OF GOODS  
 

 SEC 124 NOTICE 

 

6. Briefly discuss, the procedure for confiscation of goods or imposition of penalty u/Sec 124 of the Customs Act, 
1962?  

        (Nov 2008- 2 Marks) 

Ans. Section 124 of the Customs Act, 1962 provides that before confiscating goods or imposing any penalty on any person, a 

Show Cause Notice (SCN) must be issued to the owner of goods giving grounds for confiscation or imposition of penalty and 
he should be given an opportunity to make representation and being heard. The show cause notice can be issued only with the 

prior approval of the officer of customs not below the rank of AC. 

  The notice and the representation, at the request of the person concerned, can be oral **. 

 
* Concerned person may waive his right to receive written notice and right to make written representations (reason: for 
faster completion of adjudication proceedings)  

e.g., a passenger was walking through ‘green channel’ at customs airport. Based on intelligence report, he was checked at Customs Airport. 
He was found carrying goods in excess of his duty free allowance. Charge of misdeclaration was pressed into service and goods  were seized. 
Concerned passenger may opt for oral notice and presentation which will lead to expedition of confiscation proceedings.    

 

 

 BURDEN OF PROOF- SEC 123 

 

7. State the ingredients in the case of seizure under Section 123 of Customs Act. 

(May 2001 /May 2007 - 4 Marks) 

Ans. As a general principle of law, in any proceeding the burden of proof shall be upon the party pressing allegation against the 
other party. However, this burden of proof can be shifted to other party by making specific provisions in this regard. In Customs 

Laws, Sec 123 also shifts burden of proof in relation to certain goods involved in confiscation proceeding. 

    Under Section 123 of the Act there is a presumption that seized goods are smuggled when they are 
reasonably believed to be smuggled. But, Sec 123 applies only to gold, watches & other notified goods. In respect of such 

goods, department is relieved of its burden of proving the “smuggled character” of the goods and can proceed for confiscation  

of goods. If the assessee wishes to avoid confiscation of such goods, then he shall prove that goods are not of smuggled 
character. 

. 

Goods covered by Sec 123 = Certain specified goods + Certain notified goods  
 Goods specified u/Sec 123 itself – Gold and manufactures thereof  + Watch 

. 

 Goods notified u/Sec 123: [Silver Bullions + Cigarettes]  

. 
. 

Another significance of goods notified u/Sec 123  

 Facility of settlement of cases through Settlement Commission (& getting immunity from prosecution and penalties) 

This facility is not available in respect of goods notified u/Sec 123. 

 

  

8. The custom officers seized non-notified goods, namely cameras, Photo films of foreign origin valued at Rs. 2 
lakhs from the possession of the Mr. K.P.S. when he was traveling from the Chandigarh to Shimla under the 

belief that the goods were smuggled goods. Mr. K.P.S. is contending that these goods are local goods, procured 
from local market. To whom burden of proof will lie to establish smuggled nature of the goods?   

                                                                                    

Ans. As per the facts of the case given to us, certain goods of foreign origin have been seized from the possession of a passenger 
by the Customs Officer. The goods have been alleged to be smuggled goods and accordingly, proposed to be confiscated. The 
goods under consideration are not covered by Sec 123 of the Customs Act, 1962. 

          Regarding confiscation, sec 123 of Customs Act, 1962 provides that in respect of goods covered by Sec 123, burden shall 
lie upon the owner to established that goods are not smuggled goods, failing which department shall be entitled to pass 

confiscation order. On the other hand, in respect of all other goods, the burden of proof shall be upon Department to prove 
that the goods are smuggled, failing which department shall not be entitled to pass confiscation order. 



 

 

       Sec 123 covers certain specified goods (gold and manufactures thereof, watches) certain notified goods (silver bullions and 
cigarettes). In the case before us, goods involved in the above are not covered by Sec 123. Thus, burden of proof lies upon 

the department to establish the smuggled nature of the goods. 

  

 

 

RELEASE OF GOODS ON PAYMENT OF REDEMPTION FINE- SEC 125 
 

9. What is 'redemption fine' in lieu of confiscation? What is the limit for imposing redemption fine under Section 
125(1) of the Customs Act, 1962? 

(May 2009- 4 Marks) 

          Redemption fine is imposed in terms of Sec 125 of the Customs Act, 1962. The redemption fine under the said provision 

becomes leviable in lieu of confiscation.  It is an option given to the importer either to allow the goods to be confiscated or to 
pay the fine in lieu of confiscation. If the party to whom such option is granted chooses to avail of this option, then he can 

upon payment of such fine get the goods released.  

  The following are the basic provisions relating to imposition of redemption fine: 

i) The option to pay redemption fine in lieu of confiscation shall be granted to the owner of the goods. However, where 

such owner is not known, then such option shall be given to the person from whose possession the goods were seized. 

ii) Such an option shall necessarily be granted. In simple words, grant of such option is mandatory on the part of 
customs officer. Confiscation order passed without grant of such option (which is popularly termed as “Absolute 
Confiscation Order”) shall be void. However, discretion has been conferred on the officer to give the option to pay fine in 
lieu of confiscation in cases of prohibited goods. Thus, absolute confiscation is possible only of “prohibited goods” 

iii) Sec 125 also stipulates the maximum amount of redemption fine that can be imposed. The maximum amount of 
redemption fine can’t exceed the market value of the confiscated goods. In case of imported goods, redemption fine 

shalln’t exceed the market value of imported goods as reduced by the import duties leviable thereon. 

iv) Further, Sec 125 clearly stipulates that when redemption fine is imposed**, then owner shall, in addition, shall pay 
the import duty as payable in respect of such goods**. 

 
Note 

Import/ export Confiscation and redemption Duty liability 

Improper import Confiscated – redeem upon payment of redemption fine Additionally, Import duty payable – as import has 
not taken place at all. 
. 

Improper Export Confiscated – redeem upon payment of redemption fine Export duty not leviable – as export has not taken 
place at all. 

. 

 

10. Briefly write a note on whether an exporter who has been held guilty of exporting ‘prohibited goods’ is entitled 

to an option to pay fine in lieu of confiscation under section 125 of the Custom Act, 1962. 

(May 2010- 5 Marks) 

Ans. Sec 125 contains provisions relating to ‘option to pay fine in lieu of confiscation’ (such fine is also known as ‘redemption fine’). 
It provides that: 

i) In case confiscated goods are other than ‘prohibited goods’, then PO shall grant the owner of the goods to get 
the confiscated goods redeemed by paying such fine. 

ii) In case confiscated goods are ‘prohibited goods’, then PO may grant the owner of the goods to get the confiscated 
goods redeemed by paying such fine. 

   

 As is evident, exporter is not entitled to an option to pay fine in lieu of confiscation when he is found guilty of exporting 
‘prohibited goods’. 

 

Case Studies  

ABAN EXIM (P.) LTD- 2014- ALLAHABAD HC 

Imports allowed subject to conditions – if import made without fulfillment of condition, then such import is import of 
prohibited goods. – Grant of redemption option is discretionary and not mandatory. 

 

PERINGATIL HAMZA– 2014 –TRI (LB) 

‘Currency notes’ in excess of permissible limits under FEMA provisions = Prohibited Goods – absolute confiscation is 
valid 

 



 

 

 

11. Rapid Ltd. imported non-prohibited goods from China. They had under-valued the goods to the extent of 50%. 
The Commissioner of Customs has ordered absolute confiscation of the said goods. Whether the prayer of Rapid 

Ltd. for release of goods on payment of certain fine is justified under the Customs Act, 1962?     

 [CS Final, June 2004  --- 3 Marks] 

Ans. Redemption fine is imposed in terms of Sec 125 of the Customs Act, 1962. The redemption fine under the said provision 
becomes leviable in lieu of confiscation.  It is an option given to the importer either to allow the goods to be confiscated or to 

pay the fine in lieu of confiscation and get the goods released. Grant of such option is mandatory on the part of customs 

officer. Confiscation order passed without grant of such option (which is popularly termed as “Absolute Confiscation Order”) 
shall be void. However, discretion has been conferred on the officer to give the option to pay fine in lieu of confiscation in cases 
of prohibited goods. Thus, absolute confiscation is possible only of “prohibited goods” 

     Under the given facts, goods involved are “non-prohibited goods”. Therefore, in terms of provisions of Sec 125 of the Customs 
Act, the officer is obliged to give such an option to the importer. Extent of under-valuation by the importer can’t have any 

impact on the right of the importer regarding grant of such option. Thus, the order of absolute confiscation can’t be held to be 

a valid confiscation order. Such order is challengeable before Appellate Authority and the prayer of Rapid Ltd for release of 
goods on payment of redemption fine is justified under Customs Act. 

 

12. A person makes an unauthorized import of goods liable to confiscation. After adjudication, Assistant 

Commissioner provides an option to the importer to pay fine in lieu of confiscation. It is proposed to impose a 
fine (in lieu of confiscation) equal to 50% of margin of profit. From the following particulars calculate the 

MAXIMUM AMOUNT of fine that can be imposed --- 

 Assessable Value (Transaction Value) 

 Total Duty payable 

 Market Value (inclusive of import duty) 

50,000/- 

20,000/- 

1,00,000/- 

 Also calculate the AMOUNT OF FINE and THE TOTAL PAYMENT TO BE MADE by the importer to clear the 

consignment.                                                                                                                                    

(May 2004 -6 Marks) (Nov 2016- 4 Marks) 

Ans. Maximum Amount of “redemption fine” that can be imposed in terms of Sec 125 of Customs Act: 
=   [Market value of the confiscated goods less import duty payable thereon] 

=   [Rs 1,00,000  less  20,000]  =   Rs 80,000/-  

 

Actual amount of “redemption fine” as imposed in this particular case: 
=   50% of “Margin of Profit” 

=   50% of  [Market value of the confiscated goods less Landed cost of the imported goods (*)] 

=   50% of  [Rs 1,00,000 less 70,000]    =   Rs 15,000/-  

 
(*) Landed Cost of Imported Goods = Sec 14(1)  Assessable Value + Associated Customs Duties 

= (Rs 50,000/- + Rs 20,000/-)  = Rs 70,000/- 

 
Total Payment to be made by the party to clear the consignment: 
=   Redemption Fine (as imposed in terms of Sec 125(1) of the Customs Act)  + Import Duties (payable in terms of Sec 125(2) 

=   Rs 15,000  + Rs 20,000       =   Rs 35,000/-  

 
Note: 

Proper Import Pay duty and get the goods released  

Improper import Confiscated – redeem upon payment of redemption fine Additionally, pay ID 
. 

   
. 

Author:  
. 

Improper Import – Confiscation – Grant of Redemption Option  

Case-1: Importer opting for redemption  Sec 125(1) – Redemption Fine payable Sec 125(2): ID payable additionally 

 
 

Case-1: Importer not opting for redemption  Sec 125(1) – Redemption Fine payable Sec 125(2): ID payable additionally 

 

 FORTIS HOSPITAL LTD - 2015 –SC 

ID is still payable.  



 

 

Notice can be issued for payment of duty, independent of the action which is 
permissible u/Sec 124 and 125 of the Customs Act. For recovery of duty, separate 
and independent action shall be taken by Dept. 

. 

 

 

SPECIAL ISSUES  
 

[Pending appeal against confiscation order, sale of confiscated goods - Validity of sale?] 

13. The Customs authorities had confiscated the gold carried by Mr. Lovegold. Mr. Lovegold informed the customs 
authorities that he was filing an appeal against the order of confiscation. The Customs authorities informed Mr. 

Lovegold that the confiscated goods had been handed over to the warehouse of the customs house for disposal 
and consequently auctioned the confiscated goods. Discuss briefly the validity of the action taken by the customs 

authorities with the help of decided case law.  

  Also discuss the validity of the claim of Mr. Lovegold in seeking MARKET VALUE of the confiscated goods and 

whether he is liable to pay the duty, fine and penalty imposed by the original authority. 

(May 2011- 5 Marks) 

Ans. 

 Validity of auction sale pending appeal: Department’s action of sale of confiscated goods in respect of which appellant 

had filed an appeal is not valid. In the given case, the very moment the goods were confiscated, the assessed 
communicated his intention to appeal against confiscation order. That being the case, Department must not have 

proceeded with sale of goods pending appeal. On identical facts, same view was taken by Bombay HC in case of SHABIR 
AHMED ABDUL REHMAN-2009. 

 
 Validity of Claim of market value of confiscated goods: No, the importer is not right in claiming market value of the 

confiscated goods. He is entitled to the entire sale proceeds. However, his liability to fine and penalty shall remain intact.  
 
 Liability of Duty: He is also liable to pay import duty. Since he has imported, he is liable to import duty. Contrary to the 

general belief, even if goods are not redeemed, duty is payable as Sec 125 does not make any provision that if redemption 
option is not exercised, duty is not payable. [FORTIS HOSPITAL LTD- 2015-SC] 

 

 

[Goods not available – Possibility of confiscation and imposition of consequent redemption fine] 

 
REDEMPTION FINE IMPOSITION: AVAILABILITY OF GOODS FOR CONFISCATION 

 “Redemption fine” is the option given by the adjudicating authority to the person whose goods are confiscated, to pay fine in lieu 
of   confiscation.  

 It shall be remembered that redemption fine can be imposed only when goods can be confiscated and goods can be confiscated only if they 

are available for seizure and consequent confiscation. [FINESSE CREATION INC. - 2009 - BOM. HC] 

o Principle is that goods cannot be confiscated if they have been released. 
. 

o However, there is an exception to above principle. The exception is that even released goods can be confiscated goods if they were 

released on bond. If goods were released on bond, it is as if goods are available (In other words, if goods were released 

without bond, they cannot be said to be available for confiscation) [WESTON COMPONENTS LTD. – 2000 – SC] 
. 

TABULAR ANALYSIS 

1)  Smuggled goods – in-transit seized & 
confiscated 

Confiscation – redemption option 

2)  Smuggled goods –seized from raid on 
some premises – Then, confiscated 

 

Confiscation – redemption option 

3)  Smuggler caught but smuggled goods not 
found – improper importation admitted by 
smuggler, but no goods available 

 No goods available – no seizure, no confiscation 

 No confiscation – no question of grant of redemption 

 No redemption fine liability 

4)  Smuggled goods – in-transit seized  

But released provisionally (as importer 
executed bond for provisional release u/Sec 
110-A) 

subsequently, sought to be confiscated 
but cannot be (as importer has already 
disposed off the goods) 

WESTON COMPONENTS LTD. – 2000 - SC 

 Even if the goods are released but release is under bond, then goods can be 

confiscated and redemption fine can be imposed. 

ATLAS CASTING – 2005- TRI 

 If goods were provisionally released, goods can be confiscated and bond 

enforced, if appellant fails to produce goods as agreed in the bond executed 

INDO DAEIN LEATHER – 2011- TRI 



 

 

 If goods are released under bond, the bond or bank guarantee represents goods 

and hence goods can be confiscated and redemption fine can be imposed. 

. 

  

14. M/s SRT Ltd. had imported certain goods and got them cleared for home consumption.  

 Later the Customs Department found that the goods have been improperly imported and are liable for 

confiscation u/Sec 111 of the Customs Act, 1962 even though the same are cleared and not available for the 
seizure. The Customs Department has imposed penalty u/Sec 112 and redemption fine u/Sec 125 of the Customs 

Act, 1962.  

 Discuss with a brief note whether the penal action and redemption fine can be legally upheld in the facts of the 

case.  

(Nov 2011- Marks 3) 

Ans. 

 Imposition of Redemption Fine in respect of goods which are not available for seizure 

o It is settled judicial principle that redemption fine can only be imposed when the goods are available and can be 

redeemed. The reason is that if the goods are not available, they cannot be confiscated and consequently, cannot be 

redeemed. Once goods cannot be redeemed, redemption fine cannot be imposed [Same view recently endorsed by 

Bombay HC in case of FINESSE CREATION INC. -2009- Bombay HC] 

o In the case before us, goods were unconditionally release to importer and not under bond. Thus, there can be no 

confiscation of such goods and thus, no redemption fine can be imposed.  Thus, in given case, action of imposition 

of redemption fine by PO is not legally valid.  

 

 Imposition of Penalty in respect of goods which are not available for seizure 

o Improper importation of goods makes them liable for confiscation u/Sec 111. Sec 112 provides for imposition of 

penalty in respect of goods liable to confiscation u/Sec 111. 

o It has been held by judiciary that ‘power to adjudicate upon for imposition of penalty for improper importation springs 

from liability to confiscate and not actual confiscation. Actual confiscation of goods is not necessary to impose penalty 

u/s 112 of Customs Act. [SUNSUI INDIA - 2005 –TRI]. 

o In other words, penalty u/Sec 112 can be imposed inter alia when a person omits to do any act which would render 

such goods liable for confiscation u/Sec 111.  

o In the case before us, there is no challenge as to the fact that goods were liable to confiscation (though due to non-

availability, they cannot be confiscated). Thus, imposition of penalty u/Sec 112 is legally valid. 

 

15. Importer BOPP Ltd. imported two consignments of product X which were allowed to be cleared for home 
consumption on execution of a bond undertaking to produce license within a month. Since appellants failed to 
fulfill the obligation, proceedings were initiated which culminated in confiscation of the goods u/Sec 111(d) of 

the Customs Act, 1962 and imposition of penalty on the importer u/Sec 112(a) of Customs Act, 1962.  

 Examine whether provisionally released goods can be confiscated and penalty imposed thereupon?  
. 

Ans. 

 Imposition of Redemption Fine in respect of goods which were released under Bond 

o It is settled judicial principle that redemption fine can only be imposed when the goods are available and can be 

redeemed. The reason is that if the goods are not available, they cannot be confiscated and consequently, cannot be 

redeemed. Once goods cannot be redeemed, redemption fine cannot be imposed. 

o However, at same time, Hon’ble SC in case of WESTON COMPONENTS LTD- 2000 has held that even if the goods are 

released but release is under bond, then goods can be confiscated and redemption fine can be imposed. 

o In the case before us, goods were released under bond. Thus, there can be confiscation of such goods and thus, 

redemption fine can also be imposed.  
. 

 Imposition of Penalty in respect of goods which are not available for seizure 

Same as discussed in above question. 

 

 

 

 

 



 

 

[Duty recovery proceedings (sec 28) vs confiscation proceedings (Sec 125)] 

 
Note 

 Smuggler caught with smuggled goods – Confiscation proceedings u/Sec 124 
 Smuggler caught but without smuggled goods – Duty recovery proceedings u/Sec 28 

 

Special Case 
Smuggler not caught – smuggled goods not found  

Smuggler has sold goods to a dealer – dealer premises raided 

Smuggled Goods found Smuggled goods can be seized and 
confiscated  

 

Smuggled Goods  not 

found 
Smuggled goods can be seized and 
confiscated. 

 

Duty recovery proceedings u/Sec 28 cannot be pressed against 

dealer who has bought goods from smuggler as dealer is not 

smuggler. 

.. 

 
  

16. Mr. X is a dealer of smuggled goods. However, he himself does not import the goods. Duty has been demanded 
from Mr. X under sections 28 and 125(2) of the Customs Act, 1962 although no smuggled goods have been 

seized from him. 

 Discuss, with the help of a decided case law, if any whether such demand of duty is valid in law. 

[May 2015- 4 Marks] 
Analysis:   

Mr X (dealer of smuggled goods) He is buying goods smuggled by someone else  
.   

He himself is not an importer Not liable to pay ID No ID recovery proceedings can be conducted against 
him u/Sec 28 

. 

No smuggled founds seized from him No seizure and no confiscation at its end No confiscation proceedings can be conducted against 
him u/Sec 124 
. 

 

Ans. Department’s contention as to recovery of duty is not sustainable. 

          On similar facts, it was held in case of DINESH CHHAJER 2014 (Karnatka HC) held that  

(i) Notices u/Sec 28 and Sec 124 falls into completely different areas:  

Section 28 applies to a case where the goods are imported by an importer and the duty is not paid in accordance with 

law, for which a notice of demand is issued on the person.    

     In case of notice demanding duty under section 125(2), firstly the goods should have been confiscated and the duty 

demandable is in addition to the fine payable under section 125(1) in respect of confiscated goods.    
. 

(ii) Importer is the only person who can be held liable to pay import duty:  

The material on record disclosed that the assessee did not import the goods but was only a dealer of the smuggled 

goods.  Therefore, there was no obligation cast on him under the Act to pay duty.  Thus, the notice issued under section 
28 of the Act to the assessee is unsustainable as he is not the person who is chargeable to duty under the Act. 

. 

(iii) Goods can be confiscated from possession of any person, but then goods must be avaiable: 

Since no goods were seized, there could not be any confiscation and in the absence of a confiscation, question of 
payment of duty by the person who is the owner of the goods or from whose possession the goods are seized, does not 

arise. 
. . 

Based on the above observations, the High Court held that no duty is leviable against the assessee as he is neither the importer 
of the goods nor was in possession of any goods. 

   
 
 
 
 
 
 
 
 
 



 

 

 
 

PENAL PROVISIONS   [Sec 112 (improper import) & 114 (improper export)] 
 
  

17. State the penalties imposable u/Sec 112 in respect of goods improperly imported. 

 

Ans. Under sec 112, penalties can be imposed on following: 

(a)  A person who, in relation to any goods, does or omits to do any act which act or omission would render such goods 

liable to confiscation u/Sec 111 (i.e., improper importation of goods), or abets the doing or omission of such an act, or 
(b)   A person who acquires possession of or is in any way concerned in carrying, removing, depositing, keeping, concealing, 

selling or purchasing, or in any other manner dealing with any goods which he knows or has reason to believe are liable 
to confiscation u/Sec 111, 

. 

The amount of penalty which can be imposed u/Sec 112 is as stated below: 

Situation Charge Penalty upto following 

In case of ‘goods in respect 

of which any prohibition is 

in force’* under this Act or 
any other law for the time 

being in force, 

Value mis-
declaration - 
overvaluation 

Higher of following: 

(a) Value of goods; 

(b) [Declared value of goods less Sec 14 value] 

(c) Rs 5,000/- 

Other cases  Higher of following: 

(a) Value of goods; 
(b) Rs 5,000/- 

 

In case of dutiable goods, 

other than prohibited 

goods, 

Value mis-
declaration- 
overvaluation 

Higher of following: 

(a) Duty sought to be evaded;  (it will be Nil basically) 

(b) [Declared value of goods less Sec 14 value] 
(c) Rs 5,000/- 

Other cases  Higher of following: 

(a)   10% of duty sought to be evaded; 
(b)   Rs 5,000/- 

 
* If such duty as determined u/Sec 28 and the interest 
payable thereon u/Sec 28AA is paid within 30 days from the 
date of communication of the order of PO determining such 
duty, the amount of penalty liable to be paid by such person 
under this section shall be 25% of the penalty so 
determined.   

Any other case (non-prohibited 

+ Non-dutiable) 

Value mis-
declaration 
(overvaluation) 

Higher of following: 

(a)  [Declared value of goods less Sec 14 value] 

(b)  Rs 5,000/- 

 
. 

Note 

Special Case-Study : CONTROVERSIAL JUDGMENT OF HC 
(The matter is highly arguable – if it comes in exams, write answer as per CASE-STUDY) 

 

Goods whose import is allowable, but which are not imported in proper manner = Improperly imported goods  

Improperly imported goods = goods liable to confiscation u/Sec 111 = Prohibited goods 
 

Penalty leviable???? 
. 

GOPAL SAHA – 2016- CALCUTTA HC:  

Goods (in this case, Gold) imported without proper procedure – it is ‘improper importation’ but not ‘import of ‘prohibited goods’ 

– Confiscation u/Sec 111 is justified – But penalty leviable u/Sec 112 shall be based on ‘duty evaded’ (and not ‘based on value 
of goods’) 
. 

 
 



 

 

18. A consignment containing many items was imported by Suraj. On examination of the goods, it was found that 
he had made misdeclaration in respect of all the items. You are required to indicate the penalty imposable under 

section 112 of Customs Act, 1962 in each case given below.  

(1) Non-prohibited dutiable goods and the value is misdeclared as Rs. 10,00,000 instead of Rs. 11,50,000. 

(2) In the case at serial number 1, if the importer pays duty and interest within 30 days from the date of 

communication of the order. 

(3) The value of imported goods declared is higher than the value determined by Customs. Value determined 

by Customs is Rs. 15,00,000 but the value declared by Suraj is Rs. 20,00,000. 

(4) The value of prohibited goods was declared as 20,00,000 and the actual value determined was Rs. 

15,00,000. 

(5) The imported goods are prohibited goods, which were declared by Suraj to be some other goods valued Rs. 
15,00,000 and actual value is found to be Rs. 20,00,000. 

         Note:  

Values are exclusive of Customs duties.  

Basic Customs Duty is 10%, SWS– 10%. No other tax is attracted on these imports. 

 

(May 2018 - 5 Marks) 

Ans.  Effective rate of duty is 10% BCD + 10% SWS thereon = 11%. 
. 

(1) Given case is under-valuation of non-prohibited goods leading to evasion of import duty. 

Penalty = Higher of following  

(i) 10% of Duty sought to be evaded = 10% of (11% effective duty on 1,50,000 
undervaluation) = 10% of 16,500 = 1,650; or  

(ii) 5,000.  

Thus, Penalty leviable = 5,000. 

 

(2) Given case is under-valuation of non-prohibited goods leading to evasion of import duty, but importer 
accepting his liability and discharging it immediately. Reduced penalty benefit shall be allowed to him as he is 
not contesting the duty liability. 

If duty with interest is paid within 30 days of order, penalty is reduced to 25% viz. 25% of 5,000 = 1,250 

 

(3) Given case is over-valuation of non-prohibited goods (no evasion of duty involved). 

Penalty = Higher of following:  

(a) Duty evaded viz. NIL;  

(b) Overvaluation Rs. 5,00,000; or  

(c) 5,000 

Thus, penalty leviable = Rs. 5,00,000 

 

(4) Given case is over-valuation of prohibited goods (no evasion of duty involved). 

Penalty = Higher of following:  

 (a) Value of goods = Rs. 15,00,000;  

 (b) Declared value – Value u/s 14 = 5,00,000;  

 (c) Rs. 5,000.  
. 

Hence, the penalty shall be = Rs. 15,00,000. 

  

(5) Given case is  under-valuation of prohibited goods leading to evasion of import duty. 

Penalty = Higher of following: 

 (a) Value of goods viz. 20 lakh;  

 (b) Rs. 5,000.  
. 

Hence, the penalty shall be = Rs. 20,00,000. 
. 

 
 



 

 

19. State the penalties imposable u/Sec 114 in respect of goods attempted to export improperly. 

[May 2013- 3 Marks] [Nov 2014- 3 Marks] 

Ans. Under sec 114, penalties can be imposed on  

--     A person who, in relation to any goods, does or omits to do any act which act or omission would render such goods 

liable to confiscation u/Sec 113 (i.e., goods attempted to be export improperly), or abets the doing or omission of such an act, or 

 

The amount of penalty which can be imposed u/Sec 113 is as stated below: 

Situation Penalty upto following 

In case of ‘goods in respect 
of which any prohibition is 

in force’* under this Act or 

any other law for the time 
being in force, 

Higher of following: 

(a) 300% of declared value; 
(b) Value of goods as determined u/Sec 14 of Customs ; 

 

In case of dutiable goods, 

other than prohibited 
goods, 

Higher of following: 

(a)   10% of duty sought to be evaded; 

(b)   Rs 5,000/- 
 

* If such duty as determined u/Sec 28 and the interest payable thereon u/Sec 28AA 
is paid within 30 days from the date of communication of the order of PO determining 
such duty, the amount of penalty liable to be paid by such person under this section 
shall be 25% of the penalty so determined.   

Any other case (non-prohibited 

+ Non-dutiable) 
Higher of following: 

(a)  Declared value of goods  

(b) Value of goods as determined u/Sec 14 of Customs; 

 
Illustration 
Mr Y was found attempting to improperly export certain goods from India. The value where of, as computed for the 
purpose of Sec 14 of the Customs Act, 1962 is Rs 10 lakhs. 
Compute the max amount of penalty imposable on Mr Y in the following independent cases: 

(a) If the said goods are prohibited goods, which are declared by Mr Y to be some other goods valuing 15 lakhs, chargeable 

to duty @5% (higher value was declared to claim higher export incentives). 

(b) If the said goods are non-prohibited goods chargeable to export duty @10%, but value declared by Mr Y was Rs 4 

lakhs. 

(c) If the said goods are non-prohibited goods not chargeable to export duty, but value declared by Mr Y was Rs 20 lakhs. 

 

Computation of penalty u/Sec 114: 

 Case Imposable penalty shall not exceed the following Amount of Max penalty 

i)  prohibited goods- 
misdeclaration 
 

Higher of  (a) 300% of declared value, i.e., 300% of 

15 lakhs = 45 lakhs 

(b) Value of goods  (10 lakh) 

 

= Rs 45,00,000 

ii)  non-prohibited 
goods and dutiable 
goods 

Higher of  (a) 10% * of duty sought to be evaded, 

i.e., 10% of ( 10,00,000 *10% less 

4,00,000 *10%) = Rs 60,000 

(b) Rs 5,000 

= Rs 60,000  

  Further, if duty amount of Rs 1,00,000 
and the interest payable thereon u/Sec 
28AA is paid within 30 days from the 
date of communication of the order of 
PO determining such duty, the amount 
of penalty liable to be paid by such 
person under this section shall be 25% 
of the penalty so determined (i.e., 
Max 15,000) 

iii)  non-prohibited 
goods and non- 
dutiable goods 

Higher of  (a) Declared value, i.e., Rs 20,00,000 

(b) Value determined as per Customs, i.e, 

10,00,000 

= Rs 20,00,000 

. 

 
 



 

 

20. Customs Department has established improper exportation of goods against District Dover Ltd. The goods are 
liable for confiscation under section 113 of the Customs Act, 1962, and company is also liable to pay penalty 

under section 114. Following further information is available for your consideration : 

1. It declares the value of the prohibited goods, meant to be exported as Rs. 2 lakhs. Value as determined 

under the Customs Act, 1962, is Rs. 2.50 Lakhs. 

2. It has also exported other goods which are neither prohibited nor dutiable but action of the company 

amounts to improper exportation. Additional information is as follows : Value as declared by the 
exporter is Rs. 1.20 lakhs Value as determined under the Customs Act, 1962 is Rs. 0.80 lakhs 

 Determine the maximum penalty that can be imposed under each of the above circumstances. State the 

statutory provisions also briefly.  

[Nov. 2017, 4 Marks] 

Ans. As per section 114, penalty imposable in the aforesaid cases shall be as follows — 

(1) Penalty = Rs. 7.5 lakhs, being three times of the higher of the following — 

(A) Value declared by the exporter i.e. Rs. 2 lakhs; 

(B) Value determined under the Act i.e. Rs. 2.5 lakhs. 

(2) Penalty = Rs. 1.2 lakhs, being higher of value declared (Rs. 1.2 lakhs) or value under the Act (Rs. 0.8 lakhs). 

 

 



 

 

TYPES OF CUSTOMS DUTY 

 

BASIC CUSTOMS DUTY – Sec 12 of CA, 1962 
 

1. What are the conditions required to be fulfilled by the importer to make the imported goods eligible for 
preferential rate of duty? 

 

Ans. The importer will have to fulfill the following conditions to make the imported goods eligible for preferential rate of duty : 

(i) At the time of importation, he should make a specific claim for the preferential rate. 

(ii) He should also claim that the goods are produced or manufactured in a preferential area. The preferential area is the area 
which is so notified under Customs Tariff Act, 1975. 

(iii) He shall submit prescribed proof as to him imported goods is actually one which has been produced or manufactured in 

the preferential area. The requisite proof shall be as prescribed by CG in rules made for this purpose.  

 

Author 

1. Proof as to ‘country of origin of goods’ is a preferential area: Illustration  

Generally, as per the rules  

(a) if the goods are un-manufactured (i.e., agricultural produce), it should be grown or produced in that area  

(b) if it is fully manufactured in that country, it should be manufactured from material produced or with un-manufactured materials 
from that country.  

(c) if it is partially manufactured in that country, final process should be completed in that country and at least specified percentage 
of expenditure on material or labour should be in that country. 

   

2. Application of preferential rate  

Preferential rate is applicable in following 2 situations 

(a) CTA, 1975 (First Schedule) has specified preferential rate for the product: 

(b) Any E/N has been issued by CG providing concession to a product if it is from preferential area;  

 

 

2. CTA, 1975 specifies the rate of customs duty. What should be the procedure if CG decides to  

            a)  Increase the rate of duty 

            b)  Decrease the rate of duty . 

 

Ans. CTA, 1975 provides the rates of customs duty  

a)  First Schedule provides rates of import duty; 

b) Second Schedule provides rates of export duty (it is levied on very few goods); 

 

a) Increase the rate of duty 

Any increase in rates of duty requires amendment of CTA, 1975. Such an amendment can be done in 

following ways: 

a) Normal cases: Amendment through Finance Bill introduced in Parliament 

 CG will introduce Finance Bill, thus putting forward proposals for amendment of CTA, 1975. 

 Post discussion and approval in Parliament (i.e., passing of Finance Act), CTA 1975 will stands amended. 

 

b) Emergency case: Amendment by CG by issuance of notification in Official Gazette 

 Sec 8 and 8-A of CTA, 1975 empowers CG to amend CTA, 1975 increasing rates of duty in emergency situations. 

 Sec 8 of CTA, 1975 empowers CG to amend Second Schedule of CTA, 1975 to increase* rate of export duty. 

 Sec 8-A of CTA, 1975  empowers CG to amend First Schedule of CTA, 1975 to increase* rate of import duty. 

 

Author 

1. Emergency Imposition of export duty on a product is also possible u/Sec 8 of CTA, 1975. 

 

 



 

 

 

2. Emergency imposition of import duty, however, is not allowed u/Sec 8-A of CTA, 1975. 

 CENTURY FLOUR MILLS LTD. – 2014- MADRAS HC: 

The goods mentioned in CTA, 1975 with corresponding rate of duty as ‘free’ are to be understood as goods which are 
subject to Nil rate of duty.  

‘Free’ being also a rate of duty, CG can use emergency power and increase import duty rate as permissible u/Sec 8-A 
of CTA, 1975. 

 

b)  Decrease the rate of duty . 

Any decrease in rates of duty can be done in following ways: 

a) Permanent reduction: Amendment of CTA, 1975 

 CG will introduce Finance Bill, thus putting forward proposals for amendment of CTA, 1975. 

 Post discussion and approval in Parliament (i.e., passing of Finance Act), CTA 1975 will stands amended. 

 

b) Reduction for the time being: Issuance of exemption notification 

 Sec 25 of CA, 1962 empowers CG to issue exemption. 

 Exemption reduces the rates for the time being. 

 

 

 

PROTECTIVE DUTY – Sec 6 of CTA, 1975 
 

3. Write short note on: “Protective duties under Customs Tariff Act”.  

(3 Marks) 

Ans. Section 6 of the Customs Tariff Act, 1975 empowers CG to levy protective duties on importation of goods into India. This duty 
is levied by the CG on the recommendation of the Tariff Commission when CG is satisfied that under the existing 

circumstances immediate action is necessary for protection of the interests of any industry established in India. For 
imposition of this duty, a notification is made in the Official Gazette. 

 Protective duty, if imposed, shall for the purposes of Customs Act, be deemed to be the “Basic Customs Duty (BCD)”.  

 This duty is not compatible with WTO. 

 

Author 

1. Features of Protective Duty  

(a) Imposed through a separate notification but practically treated as BCD specified in CTA, 1975 itself;  

(b) Notification will specify period upto which protective duty shall be levied. During such period, protective duty may 
be further increased or reduced as the situation demands, 

(c)    For continuation of its levy beyond the period specified in the notification , Bill shall be introduced in the Parliament.   
Once Bill gets approved, notification will cease to have effect.  

 

 
 

 

ANTI-DUMPING DUTY  [When seller exporting goods at less than normal value] 

 
4. Explain briefly the difference between “Basic Customs Duty” and ‘Anti-dumping Duty’ under the Customs Tariff 

Act, 1975. 

      (4 Marks) 

Pts of Distinction Basic Customs Duty Anti-Dumping Duty 

Sec 12 of Customs Act, 1962 Sec 9-A of CTA, 1975 

Basic Objective This duty is a mean to raise revenue. The object of this duty is to guard against the 
situation arising out of unfair trade practices. 

Fundamental Root 
cause for action 

It is a fiscal policy component of the 
government. 

It is trade remedial measures. 



 

 

Nature It is general and universally applicable to all 
imports irrespective of the country of origin 

and export. 

It is levied against specific exporter who is 
engaged in practice of dumping. This duty is not 

against goods in general. 

 

5. Briefly examine the nature and significance of the levy of “Anti-Dumping Duty”, under the Customs Tariff Act, 

1975.      

(6 Marks) 

Ans. Nature of Anti-Dumping Duty (ADD): Generally, a product is said to have been ‘dumped’ if it is introduced into the 

commerce of another country at less than the normal value of the product and it causes material injury to the domestic industry 

of that country. In order to offset or prevent dumping, Sec 9-A of Customs Tariff Act, 1975 provides that the importing 
country may levy “Anti-Dumping Duty (ADD)” on any product not greater than the margin of dumping.  

 To illustrate, if a camera is exported from US to India, whose export price is US $ 100/- and the domestic selling price of the 

camera within US is US $ 125/-, then the export price being less than the domestic selling price, it is said that US is dumping 
the camera into India with dumping margin of US $ 25/- and under Section 9A of the CTA, anti-dumping duty to the extent of 

US $ 25 can be levied. 

 The principle behind anti-dumping laws is to protect the domestic industry from being adversely affected by import of goods at 

export prices which are below the normal value of the goods in the domestic market of the exporter. It shall be noted that 
rationale behind levy of ADD is not to raise revenue but to ensure protection to domestic industry against price-discriminatory 

practices of exporters. 

 Significance of levy of Anti-Dumping Duty (ADD): The purpose behind the imposition of ADD is to curb unfair trade 

practices resorted to by exporters of a particular country of flooding the domestic markets with goods at rates which are lower 
than the rate at which the exporters normally sell the same or like goods in their own countries so as to cause or be likely to 

cause injury to the domestic market. The levy of dumping duty is a method recognized by WTO (World Trade Organization) 
which seeks to remedy the injury.  

 

Tutorial Note: Anti-dumping Duty is levied by CG upon satisfaction of following conditions: 

1. Exporter is found to be guilty of dumping the products in India – i.e., he is exporting to India at a price which is less than its normal 
value; 

2. His dumping is causing injury to domestic industry in India – i.e., landed cost of imported goods is less than the fair selling price of 
the domestic industry in India; 
. 

3. Exporter is not ready to discontinue the practice of dumping; 
, 

 

  

6. Discuss in brief the following: 

(i) For what period, Anti-dumping duty can be imposed? 

(ii) Whether affected party can request for withdrawal or variation of anti-dumping duty during the initial 
imposition period? 

(iii) Whether extension of original imposition period is also possible? If yes, under what circumstances?  

(2*3 = 6 Marks) 

Ans. (i) Anti-Dumping duty once imposed shall be valid for a period of 5 years, unless it is revoked earlier. 

 (ii) Yes, affected party can make a request for that purpose. Designated Authority on basis of such request may carry out 

review of ADD. 

 (iii) Original imposition period can be extended from time to time. Any extension shall fulfill following conditions: 

a. Extension shall be done only after carrying out a review (generally referred as ‘sunset review’) where the outcome 

of review indicates that discontinuation of ADD is likely to lead to continuation or recurrence of dumping and injury; 

b. Extension at one time can only be for a maximum period of 5 years. 

c. Extension shall be applicable from the date of order of extension only. (*Order of Extension = here basically means, 

issuance of notification extending period) 

 
 *SUNSET REVIEW: Review done to decide continuation or otherwise of the ADD beyond the stipulated period of 5 years.  

 The purpose of a Sunset review is to investigate whether the cessation of anti-dumping duty is like to lead to continuation or 
recurrence of dumping and injury.  
. 

 

 Extension of time-period 

(A) Extension is possible only upon sun-set review.  

 



 

 

(B) Sun-set review must be initiated before the expiry period of original imposition of 5 years. In the absence of any 
initiation of a sunset review, the anti-dumping duty lapses at the expiry of 5 years from the date of its initial imposition.  

 

CBEC Circular 05/2015- Cus   (dated 28th Jan, 2015) 

 In cases, where Director General (Anti-Dumping) has not initiated any sunset review before the expiry of aforesaid 5 
years, no anti-dumping duty can be collected beyond the period of 5 years from the date of its imposition. 

 

Review: Initiation vs Conclusion [Initiation before expiry of original validity period is must, review can gets concluded later]  
. 

1. Review initiated within original validity period of 5 years and also concluded within that period. 
 Notification extending period of levy shall be passed on date of expiry of original period. 

 Extension will take effect with issuance of such extension notification. 

 

2. Review initiated within original validity period of 5 years and not concluded within that period. 
 Pending such review, ADD can be continued for a period of 1 year. 

 Notification extending levy shall still be passed on date of expiry of original validity period of 5 years, else 
original levy of ADD will lapse. 

. 

 KUMHO PETROCHEMICALS CO LTD- 2017- SC: Continuity of ADD pending outcome of sunset review-  
Continuity is not automatic, it requires ‘notification in OZ’ 

 

 If extension notification is not passed with the expiry of period of original levy, then such extension notification 
can be passed post-facto. In that case, extension shall have effect from date of issuance of such extension 
notification. 

 

 KUMHO PETROCHEMICALS CO LTD- 2017- SC: 

 Sun-set review initiated before expiry of 5 years but not concluded by end of 5 years period. With expiry of  5 
years period, the original notification cease to have effect. 

 Extension can be granted after the expiry of the original period. 

 Only point is that if an order of extension is passed after sunset review, the extended period will commence 
only from the date of such extension notification. 

. 

 

 (Expected) 

7. What will be the dates of commencement of the definitive anti-dumping duty in the following cases under 

section 9A of the Customs Tariff Act, 1975 and the Rules made thereunder: 

 (i) Where no provisional duty is imposed; 

 (ii) Where provisional duty is imposed; 

 (iii) Where anti-dumping duty is imposed retrospectively from a date prior to the date of it of provisional duty. 

(2*3 = 6 Marks) 

Ans. The date from which imposition of definitive (finalized) anti-dumping duty shall take effect under different situations have been 

discussed below: 

 (i) When no provisional duty is imposed: ADD (Anti-Dumping Duty) is imposed by CG by notification in Official Gazette. 

The duty so imposed shall take effect from the date of notification itself. 

 (ii) When provisional duty is imposed: ADD (Anti-Dumping Duty) can be imposed provisionally pending the 

determination of margin of dumping. The provisional imposition will take effect from the date of notification imposing 
provisional duty. Provisional imposition can be for a maximum period of 6 months. And as and when “margin of dumping” 

is determined, notification imposing final ADD shall be issued. The notification of finalization of anti-dumping duty would 
take effect from the date on which provisional duty was notified [NITCO TILES TLD. – 2006- TRIBUNAL]. 

. 

Provisional Imposition can be for 6 months only:   
Sec 9-A provides that provisional imposition can be for a maximum period of 6 months. 

Thus, definitive ADD imposition shall take place within this period only. 
If definitive ADD is not imposed within 6 months, then upon expiry of 6 months, provisional levy will lapse. 
Subsequently, when definitive/final ADD is imposed, it cannot cover the ‘gap’ period - M/S GN EXPORTS & 

OTHERS- 2015-SC 
. 

Note: The gap period begins the day after the end of the 6-month period, and ends the day before the final 
determination (notification) is published.  

. 

 

(iii) When provisional duty is imposed with retrospective effect: ADD (Anti-Dumping Duty) can be imposed 
provisionally even with retrospective effect pending the determination of margin of dumping. The retrospective 



 

 

provisional imposition can be for a maximum period of 90 days prior to date of provisional imposition. The provisional 
imposition will take effect from the date from which retrospective effect is stated to be given. And as and when “margin 

of dumping” is determined, notification imposing final ADD shall be issued.  

 Period of duration of 5 years would commence from the retrospective date from which the dumping duty is imposed 

[NITCO TILES TLD. – 2006- TRIBUNAL]. 

  

8. Whether order made determining margin of dumping is appealable under Customs Appeal provision or under 

WTO appellate forumn?  

 

Ans. The order passed determining ‘margin of dumping’ is appealable to CESTAT. Sec 9-C of CTA, 1975 provides for direct appeal 

to CESTAT. Against order passed by Tribunal in such appeal, further appeal will lie either to HC and SC. 

 
Author 
 In terms of Sec 129-A, ‘adjudication order passed by Principal CC / CC’ and ‘appeal order passed by CC (Appeals) u/Sec 128 -A’ are 

only appealable to CESTAT. 

 In terms of Sec 129-A, order passed by Designated Authority in relation to ‘antidumping matter’ is non-appealable to CESTAT.  

 However, Sec 9-C (specific section) made these orders appealable to CESTAT. 

 CESTAT order shall further be challengeable before HC (u/Sec 130), or SC (u/Sec 130-E), as the case may be. 
. 

 
 

9. M/s Priya has imported certain goods weighing 1,000 kgs, with CIF value US $40,000. 

 Exchange rate was 1$ = Rs 45 on the date of presentation of bill of entry. 

 BCD@10% and Social Welfare Surcharge @10% is chargeable. 

 As per notification issued by CG, ADD has been imposed on such goods. In terms of notification, ADD shall be 

the difference between amount calculated @US $ 60 per Kg (the fare price) and ‘landed value’ of goods. 

 IGST is 12% and GST cess is Nil. 

 Compute customs duties (including IGST) 

[CA Final, May, 2010 / May 2017 – 5 marks] 

Ans. 

Tutorial Notes: 

1) Landed Value includes normal customs duties (BCD and SWS) 

2) SWS is not leviable on Anti-Dumping duty. 

 

Computation of Landed Value: 

 CIF value (Rs) = ($40,000 * 45) = 18,00,000  (this is Customs AV) 

 Normal Customs Duties = (11% of 18,00,000) = 1,98,000/-  

 Landed Value of goods = (18,00,000 + 1,98,000) = 19,98,000 

 

 

Computations of Anti-dumping duty (as imposed by ADD notification): 

         Anti-dumping duty = 

a) Cost of Commodity calculated @ US $ 60 per kg  [(1,000 kg * 60 per kg) $  * Rs 
45]  

[This is basically ‘Fair Reasonable Price’ as per Director General (Anti-dumping)] 

27,00,000 

b) Landed Value of the Commodity Imported   

         [Sec 14(1) Value + Normal Duties (BCD + SWS)] = 19,98,000 

19,98,000 

Anti-Dumping Duty on the consignment 7,02,000 

 

 

Computation of IGST: 

1) Value as per Sec 3(8) for purposes of levying IGST on imports (as clarified by CBEC too) = (Sec 14 + BCD + SWS + ADD) = 
(18,00,000 + 1,98,000 + 7,02,000) = 27,00,000      
  

2) IGST @12% = 27,00,000 * 12% = 3,24,000/-  

 

 

 



 

 

 

 

CVD on subsidized articles  [When exporting country is giving subsidy to exporters] 

 
10. Explain briefly the difference between “Anti-dumping Duty” and ‘CVD on subsidized articles’ under the Customs 

Tariff Act, 1975. 

      (4 Marks) 

Ans. 

Pts of Distinction Anti-Dumping Duty CVD on Subsidized Articles 

Sec 9-A of CTA, 1975 Sec 9 of CTA, 1975 
 The object of this duty is to guard against the situation 

arising out of unfair trade practices. 
The object of this duty is to guard against the situation 
arising out of unfair trade practices. 

 It is trade remedial measures. It is trade remedial measures. 

Nature It is levied against specific exporter who is 
engaged in practice of dumping.  

It is levied when exporting country is providing 
subsidy to exporter which is fulfilling following 
conditions: 

1) Subsidy relates to export performance; 
2) Subsidy relates to the use of domestic goods 

over imported goods in export article; 
3) Subsidy has been conferred on limited 

number of persons engaged in export of such 
articles; 

Effect of imposition ADD is exporter specific. CVD on subsidized article is country specific. 

 

Maximum amount Dumping Margin (which is difference of 
normal value of goods and export price). 

 

Subsidy given 

 
Author 
 An exporter is found to be selling goods into India at an export price which is less than its normal value . 

o Situation-1: He is selling goods cheaper on his own and bearing present losses with hopes of market capturing 
and future profits. 

This is case for imposition of ADD. 

 

o Situation-2: He is selling goods cheaper as Govt. of his country is providing him the subsidy. 

This is case for imposition of ADD. 

Also, This is case for imposition of CVD on subsidized articles. 

Either of the two sections can be used. But definitely both the sections cannot be used. For same situation, both ADD and CVD  
on subsidized articles cannot be levied – Sec 9-B of CTA, 1975. 

 

o Situation-3: He is selling goods cheap -- Govt. of his country is providing him the subsidy and some loss he is 
bearing 

This is case for imposition of ADD (to extent of margin of dumping) 

Also, this is case for imposition of CVD on subsidized articles (to extent of subsidy) 

Best is to take the case under section 9-A of CTA, 1975. 
. 
. 

 
 

11. With reference to the Customs Tariff Act, 1975, discuss the validity of the imposition of customs duties in the 

following cases:- 

 (a) Both countervailing duty (on subsidized article) and anti-dumping duty have been imposed on an article 

to compensate for the same situation of dumping. 
 

 (b) Anti-dumping duty has been levied on an article for the reason that the same is exempt from duty borne 
by a like article when meant for consumption in the country of origin. 

 

 (c) Definitive anti-dumping duty has been levied on articles imported from a member country of World Trade 
Organization as a determination has been made in the prescribed manner that import of such article into 

India threatens material injury to the indigenous industry. 



 

 

[ICAI RTP- NOV 2014] 

Ans. (a) Not valid. As per Sec 9-B of the Customs Tariff Act, 1975, no article shall be subjected to both countervailing duty (on 
subsidized article) and anti-dumping duties to compensate for the same situation of dumping or export subsidization. 

 

 (b) Not valid. As per Sec 9-B of the Customs Tariff Act, 1975, countervailing duty (on subsidized article) or anti-dumping 

duties cannot be levied for the reason that the same is exempt from duty borne by a like article when meant for 
consumption in the country of origin. 

 

 (c) Valid. As per Sec 9-B of the Customs Tariff Act, 1975 Customs Tariff Act, 1975, no definitive countervailing duty or anti-
dumping duty shall be levied on the import into India of any article from a member country of the World Trade 

Organization or from a country with whom Government of India has a most favoured nation agreement, unless a 
determination has been made in the prescribed manner that import of such article into India causes or threatens material 

injury to any established industry in India or materially retards the establishment of any industry in India. 

 

12. M/s. D Ltd. imported flat-rolled products of stainless steel with CIF value US $ 40,000 from China. Exchange 

rate was 1 US $ = ` 45 on the date of presentation of bill of entry. Basic customs duty is chargeable @10% and 
Social Welfare Surharge @10%. Said product, if imported from China, is liable to anti-subsidy duty @18.95% of 

landed value. IGST on similar product supplied in India is 18%. 

 You are given that “landed value” for levy of anti-subsidy duty means customs value plus all normal duties of 

customs. 

Ans. Computation of Landed Value: 

 CIF value (Rs) = ($40,000 * 45) = 18,00,000  (this is Customs AV) 

 Normal Customs Duties = (11% of 18,00,000) = 1,98,000/-  

 Landed Value of goods = (18,00,000 + 1,98,000) = 19,98,000 

 

Computations of Anti-subsidy duty (as imposed by notification): 

         Anti-subsidy duty = 19,98,000 * 18.95% = 3,78,621 

 

Computation of IGST: 

1) Value as per Sec 3(8) for purposes of levying IGST on imports (as clarified by CBEC too) = (Sec 14 + BCD + SWS + Anti-subsidy 
Duty) = (18,00,000 + 1,98,000 + 3,78,621) = 23,76,621       

2) IGST @18% = 23,61,633  * 18% = 4,27,792/-  

 
 
 

Safeguard duty  [Temporary Duty to give Indian industry time to adjust against fair cheap imports] 

 

Safeguard 
 It is a form of temporary relief. 

o It is used when import of a product increase unexpectedly to the point that they cause or threaten to cause 
serious injury to domestic producers. 

Safeguards give domestic producers a period of grace to become more competitive vis-à-vis imports. 

Objective of safeguard is to give the domestic industry a breathing space (some time) to make necessary adjustments - safeguards 
come with an obligation to restructure. Thus, every year the duty amount is lowered down.  

 

o Safeguard is temporary relief – maximum period is 4 years. 

Extension is possible. Extension can be given only if domestic industry comes with proof that it has restructured itself during the 
original imposition period of 4 years. 

Extension is possible for a maximum period of 6 years. 
. 

Beyond 10 years, no safeguard duty is possible. 
. 
. 

 

13. Briefly explain with reference to the provisions of the Customs Act, 1962 following: 

 (i) Protective duty and Safeguard duty 

 (2 marks) 

Ans. “Protective Duty” is customs duty which is levied u/s 6 of the Customs Tariff Act, 1975. This duty is levied by the CG on 

the recommendation of the Tariff Commission when CG is satisfied that under the existing circumstances immediate action is 



 

 

necessary for protection of the interests of any industry established in India. For imposition of this duty, a notification is made 
in the Official Gazette. This duty is not compatible with WTO. 

 . 

 “Safeguard Duty” is also a customs duty which is levied u/s 8-B of the Customs Tariff Act, 1975. This is levied by CG on 

its own when after conducting enquiry it is satisfied that import of an article has been increased in quantitative terms and the 

increase has taken place to such extent that it is threatening to cause or causing serious injury to domestic industry. This duty 
is also imposed by notification in Official Gazette which can remain in force for maximum 10 years. This duty is compatible 
with WTO. 

 

Pts of Distinction Protective Duty Safeguard Duty 

Sec 6 of CTA, 1975 Sec 8-B of CTA, 1975 

Basic It is levied to protect domestic industry.  It is levied to give breathing space (some time) to 
domestic industry. 

Nature It is permanent protection. It is temporary relief. 

 

Imposition It is imposed if its levy is recommended by 
Tariff Commission of India (which works under 
Ministry of Commerce and Industry). 

It is imposed by CG after carrying out detailed 
investigation as to its necessity.  

 

Manner of 
imposition 

It is imposed by issuance of notification in OZ. 

Notification is issued for certain period. 

For continuation beyond that period, Bill is 
introduced in Parliament. 

It is imposed by issuance of notification in OZ. 

Notification is issued for certain period. 

The total period of imposition cannot exceed 
10 years. 

 

WTO compatibility It is not compatible with WTO. 

So, it cannot be used against member 

countries of WTO. 

 

It is compatible with WTO. 

So, it can be used against member countries of 

WTO. 

 

 

14. Write a short note on: “Product Specific Safeguard Duty”. 

(3 Marks) 

Ans. Product specific safeguard duty is that duty which is imposed by CG when the CG is satisfied that any article is imported into 

India in such increased quantities and under such conditions so as to cause or threatening to cause serious injury to 

domestic industry. This duty is imposed under the authority given u/s 8B of the Customs Tariff Act, 1975.  This duty is 
imposed by notification in the Official Gazette.  

 If CG feels that imports of any article have increased to such extent that it is causing or threatening to cause injury to domestic 

industry, then CG may impose this duty to safeguard domestic industry.  

o Once imposed, this duty shall be applicable on all imports of that goods into India, irrespective of the country from which 

they are coming. In other words, this duty is applicable on non-discriminatory basis (it does not differentiate imports of that 
goods is from which country). The only imports which will remain protected from imposition of this safeguard duty are: 

(i) Import of article which has originated from a developing country and the share of import of that article does not 

exceed 3% of the total import of that articles into India;  

(ii) Import of article which has been originated from more than one developing  country(like, European Union) and the 

aggregate of import from “developing countries each with less than 3% import share does not exceed 9% 
of the total import of that articles into India;  

 

15. Determine Customs Duty payable under CTA, 1975 (including safeguard duty of 30% under section 8B of said 
Act) with the following details available on hand :  

Import of Sodium Nitrite from a developing country from 26-2-17 to 25-2-18 (both days 

inclusive) 

` 30 

lakh 

Share of import of sodium nitrite from developing country against total imports of sodium nitrite 
to India 

4% 

BCD (including SWS) 11 % 

Integrated Goods and Services Tax (IGST) 18% 

(May 2016, 4 Marks) 

Ans. Safeguard Duty leviable as share of import of article from importing country is exceeding 3%.  



 

 

1. Customs Value 30,00,000 

2. Basic Customs Duty @11% 3,30,000 

3. Safeguard Duty @30% of customs value being Rs 30 lakhs  

[Entire Rs 30 lakhs would be charged to safeguard duty; as per first proviso, either safeguard is not 
levied in full or is levied in full. There is no exemption to first 3% imports; in fact, 3% is leviability 

criteria] 

9,00,000 

. 

Computation of IGST: 

1) Value as per Sec 3(8) for purposes of levying IGST on imports (as clarified by CBEC too) = (Sec 14 + BCD + SWS + Safeguard Duty) = 
(30,00,000 + 3,30,000 + 9,00,000) = 42,30,000       
 

2) IGST @18% = 42,30,000  * 18% = 7,61,400/-  

 

 

16. Explain briefly the difference between “Safeguard duty” and ‘Anti-dumping Duty’ under the Customs Tariff Act, 
1975. 

 (4 Marks) 

Ans. “Safeguard duty” is levied under Section 8-B of CTA, 1975 with an object to safeguard interest of domestic industry against 

injury that domestic industry may suffer on account of increased quantities in imports. On the other hand, “Anti-Dumping Duty” 
is levied under section 9-A of CTA, 1975 with an object to protect the domestic industry from injury that is caused or likely to 

be caused due to imports at lower than normal price from exporting economy. 

 Following table highlights the main differences between the two levies: 

Pts of Distinction SAFEGUARD DUTY ANTI-DUMPING DUTY 

Sec 8-B of CTA Sec 9-A of CTA 

Basic Objective Check quantity of imports in India --- i.e., 
unforeseen flood of imported goods into 

India [it checks unforeseen pressure 
developed on domestic industry due to 
increased imports] 

Check dumping – which results due to unfair price 
discriminatory practices adopted by the exporter on 

his own [i.e., when the export price charged is less 
than the normal value of the goods in the exporting 
country or territory] 

Fundamental Root 
cause for action 

Increased Imports Price-discrimination 

Designated 
Authority 

DG (Safeguards) 

[*DG = Director General] 
DG (Anti-Dumping) 

[*DG = Director General] 

Applicability, 
when imposed 

This duty is ‘goods specific’. 

It is neither ‘country-specific’ nor ‘exporter-
specific’.  

[meant thereby that when imposed in relation to any 

particular goods, it shall be applicable uniformly on imports 

of that goods into India from any country into India, e.g., if 
import of article X was found to be increased in India and 
safeguard duty is imposed by CG, then all imports of article 

X in India from any country of the world shall attract 
safeguard duty] 

. 

This duty is ‘goods specific’, ‘country-specific’ as 
well as ‘exporter-specific’. 

 
[meant thereby that when imposed in relation to any particular 
goods, it shall be applicable only when the said goods is 
imported from a particular exporter of a particular country, 
e.g., if Exporter A of USA is found to be dumping article X into 
India and CG imposed Anti-dumping Duty, then this duty shall 
be imposable only on imports of article X from USA from 
Exporter A] 

 

Provisional 
Imposition 

Can be imposed for 200 days Can be imposed for 6 months 

Retrospective 
Imposition of 
Provisional Duty 

Not possible Possible for 90 days 

Duration of levy   

--- Initial imposition 
--- Extension 

4 Years 
6 years maximum 

5 Years 
No limit (however, at any time, extension shall not 

exceed 5 years at a time) 
 

 

 

 

 

 

 



 

 

 

 

Miscellaneous 
 

 

17. An import of article into India is attracting Anti-dumping duty. The importing entity, however, is importing these 

goods for purposes of re-export. Whether still it shall be required to pay Anti-Dumping duty? If yes, whether it 
shall be eligible to claim DBK of this duty also at time of re-export? 

    

Ans. Once notified, ADD becomes leviable on imports. Customs clearance will be given only after this duty is paid. 

 However, if such goods are re-exported, then DBK thereof shall be admissible in terms of Sec 74 of CA, 1962 
read with relevant DBK Rules.  

  

 
Import followed by re-export / export 

Duty paid at time of importation Merchant Exporter 
(re-exporting the imported goods) 

Manufacturer Exporter 
(using imported goods for manufacture of other goods 
and exporting the goods so manufactured in India) 

Normal Customs duties DBK u/Sec 74 DBK u/Sec 75 

BCD Covered by DBK  Covered by DBK 

SWS Covered by DBK Covered by DBK 

   

Special customs duties   

Anti-Dumping duty Covered by DBK Covered by DBK 

CVD on subsidized articles Covered by DBK Covered by DBK 

Safeguard Duty Covered by DBK ** Covered by DBK **  

   

IGST / GST Cess    

IGST Covered by DBK Not Covered 

GST Cess (if any) Covered by DBK Not Covered 

 

** in case importing entity is 100% EoU:  

 Then such unit is not required to pay such duty at time of importation at all. Thus, no question of DBK arises. 
 Rather, in case EoU fails to export, then import duty earlier foregone becomes recoverable from EoU. 

. 

. 

 

18. When shall the safeguard duty under section 8B of the Customs Tariff Act, 1975, not be imposed? Discuss briefly. 

(Nov 2013- 3 Marks) (may 2015- 2 marks) 

Ans. The safeguard duty under section 8B of the Customs Tariff Act, 1975 is not imposed on the import of the following types of 
articles 

a) Articles originating from a developing country, so long as the share of imports of that article from that country does not 

exceed 3% of the total imports of that article into India; 

b) Articles originating from more than one developing country, so long as the aggregate of imports from developing 

countries each with less than 3% import share taken together does not exceed 9% of the total imports of that article 
into India; 

 c) Articles imported by a 100% EOU except under following 2 cases: 

  i) Notification specifically made imposition of safeguard duty applicable to EoU Unit; or 

  ii) The article imported by such unit is cleared as such into DTA or used in manufacture of any goods that are 

cleared into DTA. 



 

 

EXEMPTION FROM DUTY 

 

EXEMPTION – Sec 25 
 

1. Referring to Section 25 of the Customs Act, 1962 discuss the following: 

 (i)  General exemption 

 (ii)  Special exemption. 

(Nov 2009- 2 Marks each) 

Ans. (i) General Exemption: 

  Sec 25 of the Customs Act, 1962 contains the provisions relating to “general exemption” from customs duty. 

 1) It provides that Central Government (hereinafter referred as “CG”) may grant general exemption from payment 

of customs duty.   

 2) Such exemption is granted by CG in public interest. 

 3) Such exemption may be either absolute or conditional. 

 4) Such exemption may be either full or partial 

 5) Such exemption is given by issuance of notification in official gazette. 

 

Tutorial Note: 

1. Automatic Exemption if import/export duty is upto Rs 100/-: Sec 25(6) provides that notwithstanding anything 
contained in Customs Act, no duty shall be collected if it is less than, or equal to, Rs 100/-. 
This feature is unique in Customs [no such parallel provisions exists in GST]. 

  

(ii) Special exemption: 

  Sec 25 of the Customs Act, 1962 also contains the provisions relating to “special exemption” from customs duty. The 

special exemption is also known as “Ad-hoc exemption”. 

 1) It provides that Central Government (hereinafter referred as “CG”) may grant special exemption from payment 
of customs duty.   

 2) Such exemption is granted by CG in public interest. 

 3) Such exemption is given only under circumstances of exceptional nature. 

 4) Such exemption is given by passing order. This order is referred as “ad-hoc exemption order”. 

 

 

CASE-STUDIES 
 

2. An importer imported certain inputs for manufacture of final product. A small portion of the imported inputs 
were damaged in transit and could not be used in the manufacture of the final product. An exemption 

notification was in force providing exemption in respect of specified raw material imported into India for use in 
manufacture of specified goods, which was applicable to the imports made by the importer in the present case. 

Briefly examine whether the importer could claim the benefit of the aforesaid notification in respect of the entire 
lot of the inputs imported including those that were damaged in transit.  

(3 Marks) 

Ans. As per the given facts, the importer has certain inputs which he intended to use for manufacture of specified goods. Since some 

of the inputs were damaged in transit, these could not be used for manufacture of specified goods. There existed an exemption 
notification providing exemption from payment of customs duty in respect of inputs imported into India for use in manufacture 

of specified goods. 

  The issue for consideration before us is whether the words “for use” in exemption notification shall be construed to mean 

“intended for use” and thereby, entitling assessee to claim exemption in respect of the entire lot of inputs (including that 
quantity that was damaged in transit). 

  The said issue has been considered and decided by Hon’ble SC in the case of BPL DISPLAY DEVICES LTD.-2004. On identical 
facts, it was held therein that “the words ‘for use’ used in exemption notification shall be construed (*interpreted) to mean 
‘intended for use’. The basic object of grant of such exemption was to debar(*makes ineligible) only those importer/manufacturers 
from the benefit of the Notification who tried to divert the imported goods or other purposes and had no intention to use the 

same for manufacture of the specified items at any stage. The imported goods which got damaged during transit and thus 



 

 

could not be used for manufacture of specified goods, can’t be denied the benefit of said exemption as they were intended for  
use in the manufacture of final product but could not be used due to shortage/leakage/damage.” 

  In light of above discussion, importer is entitled to claim exemption benefit in respect of entire lot of imported inputs 
(including the quantity damaged in transit). 

 

3. M/s Pure Energy Ltd. is engaged in oil exploration and has imported software containing seismic data. The 
importer is entitled to exemption from Customs duty subject to the condition that an “essentiality certificate” 
granted by the Director General of Hydrocarbons. The certificate was not made available to the importer within 

a reasonable time by the Director General of Hydrocarbons. The Customs department rejected the importers 

claims for exemption. Examine briefly whether the department’s action is sustainable in law. 

(4 Marks) 

Ans.  As per the given facts, M/s Pure Energy Ltd has imported certain software. The said goods were exempted from customs duty 
subject to the condition of grant of “Essentiality Certificate” by the Director General of Hydrocarbon. As the said certificate was 

granted belatedly by Director General of Hydrocarbon, the customs officer refused to grant exemption benefit on ground of 
non-compliance of associated conditions. 

  The issue for consideration before us is whether the denial of exemption benefit in the given facts and circumstances o f the case 

is justified particularly when non-compliance of condition was not attributable to neglect or delay on part of importer. 

  The said issue has been considered and decided by Hon’ble SC in the case of TULLOW INDIA OPERATIONS LTD. -2005. On 

identical facts, it was held therein that “Conditions referred to in Section 25(1) of Customs Act, 1962 as regard time when such 
certificate is to be produced would mean those which were within control and power of importer - If it is not within power and 

control of importer and depends upon acts of other public functionaries, non-compliance of such condition (subject to just 

exception) cannot be held to be a condition precedent which would disable it from obtaining benefit therefrom for all times t o 
come” 

  In view of above discussion, assessee is entitled to the benefit of exemption notification and thus, Department’s action 

of denying exemption is not sustainable in law. 

 

4. Sun Synthetic Fibres was an importer. It had imported one unit of the equipment which was declared as "High 

Speed Draw Warping Machine along with essential spares". The importer claimed that these goods are covered 

under an exemption notification. 

 Under said notification, exemption was available in respect of the High Speed Warping Machine with yarn 
tensioning, pneumatic suction devices and accessories. Undisputedly, the assessee had imported High Speed 

Warping Machine, but it had drawing unit and not the pneumatic suction device.  

     The textile commissioner, who was well conversant with these machines, had stated that the goods imported 
by the assessee were covered under the exemption notification. He further stated that drawing unit was just 
an essential accessory to the machines imported by assessee and, therefore, was covered under said 

notification. Revenue contended that the machine imported by the assessee was not in consonance with the 
exemption notification and, therefore, the benefit of exemption should not be available under the notification 

to the assessee. 

    Discuss whether the contention of the Revenue is sustainable in law, with the help of decided case law, if any. 

(May 2013- 3 Marks) 

Ans. Pneumatic Suction device: - The pneumatic suction devices are machines used for the purpose of sucking of vapour/gas, 
while the High speed warping machine is activated or warped. 

. 

       The contention of revenue is not sustainable. 

 On identical facts, Hon’ble SC in case of KONKAN SYNTHETIC FIBRES - 2012-SC held that ‘when no statutory definition 
is provided in respect of an item in the Customs Act or the Central Excise Act, The trade understanding i.e, the understanding 
in the opinion of those who deal with the goods in question would be safest guide’. 

 

 (Imp) 

5. BHARAT DIAGNOSTIC CENTRE was affiliated to a CANCER HOSPITAL. It need to import certain medical 

equipments. 

 The Central Government has issued Notification No. 63/88-Cus, dated 1-3-1988 granting exemption to hospital 
equipments imported by specified category of hospitals (charitable) subject to certification from the 
Directorate General of Health Services (for short, “the DGHS”) to the Government of India. Exemption 
Notification defined ‘Hospital’ to include includes any Institution, Centre, Trust, Society, Association, 

Laboratory, clinic and Maternity Home which renders medical, surgical or diagnostic treatment.”  



 

 

 BHARAT DIAGNOSTIC CENTRE approached the DGHS for grant of Customs Duty Exemption Certificate as 
provided under the notification. On the request so made by the appellant, the DGHS had granted the 

exemption certificate. The appellant making use of that exemption certificate had imported machinery and 

had claimed exemption from payment of customs duty and the same was granted to the appellant.  

 On a subsequent date, the competent authority, i.e. the DGHS, after issuance of a show cause notice to the 
appellant had withdrawn the exemption certificate issued previously. Since the exemption certificate that was 

granted earlier was withdrawn by the competent authority, the Customs authorities had issued a demand 
notice directing the appellant to pay the customs duty.  

 Assessee challenged the demand notice on the ground that it had obtained exemption certificate from DGHS. 
Subsequent withdrawal of exemption certificate by DGHS could not lead to any demand upon him. 

 Whether assessee’s contention is legally tenable. 

 

Ans. The contention of assessee importer is not correct. 

 On identical facts, Hon’ble SC in case of BHARAT DIAGNOSTIC CENTRE - 2014-SC held that ‘If the foundation on which 
the appellant was entitled to claim exemption, i.e. the exemption certificate, before the Customs Authorities was withdrawn 
by the competent authority, the natural consequences must follow, that being the non-applicability of the exemption from 
custom duty. As a consequence of the absence of a valid exemption certificate, the appellant would be liable to pay 
appropriate custom duty.’ 

 

SC observed that: - In the instant case, the DGHS duly issued an exemption certificate but subsequently the same was withdrawn by 
the same authority. If for any reason the appellant was aggrieved by such withdrawal, it should have questioned the same.  

 

 

 

CLASSIFICATION PRINCIPLES vis-à-vis INTERPRETATION OF EXEMPTIONS 
 

 

6. India Car Co. is manufacturing passenger cars and has entered into a joint venture agreement and collaboration 

with Videshi Car Co. India Car Co. imported from Videshi Car Co. a shipment of 24 CKD packs (completely 
knocked down condition) of passenger car components. They filed Bill of Entry for clearing the goods, which 

were claimed to be components of motor cars. The components imported in CKD packs were such that cars could 
be manufactured by assembling those components. They also claimed benefit of a Notification exempting 

components, including components of motor cars in semi-knocked down packs and completely knocked down 
packs.  

     The Adjudicating Authority held that the imported components being complete cars in CKD packs, had the 
essential character of the finished product and as such the consignment were to be treated as motor cars and 

not components. It was also held that India Car Co. was not entitled to the benefit of the notification as the 
notification was only for COMPONENTS.  

     The questions for consideration are:  

 (i)   Whether the CKD packs imported into the country could be considered to be motor cars for the purpose 
of classification and clearance? 

 (ii)   Whether India Car Co. is entitled to the benefit of exemption notification? 

 

Ans. The facts of the given case are similar to the facts of the case of MAESTRO MOTORS LTD. – 2004- SC decided by the SC  

 (i) As per interpretative Rule 2(a) of the General Rules of Interpretation of Customs Tariff, any reference in a heading to 
an article shall be taken to include a reference to that article complete or finished, presented unassembled or dis-

assembled.  

  In the Maestro Motors case, the passenger car components were imported in CKD packs. Thus, what was imported was 

completely knocked down cars. The components imported had the essential character of a complete car even though 
presented in unassembled form. Thus, in view of Rule 2(a) of the General Rules of Interpretation of Customs Tariff, SC 

held that the components in CKD packs would be classified as motor car. 

     Therefore, in case of India Car Co. also, the CKD packs should be classified as cars for the purpose of classification 

and clearance. 
. 

 (ii)  In the Maestro Motors case, it was observed by SC that a notification has to be interpreted in terms of its 
language. 

 Only if exemption notification provides exemption with reference to tariff items in the First Schedule to the Customs 

Tariff Act, 1975, then the Rules of Interpretation shall be applied. In that case even for the purposes of the 



 

 

notification, the goods will be classified in the same manner as they are classified for purposes of payment of 
customs duty.  

 However, where the language of the notification is plain and clear effect must be given to it. 
. 

  In this case the notification exempted components, including components of fuel efficient motor cars in semi-knocked 

down packs and completely knocked down packs. The Apex Court held that for purposes of levy of customs duty, by 
virtue of interpretative Rule 2(a) of the General Rules of Interpretation of Customs Tariff, the components in a completely 

knocked down pack would be considered to be cars. However, in view of the clear language of the Notification, the 
components including components in completely knocked down packs would be exempted.  

     Thus, in view of the abovementioned judgment, the components in CKD packs imported by India Car Co. would get 
the exemption under the Notification, even though for purposes of classification and clearance they may be considered 

to be motor cars.  
 

Related case-study 
. 

Whether exemption to ‘plant’ is extendable to exemption to ‘parts of plant’? 
. 

 IVRCL INFRASTRUCTURE & PROJECTS LTD- 2015 – SC         

Facts Assessee= Builder 
He was awarded a contract for construction of road by NHA -National Highway Authority of India. 
. 

Under customs, there was one E/N (issued by CG) was in existence 
Hot mix plant viz. 'goods required for construction of roads' shall be exempt from customs duty  
. 

--- if imported by a 'person' awarded a contract by NHA-National Highway Authority’. 
. 

 

Assessee was also requiring HOT MIX PLANT which he arranged into following manner:  

He placed with order with Foreign company 'L' - All 'critical items' required for setting up of said 
plant was supplied by foreign company. 

He placed with order with Indian company 'M' - Some 'subsidiary items' required for setting up of 
said plant was supplied by Indian company. 

. 

On imports made from foreign company, Assessee claimed benefit of E/N which was exempting import of Hot Mix Plant.  
. 

Department: Exemption denied on grounds that what was imported was not a hot mix plant but only certain parts of such 
plant  
. 

Assessee: As per Rule 2(a) of the GRI (General Rules For The Interpretation) as contained in CTA, 1975, incomplete 
article shall be treated/classified as ‘complete article’ if in complete form it has all essential character of complete article/good/ 
Further, heading referring hot mix plant shall cover hot mix plant in unassembled form. 
. 

Department: Rule 2(a) is not applicable – since issue under consideration is applicability of exemption notification and not 
classification under CTA, 1975.  
Department relied upon old judgment of SC in case of MASTERO MOTORS-2004. 

 

Issue Whether assessee entitled to exemption in given case? 
 

Held Assessee is not entitled to exemption 
 In the instant case, Interpretative rule 2(a) will have no application to the exemption notification.  

o Thus an unassembled plant which is incomplete but which has the essential character of a complete plant 
is not the test to be applied in the present case. 

 Exemption notification has to interpreted on its plain wordings. 
o in this case, a complete plant in an unassembled form has not in fact been imported. Hence, 

exemption is not applicable. 
. 

 

Author: Exemption has to be interpreted on its own wordings. 
 

 

 

Exemption notification is not meant for SMUGGLED GOODS 
 

 

7. Whether benefit of exemption notification meant for “imported goods” could be extended in case of “smuggled 

goods”. 

(May 2012, 1.5 Marks] 

or 

 Smuggled goods were seized from Mr. Das by Customs authorities in Airport on his arrival from Dubai. During 

adjudication proceedings, he claimed before the adjudicating authority exemption under a Customs Notification 



 

 

applicable for imported goods. Examine whether benefit of exemption notification available for imported goods 
can be extended to smuggled goods. Answer in two sentences.  

[Nov. 2017, 2 Marks] 

Ans. No. It was held in CC v. M. Ambalal & Co. ]2010] (S.C.) that exemption u/s 25 of Customs Act is granted in public interest 

and smuggling has no relation to public interest. Further, Central Government never intends to exempt smuggled goods; 

exemption is intended to validity imported goods. Hence, exemption meant for imported goods cannot be extended in case of 
smuggled goods. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 



 

 

POWERS OF CUSTOMS OFFICERS 

Sec 100 Power to search suspected persons entering or leaving India, etc 

Sec 101 Power to search suspected persons in certain other cases 

Sec 102 Persons to be searched may require to be taken before gazetted officer of customs or magistrate 

Sec 103 Power to screen or X-ray bodies of suspected persons for detecting secreted goods 

Sec 104 Power to ARREST 

 

Sec 105 Power to search premises 

 

Sec 106 Power to stop and search conveyance 

 

Sec 106-A Power to Inspect (goods and accounts) 

 

Sec 107 Power to examine persons (during the course of any enquiry in connection with the smuggling of any goods) 

Sec 108 Power to summon persons to give evidence or produce documents 

 

Sec 110 Seizure of (Goods), (Documents, things) 

Sec 110-A Provisional release of goods, documents and things seized pending adjudication 

 
Sec 144 Power to take SAMPLES 

 

 

CUSTOMS OFFICER- CLASSES AND THEIR APPOINTMENT  [Sec 3 / 4/ 5/ 6] 
 

1. Write short note on: Classes of Officers of Customs  

                                         

Ans. Sec 3 of the Customs Act provides that there shall be the following classes of officers of customs, namely:- 

(a) Principal Chief Commissioner of Customs, Chief Commissioners of Customs; 

(b) Principal Commissioner of Customs, Commissioners of Customs;  

(c) Commissioners of Customs (Appeals); 

(d) Joint Commissioners of Customs or Additional Commissioner of Customs; 

(e) Assistant Commissioners of Customs or Deputy Commissioner of Customs; 

(f) Such other class of officers of customs as may be appointed for the purposes of this Act 

 

2. Explain briefly : Appointment of officer of customs. 

 (May 2008 - 2 Marks) 

Ans. Sec 4 of the Customs Act deals with appointment of customs officer.  

 It provides that CBEC may appoint any person as customs officer*.  

 Further, CBEC may authorize a Principal Chief CC  or a Chief CC or a Principal CC or a CC or JC or AC/DC to appoint officers 

below the rank of AC. 

 

3. Briefly explain the powers of officers of Customs under section 5 of the Custom Act, 1962.  

 

Ans. Sec 5 of the Customs Act deals with powers of Customs officers. It makes following provisions: 

 An officer of customs may exercise the powers and discharge the duties conferred or imposed on him under this Act subject 

to such conditions and limitations as CBEC may impose*. He may also exercise the powers and discharge the duties 

conferred or imposed under this Act on any other officer of customs who is subordinate to him.  

 However, a Commissioner (Appeals) shall not exercise the powers and discharge the duties conferred or imposed on an 

officer of customs other than following two: 

(a) Powers and duties as specified in Chapter XV of Customs Act (Powers and duties related to Appeals) and  

(b) Powers and duties as specified in section 108 of Customs Act (power to summon persons for giving evidence).  

 

4. With reference to section 6 of the Customs Act, 1962 examine briefly whether the CG could entrust any function 

of the CBEC or any officers of Customs to any officer of any other department. 



 

 

(Nov 2006- 3 Marks) 

Ans. Sec 6 of the Customs Act, 1962 empowers Central Government to entrust any functions of the CBEC or any officer of 
customs to officer of other department. In this regard, following points shall be noted: 

(i) The other person to whom such functions may be entrusted shall be either a CG or SG officer or an officer of local 

authority.  

(ii) The entrustment shall be made by issuing a notification in the Official Gazette to that effect. 

(iii) Such entrustment can either be conditionally or unconditionally. 

 
 

POWERS OF CUSTOMS OFFICERS   [Sec 100 to 110-A] 
 

5. Write a brief note on the following with reference to the Customs Act, 1962: 

 (i) Power to search persons under section 100 and section 101. 

(3 Marks) 

Ans. Power to search persons under section 100 & 101: Under Customs Act, 1962, both sec 100 and 101 gives power of 
search to the customs officer.  

Power of Search u/Sec 100 Power of Search u/Sec 101 

Sec 100 provides power of search to the proper officer. Sec 101 provides for search by only by that customs 

officer who has been empowered by Principal CC / 
CC. 

Such search can be conducted in relation to any 

goods. 
 

Search under this section is possible only in relation to 

specified goods (e.g., Gold, Diamonds, manufactures of 
gold and diamonds, watches, other notified goods). 

Any person who is in customs area or has landed from board 

or is about to Board or is in Board of either any vessel within 
Indian Customs Area or Foreign going aircraft or vehicle or 

entering India by any other means can be searched under 
sec 100 if he has secreted about his person, any goods liable 

to confiscation or any documents relating thereto. 

There is no restriction as to place of search. The person can 

be searched at any place. 

 

 (ii) Power to stop and search conveyance 

  

Ans. Sec 106 of the Customs Act grants power to customs officer to stop and search any conveyance if the proper officer has 

reason to believe that any conveyance has been, is being, or is about to be, used in the smuggling of any goods or in the 

carriage of any goods which have been smuggled. The officer may, in the case of an aircraft, compel it to land. 

  The officer can break open any lock of door or package, if key is withheld. If the vessel, aircraft etc, doesn’t stop or land  after 
giving signals, it may be chased. If it refuses to stop after firing a signal, the vehicle may be fired upon. 

 

  

6. Explain briefly legal provisions relating to power to SUMMON persons under Customs Act, 1962. 

(May 2009 - 2 marks) 

Ans. Sec 108 of Custom Act, 1962 gives power to any officer (of rank of Gazetted Officer) to issue summon to any person whose 
attendance is considered necessary by him either to give evidence or to produce a document or thing in any inquiry made by 

such officer. 

 The person so summoned shall be duty bound to attend either in person or through his authorized agent, as the said officer 

may direct. The person so summoned shall be bound to state truth or to make statements and produce the documents/things 
as may be required. 

 
Author: 
Ministry of Finance Instruction No. 3/2018-Cus, dated 16th Feb, 2018: Customs Officers may obtain SDR/ CDR (Session Detail 
Records/ Call Detail Records) details directly from telecom service providers u/Sec 108, which empowers any Gazetted Officer of Customs 
to summon any person to give evidence or to produce documents  

 
 

 

 



 

 

 
  

7. Write short note on: Power to take samples under Section 144 of the Customs Act, 1962. 

OR 

 Explain briefly the provisions of the Customs Act, 1962 relating to the powers vested in the customs officers to 
take samples. 

(3 Marks) 

Ans. Sec 144 of the Customs Act grants power to customs officer to take samples of any goods (whether imported goods or 
export goods) for examination or testing, or for ascertaining the value thereof, or for any other purposes of this Act. Such 
samples may be taken on the entry or clearance of any goods or at any time while such goods are being passed through the 

customs area. But samples shall be taken in the presence of the owner thereof. 

  After the purpose for which a sample was taken is carried out, such sample shall, if practicable, be restored to the owner. But 

if the owner fails to take delivery of the sample within 3 months of the date on which the sample was taken, it may be disposed 
off. 

  Further, no duty shall be chargeable on any sample of goods taken under this section which is consumed or destroyed during 
the course of any test or examination thereof. 

 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 



 

 

  



 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://t.me/joinchat/AAAAAErlY-7sfckZVsQ3ig 

 

https://youtu.be/gjXxyix2frg 

https://youtu.be/w6gxI03gX-I 

https://youtu.be/tTiWBMk0FDc 

 

                    https://drive.google.com/file/d/19bFtJ5eIAMIxvpfmJBvWlI6iG57HUOH5/view?usp=drivesdk 

https://t.me/joinchat/AAAAAErlY-7sfckZVsQ3ig
https://youtu.be/gjXxyix2frg
https://youtu.be/w6gxI03gX-I
https://youtu.be/tTiWBMk0FDc


 

 

DEMAND & RECOVERY 

 

  



 

 

 

DEMAND OF DUTY NOT-LEVIED / SHORT-LEVIED ETC – Sec 28  [corresponding provisions in GST- Sec 73 & 74] 

 

1. State the situation in which the proper officer is authorized to issue SCN under Section 28 of Customs Act, 1962 

and also the time limit.                                                

(May 2007- 5 Marks) (Nov 2009- 4 Marks) 

Ans. Whenever customs duty is not-levied, short-levied, or erroneously refunded, the proper officer is empowered by Sec 
28 (1) of the Customs Act, 1962 to recover such duty. For demand of such duty, a SCN shall be served upon the person 
chargeable with such duty or interest requiring him to show cause why the amount specified in the notice shall not be recovered 

from him. The said SCN shall be served upon the assessee within the following permissible period: 

 Where non-levy, non-payment, short-levy, short-payment or erroneous refund has resulted because of fraud, 
collusion, willful mis-statement, suppression of facts or contravention of provisions of the Act or the Rules with 
an intent to evade payment of duty, it shall be served within 5 years from the relevant date. 

 

 In any other case, it shall be served within 2 years from relevant date. 

 

 If SCN is not served within the aforesaid time-limit, then demand becomes time-barred by limitation and no duty can be 
recovered in pursuance of such notice. 

 However, where the service of the notice is stayed by an order of a court, the period of such stay shall be excluded in 
computing the aforesaid period of 2 years or 5 years, as the case may be. 

 

 
Author: RELEVANT DATE has been defined to mean following: 

(a) In a case where duty is not levied/ not paid or short levied / 

short paid, 

- Date on which PO makes an order for clearance of goods 

(b) In a case where duty is provisionally assessed u/Sec 18 - Date of adjustment of duty after final assessment thereof or 

re-assessment thereof; 

(c) In a case where duty has been erroneously refunded - Date of refund 

(d) In any other case - Date of payment of duty  
 

 
Spl provision: Sec 28 provides that no SCN shall be issued if amount involved is less than Rs 100/-.   

 

 
Author: Duty recovery proceedings u/Sec 28 

o Interest on such duty is also recoverable @15% p.a. – Sec 28AA 

 
. 

o Penalty also leviable in mala-fide cases – Sec 114-A  (This penalty is equal to 100% of duty) 

(a) Duty with interest paid  

before issuance of SCN or  

within 30 days of receipt of SCN, 

Penalty = 15% of duty 

(b) Duty with interest paid within 30 days of receipt of adjudication order Penalty = 25% of duty 

(c) Any other case Penalty = 100% of duty 
. 

 

 

  

2. M/s. Vijay Exports, an EOU, is purchasing electricity generated by the captive power plant of its sister unit. The 

furnace oil required for running the captive power plant was imported by the assessee (M/s. Vijay Exports) and 
supplied to sister unit for generation of electricity. The assessee also claimed exemption on import of furnace 
oil under a relevant exemption notification. 

 However, the assessee sought a clarification from the Development Commissioner seeking as to whether import 
of furnace oil and receipt of electricity would be liable to duty. The Development Commissioner (having 
jurisdiction over EoU) replied in favour of the assessee and thereafter, the assessee claimed the exemption. 

 A SCN demanding duty was issued on the assessee invoking extended period of limitation of 5 years on grounds 
that the entitlement of duty free import of fuel for its captive power plant lies with the owner of the captive 
power plant, and not the consumer of electricity, generated from that power plant. 



 

 

 Is the action of the department justified in light of the provisions of the Customs Act, 1962? discuss with the 
help of a decided case law.  

  [Nov 2013- 3 Marks] 

Ans. The facts of the given case are similar to the case of UNIWORTH TEXTILES LTD. - 2013 -SC, wherein Hon’ble Supreme 
Court noted  that Section 28  of the Customs Act, 1962 clearly contemplates that for invoking extended period of limitation of 
5 years, the intention to deliberately default is a mandatory pre-requisite. mere  non-payment  of  duties  could  not  
be  equated  with collusion or wilful misstatement or suppression of facts as then there would be no form of non-payment 
which would amount to ordinary default.  Something more must be shown to  construe  the  acts  of  the  assessee  as  fit  for  

applicability  of  extended  period  of limitation. Since assessee EoU had sought clarification from the development commissioner 
and said development commissioner had replied in favour of him, assessee had bona-fide belief that exemption is available. 
Thus, extended period of 5 years is not applicable to case.  

 Therefore, in view of the above-mentioned ruling of the Supreme Court, the action of the Department of invoking extended 
period of limitation is not justified in the light of the provisions of the Customs Act, 1962. 

 
Author: Duty is recoverable, but extended period is not applicable. Thus, duty for normal period of limitation of 2 years can be recovered.   

 

 

 

MALA FIDE CASE – PENALTY LEVIABLE – Sec 114-A  [corresponding provisions in GST- Sec 74] 
 

 

 

 

Penalty leviable ONLY in mala-fide cases – Sec 114-A  (This penalty is equal to 100% of duty) 

(a) Duty with interest paid - before issuance of SCN or - within 30 days of receipt of SCN, Penalty = 15% of duty 

(b) Duty with interest paid within 30 days of receipt of adjudication order Penalty = 25% of duty 

(c) Any other case Penalty = 100% of duty 
. 

 

 

3. Mr. X, an importer imported certain goods on 20-04-20XX and paid custom duty by understating the value of 

goods imported. A show cause notice was issued to Mr. X by the proper officer on 19-08-20XX demanding duty 
along with interest and penalty on the value of the goods understated. The said notice was received by Mr. X on 
24-8-20XX. Mr. X deposited the amount of duty and interest along with penalty that should be payable as per 
provisions of law on 20-9-20XX. With reference to section 28 of the Customs Act 1962, compute the penalty 

imposable, if any. Provide reasons. 

[May 2016, 4 Marks] 

Ans. Given case appears to be a clear case of short-payment of duty on part of ‘mala-fides’ on part of importer. It is 
clearly stated in question that Mr. X had understand value. Further, show-cause notice itself proposes penalty. Hence, it appears 
to be case of wilful misstatement of value or suppression of facts as to valuation. 

 In such case, penalty is leviable as per Sec 114-A of CA, 1962 which provides for imposition of penalty upto 100% of 
the duty. However, sec 114-A provides certain mitigation/reduction benefits as to levy of penalty. One such benefit is that if 
importer pays duty within 30 days of receipt of SCN, then penalty leviable shall stand reduced to 15% of duty.  

 In case before us, Mr X is paying short-paid duty within 30 days of SCN [24-8-2017 + 30 days], hence, penalty shall be 15% 
of duty. 

 
 

Alternative Solution 2 :  

Understanding of value amounts to ‘smuggling’ u/s 111(m) and attracts confiscation.  

If section 111(m) is invoked in notice, then, penalty would be payable as per section 112(ii) : (a) Duty sought to be evaded on such goods 
× 10%; and (b) Rs. 5,000, whichever is higher.  

- Where such duty as determined u/s 28 and the interest payable u/s 28AA is paid within 30 days from the date of communication of 
adjudication order of the proper officer determining such duty (payment before said 30 days is also valid), the amount of penalty 
liable to be paid u/s 112 shall be 25% of penalty so determined. 

(refer chapter of Confiscation in Scaner) 

 

 

 

 



 

 

4. Show Cause Notice (SCN) was issued on 30.06.2018 in a fraud case. SCN was received by assessee on 
10.07.2018. The adjudication order was received on 15.10.2018. Amount of customs duty involved was Rs. 2 
lakh. Statement amount of penalty u/s 114A in following cases — 

(i) Assessee paid the duty, interest and penalty on 30.07.2018. 

(ii) Assessee paid duty, interest and penalty on 05.11.2018. 

(iii) Assessee paid duty, interest and penalty on 05.12.2018. 

[Nov. 2018, 4 Marks] 

Ans. As per sec. 114A of the Customs Act, in fraud cases, penalty is as follows — 

(i) Since duty, interest and penalty are paid by 30.07.2018 which is within 30 days of the service of notice (10.07.2018), the 
penalty payable would be 15% of Rs. 2,00,000 (duty involved) i.e. Rs. 30,000. 

(ii) Since duty, interest and penalty are paid 05.11.2018 which is within 30 days of the receipt of adjudication order 

(15.10.2018), the penalty payable would be 25% of Rs. 2,00,000 (duty involved) i.e., Rs. 50,000. 

(iii) Since duty, interest and penalty are paid by 05.12.2018 which is after 30 days of the receipt of adjudication order 
(15.10.2018),  

 

 

RECOVERY OF DUES – Sec 142 [corresponding provisions in GST- Sec 79] 

 

 

5. If any duty demanded or drawback paid is recoverable from a person, what is the procedure envisaged under 

Section 142 of the Customs Act, 1962? 

(Nov 2009- 5 Marks) 

Ans. Any customs duty demanded or duty drawback recoverable from assessee can be recovered by any of the following modes in 
terms of Sec 142 of the Customs Act, 1962:, - 

 (a) By deducting the demand from any refund due to such person; or 

 (b) By detaining and selling any goods belonging to such person; or 

 (c) if the amount cannot  be recovered  from such  person in the  manner  provided  in clause (a) or clause (b) - 

  (i) the Customs Officer may prepare a certificate signed by him specifying the amount due from such person and 
send it to the District Collector and the said Collector on receipt of such certificate shall proceed to recover from 
such person the amount specified thereunder as if it were an arrear of land revenue; or 

  (ii) the Customs Officer may, distrain any movable or immovable property belonging to or under the control of such 
person, and detain the same until the amount payable is paid; and in case, demand remains unpaid for further 
30 days, may cause the said property to be sold. 

 

 Dues of predecessor can be recovered from successor 

 Where such person transfers or otherwise disposes of his business or trade in whole or in part, or effects any change in the 
ownership thereof, in consequence of which he is succeeded in such business or trade by any other person, then recovery 

action shall also lie against successor. However, for taking action against successor, prior permission of Commissioner of 
Customs shall be obtained. 

 

 Proper Officer authorized to initiate ‘GARNISHEE PROCEEDINGS’ against defaulter. 

 Customs officer (proper officer) can recover the dues from those persons who owed money to the defaulter, like creditors, bank 
etc. Proper Officer can service notice upon such person to pay the money to him rather than to the defaulter, like Proper Officer 
can issue notice to the bank who is holding money in saving/current account of defaulter to pay that money directly to Proper 
Officer, and that too, without insisting upon production of pass book/cheques etc. Upon service of such SCN, such other person 
shall be bound to comply with such notice, else such other person shall be deemed to be in default and shall become liable to 
face consequences under this Act. 

 

 

 

 

 

 

 

 



 

 

 

CUSTOMS DUES TO HAVE FIRST CHARGE OF PROPERTY – Sec 142-A [corresponding provisions in GST- Sec 82] 

 

 

6. KPL Ltd, did not pay its customs dues  (duty, interest & penalty) of Rs 30 lakhs for the period ending 30-9-20XX.  
Can the department create FIRST CHARGE on the property of KPL Ltd.?  

 If the answer is in the affirmative, whether there are any limitations in respect of creation of such first charge? 

 Briefly explain with reference to the Customs Act, 1962. 

[May 2012- 3 Marks] 

Ans. Sec 142-A of CA, 1962 has made Customs dues as ‘first charge’ over the property of assessee. Thus, department can 
definitely create first charge over property of KPL Ltd. 

  

 However, customs dues shall be first charge subject to provisions under following Act: 

(i) Sec 326 of the Companies Act, 2013  (i.e., workmen’s dues) ; 
(ii) Recovery Of Debts Due To Banks And The Financial Institutions Act, 1993 ; and 
(iii) Securitization And Reconstruction Of Financial Assets And The Enforcement Of Security Interest Act, 2002 (i.e., dues of 

bank / FI) 
 

 

PROVISIONAL ATTACHMENT OF PROPERTY – Sec 28-BA [corresponding provisions in GST- Sec 83] 

 

7. Briefly explain the provisions of Section 28-BA of the Customs Act, 1962 regarding provisional attachment of 

property pending adjudication. 

 (May 2013- 3 Marks) (Nov 2007/ Nov 2009 -5 Marks)  

Ans. Sec 28-BA of the Customs Act empowers proper officer to attach provisionally the property of assessee in order to protect 
the interest of revenue. The related provisions can be summed up as follows: 

(1) Provisional attachment can be ordered during course of pendency of customs duty recovery proceedings (sec 28 / Sec 

28-AAA) or surplus amount recovery proceedings (sec 28-B). 

(2) The provisional attachment order shall be passed and before passing that prior approval of Commissioner of Customs 
shall be taken. 

(3) Any property, whether movable or immovable, can be attached. 

(4) The provisional attachment shall be in effect for a period of 6 months. Subsequently, extension can be taken from Chief 
CCE for a period of 2 years. 

 
Note: Proceedings under which provisional attachment order can be passed: 

DUTY RECOVERY PROCEEDINGS 

Sec 28 Recovery of duties not levied or short-levied or erroneously refunded (similar to Sec 73/74 of CGST Act) 
. 

 

Sec 28-
AAA 

Recovery of duty from transferor of scrip/instruments issued under Foreign Trade (Development & 
Regulation Act, 1998  (unique to customs) 

- Mr A obtained scrip by fraud – He sold it to Mr B who genuinely uses it for payment of import duty on imports 

made by him – Now, Department entitled to recover import duty from Mr A (though he is not importer, he has 

not paid short-paid duty, but he is the reason of short-payment of duty) 
. 

AMOUNT RECOVERED IN EXCESS OF ACTUAL STATUTORY DUTY – Surplus amount recovery proceedings 

Sec 28-B Recovery of Amount collected from buyer in excess of statutory duty   (similar to Sec 76 of CGST Act) 

- No time limitation specified for taking action under section 28-B 

. 

 
 
 

 
 
 
 
 
 
 
 



 

 

 
 

SERVICE OF ORDERS ETC - – Sec 153 [corresponding provisions in Sec 169 of CGST Act] 
 

  

8.  Explain with reference to the Customs Act: Service of Orders u/s 153 of Customs Act, 1962  (2 Marks) 

 

Ans. Sec 153 of the Customs Act provides for the manner of service of orders issued under any provision of Customs Act. It 
provides that an order under Customs Act shall be served - 

(a) by   
-  tendering* (*Hand-Delivery) the order or  

       -  sending it by REGISTERED POST* or by approved COURIER; or 
 
(b) If the order cannot be served in the manner provided in clause (a), by affixing it on the notice board of the customs 

house. 
 

 
Author:  GST specifies many more methods of delivery of notices, orders, summons etc. 

Like, notices, orders, summons etc. can be  
 send over e-mail address or  

 made available over common portal,  

 by publishing it in a newspaper circulating in the locality, 

 



 

 

REFUND  

 
 
 
  



 

 

  



 

 

 
 

REFUND – PROCEDURE / RELEVANT DATE 
 

1. Write short notes  on the following with reference to the provisions of the Customs Act, 1962 : 

(i) Relevant dates for submission of refund application 

 (3 Marks) 

Ans. Relevant dates for submission of refund application: SEC 27 OF CUSTOMS ACT, 1962 contains provision of refund of 

customs duty and interest. Following are the relevant dates for the purposes of submission of refund claim: 

 (a) Where the refund claim relates to goods exempted u/Sec 25(2), the date of issuance of exemption order shall be the 

relevant date. 

 (b) Where the refund claim relates to finalization of provisional assessment, the date of adjustment of duty at the time of 
final assessment shall be the relevant date. 

 (c) Where the refund claim is filed by purchaser, the date of purchase shall be the relevant date. 

 (d) Where the refund claim is filed by importer generally, the date of payment of duty shall be the relevant date. 

 

         Further, in case where duty becomes payable as a consequence of judgment, order or direction of appellate authority 

[CCE(Appeals), CESTAT, HC or SC], then relevant date shall be the date of such judgment, order or direction. 

 
  

2. Write a brief note on sanctioning of REFUND OF CUSTOMS DUTY u/Sec 27(2) of the Customs Act, 1962 under 

which refunds will not be credited to the Consumer Welfare Fund.  

(Nov 2010 - 4 Marks) 

 SEC 27 (2) OF THE CUSTOMS ACT provides that in following cases refund of duty is granted to the applicant instead of being 

credited to the Consumer Welfare Fund : 

i) Export Duty as specified in Sec 26; 
ii) Duty drawback (whether payable under sec 74 or 75); 
iii) Duty of customs paid on imports by an individual for his personal use; 
iv) Duty of customs paid and borne by the importer/exporter; 
v) Duty of customs paid and borne by the buyer; 
vi) Duty of customs borne by any other notified class of person. 

 

(one more exception to doctrine of unjust enrichment has been added by FA 2017) – w.e.f.. 31st March, 2017 

Excess duty paid before clearance, which is clearly evident (i.e., clerical errors) 

The duty paid in excess by the importer before an order permitting clearance of goods for home consumption is 
made  

where - 

(i) Such excess payment of duty is evident from the bill of entry in the case of self-assessed bill of entry; or 
 

(ii) The duty actually payable is reflected in the reassessed bill of entry in the case of reassessment. 
 

Author: Thus, excess duty paid would be refunded without applying unjust enrichment, if such excess amount is clearly evident 
from self-assessed or re-assessed bill of entry. 

 
 

3. State briefly with reference to Sec 27 of CA, 1962 whether the principle of “unjust enrichment“ will apply in 
following cases :  

 (i)    Refund of excess interest paid by the assessee 

 (ii) Refund of duty on car imported for personal use. 

 (May 2008 - 2*3 = 6 Marks) 

  

Ans. (i) Refund of excess interest paid by the assessee: Sec 27 of Customs Act, 1962 speaks of duty as well as interest and 

therefore, prima facie, refund of excess interest paid by assessee is also hit by doctrine of unjust enrichment. But a 

situation where interest burden is also passed on the buyer is highly improbable. Further, presumption as to passing of 



 

 

burden to the buyer is operative only in respect of duty and not in respect of interest. Thus, burden will be on Department 
to prove that burden of excess interest has been passed on by the applicant claiming refund. 

. 

Note: Situation where interest burden is also passed on the buyer is highly improbable as normally interest is borne by the assessee himself 
and not passed on to customer. 

. 

 (ii) Refund of car imported for personal use: Sec 27 of Customs Act contain certain exceptional situations where doctrine of 
unjust enrichment shall not be applicable. One such situation is where goods were imported by individual for personal 

use. Thus, in give situation, doctrine of unjust enrichment is not applicable. 

 

 Burden on applicant to prove inapplicability of doctrine of unjust enrichment: CA Certificate alone is not sufficient  

4. Malhotra Ltd. imported certain parts of a machine and filed a Bill of Entry. Malhotra Ltd. paid a higher duty in 
ignorance of a notification which allowed him payment of duty at a concessional rate.  

  Later Malhotra Ltd filed a refund claim u/Sec 27 of the Customs Act, 1962 by producing a certificate issued by 
a Chartered Accountant (CA) to establish that the amount of duty in relation to which such refund is claimed, 

has not been passed on by him to any other person. The refund claim was rejected by the department as there 
was no other evidence (like balance sheet, ledged accounts, sales invoices prior to or after import etc.) other 
than the certificate issued by CA.  

 Discuss with reference to decided case law, if any, whether the stand taken by the Department is correct in law.

  

[Nov 2014 – 3 Marks] 

Ans. The facts of the given case are similar to the case of BPL LTD. - 2010 – MADRAS HC. In the instant case, the High Court noted 
that Sec 27 of the Customs Act mandates the importer to produce such documents or other evidence, while seeking refund, to 

establish that the burden of duty in relation to which such refund is claimed, has not been passed on by him to any other 
person. However, the assessee had not produced any document other than the certificate issued by the CA to substantiate its 

refund claim. 

 The High Court held that the assessee could not be granted refund only on the basis of Chartered Accountant’s certificate which 

is merely a piece of evidence acknowledging certain facts. Production of documents or other evidence was necessary for this 
purpose. 

 Therefore, in view of the above-mentioned ruling of the HC, the Department’s action of denying refund to assessee is valid in 

law. 
. 

TVS MOTOR COMPANY LTD – 2014- MADRAS HC 
 Onus is on assessee to prove that incidence of duty had not been passed on to customers. 

 Assessee had not submitted any documentary evidence to establish that incidence of duty for which refund was claimed had not been passed 
on to any other person – Refund cannot be entertained 

 
  

 Goods released on payment of provisionally assessed duty and sold: Doctrine of unjust enrichment is equally applicable 

5. M/s. HIL imports copper concentrate from different suppliers. At the time of import, the seller issues a 
provisional invoice and the goods are provisionally assessed under section 18 of the Customs Act, 1962 based 

on the invoice. 

 When the final invoice is raised by supplier, based on the price prevalent in the London Metal Exchange on a 

predetermined date as agreed in the contract between the buyer and seller, the assessments are finalized on 
the basis of the price in such invoices. 

 M/s HIL has filed a refund claim arising out of the finalization of the bill of entry by the authorities. The 
Department, however, has rejected the refund claim on the grounds of unjust enrichment. Discuss whether the 

action of the department is correct in law? 

[ICAI Study Material] 

Ans. Section 18 dealing with provisional assessment incorporates the principle of unjust enrichment in case of refund arising out of 
finalization of provisional assessment. Sub-section (5) of section 18 of Customs Act, 1962 provides that if any amount is found 

to be refundable after finalisation of provisional assessment, such refund will be subject to doctrine of unjust enrichment. 
Therefore, in the given case, the Department’s action will be correct if M/s HIL does not produce any evidence of bearing the  

burden of duty. 

 

 

 

 



 

 

  

 Encashment of back guarantee is not payment of duty by assessee: Time limitation for filing refund claim not applicable to such cases 

6.    The assessee furnished bank guarantee to the department as required, and imported capital goods at 
concessional rate of duty under an authorization with export obligation (say, Advance Authorization), but failed 

to complete the export obligation within the prescribed time. Consequently, the Department invoked the bank 
guarantee and realized the amount of duty foregone.  

 The assessee requested for extension of time limit as to fulfilment of export obligations, which was granted by 

concerned authority. Subsequently the assessee fulfilled the export obligation and the same was also accepted 

by the Department.  

 Now, the assessee filed a refund claim for the amount realized by the Department under the bank guarantee. 
The Department rejected the refund claim on the ground that it was time barred in terms of section 27 of the 

Customs Act, 1962. 

          Whether rejection of refund claim is valid in law? 

[ICAI Study Material] 

Ans. The bank guarantee was for the purpose of security for fulfilment of export obligation. It cannot be construed as payment of ‘duty’.  

 As section 27 applies only to refund of duty and not to refund of other amounts, the time bar under the said section cannot be 

invoked to deny the refund. Therefore, the stand of the Department is not correct in law. 

 

     Refund arising consequent to appeals order: Interest payable as refund granted beyond 3 months of receipt of refund application 

7.    M/s. Shayam & Sons filed a refund claim between April and May, 2014. The Assistant Commissioner, vide order 
dated 23rd June,2015 rejected the claim. On appeal, the Commissioner (Appeals) allowed the refund claim vide 

order dated 30th Sep, 2015. The refund claims were sanctioned to M/s. Shayam & Sons within three months of 

the receipt of order of the Commissioner (Appeals).  

  Whether whether applicant is entitled to interest on such refund? 

  (Nov 2012, 6 marks) 

or 

 Examine, with the help of a decided case law, whether for the purpose of computing interest on delayed refunds 

u/Sec 27-A of the CA, 1962, the period commences with the date of receipt of application for refund or date on 
which the order of refund is made?  

 

Ans. Sec 27-A provides that if duty ordered to be refunded u/s 27(2) is not refunded to the applicant within 3 months of his making 
of refund application, then he shall be given interest @6% p.a. for delay beyond the aforesaid period of 3 months. An 

explanation attached to Sec 27-A further provides that where duty becomes refundable on account of an order of Appellate 
Authority, then order of appellate authority shall be deemed to be issued u/s 27(2). The effect of this explanation is that interest 

under section 27-A of the Act becomes payable, if on an expiry of a period of three months from the date of receipt of the 
application for refund, the amount claimed is still not refunded. Hence, in the given case since the rebate claim has been 

sanctioned to M/s. Shayam & Sons after three months from the date of receipt of the application, it is entitled to the interest 

for the delayed sanction of refund claims. 

  

  Refund application is not a substitute of appeal 

8.    Importer approached customs house for clearance of imported goods after payment of self-assessed duty. 

 PO re-assessed import duty. 

 The importer paid the duty under protest. 

 Later on, the importer filed a claim for refund of the duty with AC/DC?  

 Whether AC/DC can admit refund application? 

 

Ans. SC has held that, 

 Once an Order of Assessment is passed the duty would be payable as per that order unless that order of assessment has been 

modified in an appeal.  

 So long as the order of assessment stands the duty would be payable as per that rrder of assessment.  

 A refund claim is not an Appeal proceeding.  

 The Officer considering a refund claim cannot sit in Appeal over an assessment made by a competent Officer.  

 The Officer considering the refund claim cannot also review an assessment order.  
. 

 
 



 

 

 
 

INTEREST ON DELAYED REFUND 
 

9. Distinguish between the following: 

  “Interest on delayed payment of duty” and “interest on delayed refunds” under Customs Act 

 

Ans. Following are the notable differences between “interest on delayed payment of duty” and “interest on delayed refunds”: 

 Interest on delayed payment of duty Interest on delayed refunds 

Governing 

Section 

Sec 28-AA of Customs Act Sec 27-A of Customs Act 

When 

payable 

Where customs duty has not been levied or paid or has been 

short-levied or short-paid or erroneously refunded 

If any duty ordered to be refunded to the 

applicant is not refunded within 3 months 
from the date of receipt of refund application 

Rate of 

Interest 

At present, the notified rate of interest is 15% p.a. At present, the notified rate of interest is 

6% p.a. 

Period  Interest shall be payable from the first day of the month 
succeeding the month in which the duty ought to have been 

paid under this Act, or from the date of such erroneous 
refund, as the case may be, till the date of payment of such 

duty. 

Interest shall be payable from the date 
immediately after the expiry of 3 months 

from the date of receipt of such application 
till the date of refund of such duty. 

 
 

REFUND in SPL CASES 
 

 REFUND OF EXPORT DUTY [Sec 26] 
  

10. State the cases in which refund of Customs duty is available u/s 26 of the Customs Act, 1962?    (4 

marks) 

 

ANS. SEC 26 OF THE CUSTOMS ACT, 1962 provides for refund of duty paid at the time of exportation of any goods subject to fulfillment 
of certain conditions as mentioned therein. The specified conditions are: 

i) the goods shall be returned to the person by whom or on whose behalf duty was paid at the time of exportation;  
ii) the goods shall be returned to such person otherwise than by way of re-sale; 

iii) the re-import of such goods shall be within 1 year from the date of exportation; and 
iv) application for refund of such duty is made before the expiry of 6 months from the date on which proper officer makes an 

order for the clearance of the goods. 
 

Author’s Note: While Sec 26 specifies one situation where refund can arise, Sec 27 does not generate refund. Sec 27 simply provides 
whenever duty is statutory refundable, what procedure shall be followed to obtain refund.  

 

 REFUND OF IMPORT DUTY [Sec 26-A] 
  

11. Sec 26-A 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.  

(* it has been discussed chapter of DBK- Sec 74) 

Ans. Often, goods imported are found to be defective or not according to specifications. In such cases, earlier, the refund of customs 

duty paid at the time of import could be obtained as duty drawback. This refund/ duty drawback was admissible in terms of 
Sec 74 of Customs Act, 1962 and for obtaining this, export to supplier (i.e., physically returned to foreign supplier) was 

mandatory. Generally, cost of return of the rejected goods is heavy and it is economical to dispose of the goods in India itself. 
Realising this practical difficulty, Sec 26A of Customs Act makes provision for refund of import duty paid if goods are found 

defective or not as per specifications. The refund is admissible if goods are re-exported or abandoned or destroyed. Thus, 
refund is possible even if goods are destroyed or abandoned in India without re-exporting the same.  

 

 Sec 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.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 



 

 

ADVANCE RULING 

 

 

  



 

 

 

ACTIVITY 
 

1. Define ‘activity’ in respect of advance ruling under customs. 

(ICAI Practice Manual) 

Ans. Activity means import or export proposed to be undertaken and it shall include any new line of business of import or export 
proposed to be undertaken by the existing importer or exporter.  [Sec 28-E(a) of Customs Act, 1962] 

 

 

APPLICATION FOR ADVANCE RULING 
 

2. Explain briefly if the Authority for Advance Ruling could entertain applications from RESIDENTS with specific 

reference to section 28E (c) of the Customs Act, 1962. 

(Nov 2008- 3 Marks) 

Ans. Sec 28-E (c) of Customs Act, 1962 specifies the persons eligible as “applicant” for the purposes of obtaining advance ruling 
from Advance Ruling Authority (AAR). Residents are also eligible as applicant for this purpose.  A resident is eligible as 
applicant under the following situations: 

 i) A resident setting up a joint venture in collaboration with non-resident; 

 ii) A wholly owned subsidiary Indian company, of which the holding company is a foreign company; 

 iii) Joint Venture in India(in which non-resident has substantial interest); or 

 

 iii) Other notified categories of residents which at present are follows, 

1) Importer proposing to import goods claiming assessment under “Project Import”; 

 
2) Public Sector Company (i.e., Govt Company or Corporation established by CG/SG) 
3) Resident Public Ltd. Company  (i.e., A company other than Private Company) 

4) Resident Firm , LLP, One Person company & Sole Proprietorship. 

 
 

MATTERS ELIGIBLE FOR ADVANCE RULING 
 

3. In what matters advance ruling can be obtained?   

 

Ans. Advance ruling can be obtained only in relation to certain eligible questions as specified in Sec 28-H. The eligible questions are:  

1) Classification of any goods under the Customs Excise Tariff Act, 1975;  

2)  Applicability of Exemption notification issued u/s 25 having a bearing on rate of duty;  

3)  Principles to be adopted for the purposes of determination of value of the goods under the provisions of this Act.  

 
4)  Applicability of Notifications issued in respect of  

- customs duties under CA, 1962 (e.g., BCD), CTA, 1975 (e.g., Anti-Dumping Duty, CVD, Safeguard Duty) or  

- any duty chargeable under any other law for the time being in force in same manner as duty of excise is leviable 

under this Act (e.g., Social Welfare Surcharge levied u/ FA, 2018); 
. 

5)  Determination of origin of goods in terms of rules notified under CTA, 1975 and matters relating thereto; 

 

 

M/s AMAZON SELLER SERVICES PVT LTD- 2015-AAR  [CUSTOMS  (Classification of goods)] 

 Activity Proposed to be undertaken: Import of Kindle device for sale into India 
. 

 Question before AAR : What shall be the appropriate classification of Kindle device 

Heading Description 

95 04 Toys, games and sports equipments; parts and accessories thereof 

85 43 70 99 Electrical machine with translation or dictionary functions 

 
 
 



 

 

 
Advance Ruling: 
 Kindle is not a game: Kindle apparatus is certainly not a game. It has the function of allowing the user to read various books and 

while reading, if the user comes across any difficult word incomprehensible to the user, he can access the dictionary meaning of the 

word. It is certainly not a game. It is an educational device. 

 Kindle is an electronic device: Kindle Device will be covered under entry 85437099 being an electrical machine with translation or 

dictionary functions. 

 
 

M/s M/s SAMSUNG INDIA ELECTRONICS PVT LTD, GURGAON - 2016-AAR  [CUSTOMS  (Classification of goods)] 

 Activity Proposed to be undertaken: Import of GALAXY K ZOOM for sale into India 
. 

 Question before AAR : What shall be the appropriate classification of Kindle device 

Heading Description 

85 17 Telephone Set 

85 25 Camera 

Advance Ruling: 
It is classifiable as telephone because of following reasons: 
 It is essentially a communication device (Not appropriate to shift classification of the product from the category of mobile phone 

to camera, on the basis of said 3 additional features i.e., higher megapixel, optical zoom and click picture and transmit the same while 
on call) 

 It is also classifiable as cellular/mobile phone as per trade parlance and consumer perception test. It is reiterated that the 

applicant advertises said product as smart phone. The product is sold and marketed in India as smart phone and not as camera. 

 

4. Briefly discuss the provisions of the Customs Act, 1962 regarding rejection of an application for Advance ruling.   

 

Ans Only certain “specified questions” are eligible for the purposes of obtaining advance ruling from the Advance Ruling Authority. 

Even in respect of such questions, the Advance Ruling Authority can reject the application, i.e., cannot entertain the application 
for pronouncing advance ruling, if  

i) The question raised in the application already pending in the applicant’s case before Customs Officer, the Appellate 
Tribunal or any Court; or  

ii) The question is same as in a matter already decided by the Appellate Tribunal or any Court : 
 

 In the event of rejection of application, an opportunity of being heard shall be given to the applicant. Rejection shall be made 
by passing of “rejection order” and in that order, reasons for such rejection shall be given.  

 
Author’s Note:  
In simple words, advance ruling application can be rejected in following cases: 
 If applicant’s issue is one which is already pending before any Customs Officer  [Author- CEO here indented to cover only CCE (Appeals)] , Appellate 

Tribunal or Any Court  -- question must be pending in his own case(in other words, if it is pending in case of any other person, 
then statutory prohibition is not applicable)  
. 

 If applicant’s issue is one which is already decided by Appellate Tribunal or Any Court  -- question would have been decided in 
his own case or in case of any other person. 

. 

CBEC Circular 275/83/2012:  
 Issue/question of law which stands already decided by the Appellate Tribunal / Any Court in the case of ANY PARTY 

will fall outside the purview of AAR.  
 However, AAR shall satisfy itself that the issue/question of law decided by the Tribunal or Court fully and squarely covers the 

issue/question of law raised by the applicant.  
. 

 

5.  Mr. Q owns a sole proprietorship firm, 'Safe and Super Importers'. Mr. Q has never been to any place outside 

India. The firm proposes to import a product. Mr. Q is not sure of the correct classification of the product under 
Customs Tariff. His Tax Consultant has informed him that the said classification issue has been decided by the 
CESTAT in a different case. However, Mr. Q does not want to take any chances and is desirous of obtaining a 
ruling from the Authority for Advance Ruling under section 28H of the Customs Act, 1962 with respect to the 
classification of the product to be imported by it. 

    In the light of recent amendments, state whether Safe and Super Importers can seek advance ruling in the 
present case under the Customs Act, 1962? 

(RTP, MAY 2016) 

 



 

 

 

Ans. Eligibility of applicant 

       Facility of obtaining advance ruling is available to resident sole proprietorship firm.  

 Therefore, Safe and Super Importers,  being a resident proprietorship firm, is an eligible applicant for advance ruling under 
(section 28E(c) of) the Customs Act, 1962. 

 

 Eligibility of Question 

 Further, advance ruling can be sought only for the specified matters and classification is one such matter prescribed 
thereunder. However, it has also been provided that an advance ruling cannot be sought where the question raised i. 

(a) already pending in the case before any officer of customs, the Appellate Tribunal or any Court; 

(b) the same as in a matter already decided by the Appellate Tribunal or any Court.  

 Since in the given case, question intended to be raised by Safe and Super Importers is already decided by the CESTAT, advance 
ruling cannot be sought by it, despite it being an eligible applicant. 

 

 

PROCEDURE FOR OBTAINING ADVANCE RULING 
 

6. State briefly the procedure to be followed by the Authority for Advance Ruling under Customs Sct on the receipt 

of an application.                                                                                                                    

(Nov 2007/ Nov 2014- 4 Marks)  

 Sec 28-I of the Customs Act, 1962 specifies the following procedure in respect of Advance Ruling Authority: 

 1) Upon the respect of advance ruling application, Authority shall decide whether the application is admissible. The 
application is admissible only if it in relation to specified issues like classification, exemption, valutation.  

 2)  Further, before accepting application, a copy of application is forwarded to ‘Principal CC  or CC’ and he is asked to furnish 
the relevant records. Then, it shall decide whether it shall proceed with application. 

 Authority of advance ruling shall not be accepted in any of following 2 cases 

 If applicant’s issue is one which is already pending (in his own case) before any Customs Officers , Appellate Tribunal or Any 
Court. 

 

 If applicant’s issue is one which is already decided (in case of any person) by Appellate Tribunal or Any Court . 

 1)  In case application is rejected, rejection order shall be passed. Before passing rejection order, opportunity of being heard 
shall be granted to the applicant. 

 2)  In case application is accepted, then admission order shall be passed and then, advance ruling shall be pronounced 
within 6 Months of application. 

 

ADVANCE RULING – BINDING EFFECT 
 

7. P, a non-resident, intends to import certain goods, but has entertained some doubts regarding their 

classification. P’s friend has obtained an “Advance Ruling” under Customs Act, 1962 from the Authority for 
Advance Rulings on an identical point. P proposes to adopt the same ruling in his cases. P has sought  your advice 
whether he could adopt the said ruling in the case of P’s friend. Explain with reasons.                                                  

(3 Marks) 

 As per Sec 28-J of the Customs Act, 1962, advance ruling is binding only upon the applicant who had sought and obtained it. A 
person other than the applicant can’t have the benefit of the advance ruling even if the matter in his case is exactly the same as 
covered by the applicant’s case.  

 In view of the aforesaid legal position, P can’t adopt the advance ruling obtained by his friend.  
 
 

Author: He shall make application in his own name and shall obtain advance ruling independently. 



 

 

SETTLEMENT COMMISSION 

 

 

 

  



 

 

 

SETTLEMENT COMMISSION: CONCEPT 
 

1. Write short notes on the following – Settlement Commission. 

   (3 Marks) 

Ans. Settlement Commission is a statutory body (created under an Act) with an objective of ensuring quick and easy settlement 

of tax dispute of high revenue stake so as to save time and energy of both the litigant and the Department.  

     Settlement Commission is approached by the assessee when SCN has already been issued to the assessee. The reason 

for applying for settlement may be avoidance of any further proceedings or expected immunity from the prosecution 
(imprisonment) under Customs Act and imposition of any penalty and fine under the Customs Act.  From the revenue 

side, as application is entertained only in cases of high revenue stakes (i.e., when duty involved is more than Rs 
3,00,000/-) the settlement results in early recovery of duty liability. 

  For effective discharge of assigned functions, Settlement Commission has been vested with all the powers of the Customs 

Officer, besides power to reopen completed proceedings and power to order provisional attachment of any property of 

applicant. Also, the settlement order passed by the Settlement Commission is conclusive with the matters settled therein. 
The matter covered therein can’t be re-opened in any proceedings under the Act or any other law for the time being in 

force. 

 
Object of setting up Settlement Commission: 

 “The object of Settlement Commission is to create a machinery to ensure effective and quick disposal of important cases involving 
far reaching financial and revenue implications particularly where  

 complicated issues are involved and  

 the evaders of duty may be unintended evaders and who should have a chance to come clean out of their mess and 

 the department should not waste its energy and man-power in protective investigation, adjudication and prosecution. 

 

2. What are the main points which assesse shall consider before approaching settlement commission? 

 
(i) Settlement Commission is a forumn of self-surrender with expectation of getting immunity from penalty and 

prosecution under Customs Act. It is not forumn of challenging demand raised by customs officer in SCN. Settlement 
demands first payment of duty/dues and then submission of settlement application. 

  
(ii) For settlement, application requesting settlement of case shall be made. True and full disclosure shall be made by 

applicant. Settlement Commission will forward a copy of this application to Commissioner of Customs calling for 
report from Commission of Customs. Based on this report, Settlement Commission will decide whether it shall 

accept or reject the settlement Commission. Settlement cannot be claimed as a matter of right by the applicant. 

 
(iii) Settlement application once made cannot be withdrawn.  

 
(iv) Settlement Commission will pass settlement order in due course of time. No specific time limit is there within 

which such order will be passed.  
 

(v) During entire settlement proceedings, applicant shall fully cooperate with Settlement Commission. Any non-
coperation will result into sending back his case by Settlement Commission to the adjudication officer. While sending 

back, all information/ evidences gathered in proceedings shall also be made available to the adjudication officer 

which will now be used against the applicant. Further, in such case, applicant will never be able to make settlement 
commission again in future. 

 
 

POWERS OF SETTLEMENT COMMISSION 
 

3. State the powers of Settlement Commission under Customs Act.       

 

Ans. Following powers have been vested with the Settlement Commission under the Central Excise Act, 1944: 

 (1) Power of provisional attachment of property: If considered necessary for protecting interest of revenue, 
any property (movable or immovable) can be provisionally attached during the pendency of Settlement 

proceedings.  



 

 

 (2) Power co-terminous with Customs Officer: Apart from the specific powers vested with Settlement 
Commission, it shall also have all the powers of Customs officers vested under CA, 1962. {Subsequent 

to admission of application, the Commission shall have exclusive (sole) jurisdiction over the case} 

 (3) Power to grant immunity from penalties and prosecution: Settlement Commission can grant immunity 

(protection) from prosecution (i.e., Imprisonment) under CA, 1962 It can also grant immunity from imposition of penalty 
and fine (but not from interest) such immunity is granted if assessee fully co-operate in settlement proceedings 

and fully and truly disclose his duty liability. 

        

4. Discuss, in brief, the powers of Settlement Commission to grant immunity from prosecution.       

    

Ans. While settling down any case for which an application has been before Settlement Commission, it has been vested with 

vide powers. One such power is power to grant immunity (protection) from prosecution under Customs Act.  

 Such immunity shall be granted subject to following considerations: 

1) Only immunity from prosecution under Customs Act can be granted. 

2) Immunity shall be granted only when assessee fully co-operates in settlement proceedings and fully and truly 

discloses his duty liability. 

3) Immunity can be granted only where prosecution proceedings have not been started by the Department. Thus, if 
prosecution has already been launched against the assessee before submission of settlement application by 
assessee, then no immunity can be granted. 

 

5. Mr A was served with SCN for evasion of duty. Mr A has filed settlement application which has been 
accepted by Settlement Commission. Whether Settlement Commission can grant immunity from levy of 

penalty? 

 

Ans. While settling down any case for which an application has been before Settlement Commission, it has been vested with 

vide powers. One such power is power to grant immunity (protection) (full or partial) from any penalty leviable under this 
Act.  

 Such immunity shall be granted subject to following considerations: 

1) Only immunity from penalty and redemption fine under Customs Act can be granted. 
2) Immunity shall be granted only when assessee fully co-operates in settlement proceedings and fully and truly 

discloses his duty liability. 

 

** Immunity granted stands withdrawn, if terms of settlement are not complied with/ sums not paid 
. 

- JMJ PROMOTIONS- 2018- KAR HC: Immunity stands withdrawn if conditions violated, but, Department must move to 
Settlement Commission with request for review of its order. Department cannot treat Settlement order as void automatically. 

 

 

6. Settlement Commission, after having heard the applicant, intends to send the case back to PO for re-

adjudication. Under what circumstances it can be done?          

(Nov, 2015- 2 marks) 

Ans. Power to send the case back to Customs officer:  

       If assessee does not cooperate with Settlement Commission during course of settlement proceedings, then 
Settlement commission can send the case back to customs officer who shall then proceed to dispose off  the case as if 

no settlement application had been made. Customs officer shall be entitled to use information/ evidences furnished 

before the Settlement Commission.  

          Also, if case is sent back, then time spent in settlement proceedings, shall be excluded from time-limit prescribed for 
adjudication proceedings. 

 

Author: Bar on making subsequent application 
. 

- If case of person is sent back to the Customs Officer, then such person is barred from making settlement application in 
future 

 

 

 

 

 

 



 

 

Only CASE can be settled 

 
. 

Sec 127-A (b): CASE 

CASE means any proceeding under this Act or any other Act 
 for the Levy, Assessment and Collection of customs duty, 
 pending  

 before an ADJUDICATING AUTHORITY  
 on the date on which settlement application is made: 
 

Provided that 

 when any proceeding is referred back by Appellate Tribunal, Court, or any other authority, to the adjudicating 
authority for a fresh adjudication or decision, as the case may be, then such proceeding shall NOT be deemed to be 
a proceeding pending within the meaning of this clause; 

. 

Author: 

1. The facility of settlement can be opted for only in respect of ‘A CASE’. 

 If it is not ‘case’, it cannot be settled. 
. 

2. ‘CASE’ will mean a proceeding which is pending before adjudicating authority.  

 Once proceeding has been concluded by adjudicating authority, then it cannot be settled. 

 Only course of action available with assessee is either to accept the order or challenge it into appeals. 
. 

3.    Proceedings remanded back to the adjudicating authority by Courts etc. not to be deemed to be pending proceedings and thus, 
cannot be settled. 

REMAND BACK (i.e., case sent back for fresh decision) 

REMAND BACK: Not pending proceeding and hence, does not constitute ‘case’ which can be settled. 
 

Illustration: CESTAT (Tribunal) remands back the case to adjudication authority for de-novo (fresh) consideration of matter 
in light of certain facts suggested by CESTAT. In such case, case comes back to adjudication officer but such case shall not 
be considered as ‘pending adjudication proceeding’ eligible for settlement [refer proviso to definition of ‘CASE’] 
. 

SPL NOTE:  
 Earlier, proceedings remanded in appellate or revisionary proceedings were not entitled to settlement facility. 
 Now, when any proceeding is referred back, whether in appeal or revision or otherwise, by any court, Appellate 

Tribunal or any other authority to the adjudicating authority for a fresh adjudication or decision, then such case shall 
not be entitled for settlement. 

 Similarly, consider a situation, where assessee was served with SCN demanding ED of Rs 50 lakhs. Assessee filed writ 
to HC challenging SCN. HC sent back the case to CEO with direction for adjudication in proper manner. Even in 
such situation, no settlement application can be made. 

. 

 

7. ABC, an importer, being aggrieved by an order of customs officer enhancing the assessable value of his 
excisable goods and imposing a penalty, has filed an appeal to CESTAT. When the matter is part-heard by 

the CESTAT, ABC wants to approach the Settlement Commission for settlement of the case. Advice.        

 [CS Final, Dec 2000 – 4 Marks] 

Ans. Settlement Commission can be approached in relation to the settlement of a “case” only. ‘case’ has been defined to mean 
proceeding connected with levy, assessment and collection of duty which are pending before an adjudicating 

authority.  

 Thus, appeal proceedings does not constitute a case. In the given situation, the case is pending in appeal before 
CESTAT, the Appellate Tribunal, and accordingly, such application is liable to be rejected by the Settlement Commission. 

  Therefore, ABC is advised not to approach Settlement Commission and let the CESTAT decide the issue. 

 

8. Holding Company in USA, having its subsidiary in India, intends to make an application to Settlement 
Commission. Is it permissible ? 

[Nov. 2015 - 2 Marks] 

Ans. Settlement application can be filed only after the assessee has received notice.  

 Therefore, —  

 1.   If any proceeding pertaining to the Holding Company for levy, assessment and collection of duty is pending before an 
Adjudicating Authority, on the date of the application, then it can make an application to the Settlement Commission; or  

 2.   Indian Subsidiary can make application only if it has any pending proceeding as above in its own name. 

 
 



 

 

 
 

  

9. 50 lakh drawback was paid to M/s. Sun Export Ltd. Subsequently the Commissioner of Customs issued a 
SCN for recovery of the erroneously paid drawback. M/s. Sun Export Ltd. filed an application for settlement 

of case before the Settlement Commission. The Department disputed the jurisdiction of the Settlement 

Commission by contending that recovery of drawback did not involve levy, assessment and collection of 
customs duty as envisaged u/Sec 127A(b) of the Customs Act. Discuss with the help of decided case 

whether the stand taken by the Commissioner is correct.  

 

Ans. As per given facts, assessee has been served with SCN for recovery of erroneous duty drawback.  Assessee approaches 

Settlement Commission to get his case settled. Department is disputing jurisdiction of Settlement Commission on the 

ground that issue relating to DBK is not ‘case’ within the meaning of Sec 127-A which can be settled by Settlement 
Commission. As per department, in terms of Sec 127-A, only proceeding connected with levy, assessment and collection 

of customs duty can constitute ‘case’. 

 The issue for consideration before us is whether duty drawback proceeding can be settled. 

 The identical issue has been considered and decided by Bombay HC in case of Union of India v. Settlement 

Commission -2010 – Bombay HC. The hon’ble HC concluded that DBK claim is nothing but a claim for refund of duty. 

Hence, the Settlement Commission has jurisdiction to deal with the question relating to the recovery of drawback 
erroneously paid by the Revenue. 

 In light of above discussion, the stand of Department is incorrect and Settlement Commission has 

jurisdiction to settle case relating to DBK.  

 

 

APPLICATION FOR SETTLEMENT 
  

10. Explain with reference to the Customs Act: Conditions for filing of Settlement application 

(3 Marks) 

OR 

 All disputed cases relating to duty liability can be settled. Is this true ? If not, what are the circumstances 

in which assessee is barred from making an application for settlement of cases.  

[May 2016, 4 Marks] 

Ans. Sec 127-B of the Customs Act, 1962 provides the following conditions for filing of settlement application: 

i) The application shall be submitted in “Form SC(C)-1”. 
 

ii) The application shall be accompanied with a fee of Rs 1,000/-. 
 

iii) The application shall contain a full and true disclosure of  
 his duty liability which has not been disclosed before the proper officer, 

 the manner in which such liability has been derived,  

 the additional amount of customs duty accepted to be payable by him AND  

 other prescribed particulars including the particulars of goods in respect of which he admits short levy. 
 

iv) The applicant shall ensure that:  

(a) He has  

 filed a Bill of Entry or  Shipping Bill / Bill of Export  

 made  a BAGGAGE DECLARATION    
 affixed a LABEL or DECLARATION accompanying the goods imported or exported through 

post, as the case may be, 
 and  
in relation to such document or documents, a SCN has been issued to him to the applicant;  

(b)   A SCN has been issued to him; and  
(c)   The additional amount of duty accepted by him in his application exceeds Rs 3,00,000/-.  

(d)  The applicant has paid the additional amount of customs duty accepted by him along with interest; 
(e)  Case of which settlement is sought shall not be for interpretation of classification of goods under CTA, 1975; 

 

            Further, the application shall not be in relation to following goods: 
1. Goods to which Sec 123 of Customs Act, 1962 applies**; 



 

 

2. Goods in relation to which offence under Narcotics Drugs & Psychotropic Substances (NDPS) Act, 1985 
has been committed 

 ** Sec 123 Goods = Specified Goods + Notified Goods: 

 Specified Goods = Gold and manufactures thereof, Watches 

 Notified Goods = Silver Bullions, Cigarettes 
 

Remember: Smuggling / improper importation of gold – this case cannot be settled.  [Ram Nivas Verma – 2016-
SC] 

  

11. A company is importing “Kitchen sink” and classifying it as “sanitary ware”. The department is insisting 

that correct classification of “kitchen sink” should be as “household articles of iron and steel”. The 

company intends to take the issue before settlement commission. Give you advice in the matter.  (SCN for 
30 lakhs has already been received by company) 

                                                                                             [ICWA Final, Dec 2003, Adapted—3 Marks] 

Ans. Customs Act allows settlement facility in relation to cases which are pending before proper officer. For that purpose, 

settlement application is required to be made before the Settlement Commission. Sec 127-B of the Customs Act has 
casted a bar on making of settlement application if the issue is concerned with interpretation for 
classification of goods. 

  In the given case, the issue involved in the case is related to the classification of the goods and hence, settlement 

application is not maintainable.  

 

12. The custom authorities seized 5 I-phones from passenger/assessee on his arrival at IGI Airport. Customs 

department issued a SCN proposing demand of duty, confiscation and imposition of penalty on the 
assessee. The assessee moved to the Settlement Commission u/Sec 127(1) of the Customs Act. 

 Discuss whether Settlement Commission can admit baggage case for settlement. 

                                                                                             [ICWA Final—3 Marks] 

Ans. As per provisions of Customs Act, 1962, settlement application can be made if applicant had made a baggage declaration 

and SCN had been issued to him. Thus, settlement facility is explicitly made available in respect of cases relating to 
‘baggage’. 

 

Author:  
1. All cases (commercial import/exports, postal import/exports as well as baggage) can be settled under CA, 1962. 

 

2. Baggage Case 

Baggage Declaration is mandatory for every passenger. Person trying to clear baggage without filing baggage 

declaration is making improper importation of goods and thus, liable to be confiscated in terms of Sec 111 of CA, 1962. For 

confiscation, SCN proposing confiscation shall be served upon such person. In given case, SCN proposing confiscation has 

been issued. 

Since SCN has been issued, it becomes a case which can be settled (presuming duty involved is more than 3 

lakhs) 
 

3. Note that had ‘baggage declaration’ not filed by any passenger, then in such situation, settlement facility 

would not have been available.  

 

 

SETTLEMENT FACILITY – CAN BE RE-AVAILED 
  

13. Briefly explain whether the following statements are correct with reference to the Customs Act, 1962: 

(i) An assessee cannot apply for settlement more than once u/s 32-0. 

 

Ans. The given statement is incorrect. As per Sec 127-L to the effect that now settlement facility can be availed any 
number of times.  

 At present, an assessee becomes barred from making settlement application next time only in following 3 cases: 

(i) Settlement provides for imposition of concealment penalty: Where settlement order provides for imposition 
of penalty on ground of concealment of particulars of his duty liability before Customs officer; 

(ii) Person is convicted of any offence after settlement order: Where after passing off of settlement order, in 

relation to his case, the applicant is convicted of any offence under this Act in relation to that case; 

(iii) Case not settled due to non-cooperation and case is settled better: Where Settlement Commission sent his 

case back to the CEO. 



 

 

APPEAL, REVIEW & REVISION 

 

 
  



 

 

  



 

 

  



 

 

 
 

FIRST APPEAL – CC (APPEALS) or  CESTAT 
 

1. Write a short note on the “Appellate Remedies to assessee” (right of appeal to persons aggrieved by order 
passed by adjudicating authority) under the provisions of the Customs Act. 

     (7 Marks) 

Ans. Customs Act, 1944 has a self-contained system of appeal. It grants the assessee a right of appeal whenever assessee feels 

aggrieved by any adjudication order (whether demand order, penalty order or confiscation order) passed by the adjudicating 
authority.  

 The appellate remedies provided to the assessee aggrieved by an order passed by an adjudicating authority have been discussed 
below: 

a) ORDER passed by ADJUDICATING AUTHORITY lower in rank than Principal CC / CC: Against such order, appeal 

lie to CC (Appeals). Such appeal shall be preferred within a period of 60 days from the date of the receipt of the order 
appealed against. Delay up to 30 days in filing appeal can be condoned if delay is proved to be on account of 

sufficient reasons. The appeal shall be filed in “Form: C.A.-1”. The CC (Appeals) has power to confirm, modify or 

annul the order appealed against.  
b) ORDER passed by Principal CC / CC as an ADJUDICATING AUTHORITY: Against such order, appeal lie to CESTAT. 

Such appeal shall be preferred within a period of 3 months from the date of receipt of the order appealed against. Any 
delay in filing appeal can be condoned if delay is proved to be on account of sufficient reasons. The appeal shall be 

filed in “Form: C.A.-3”. In case of appeal by assessee, appeal fee is also payable (the quantum of fee depends 
upon the aggregate of duty, interest and penalty involved). CESTAT has power to confirm, modify or annul the order 

appealed against. It can also remand back the case to the original adjudicating authority (i.e., CC) for passing fresh 
order. 

 

 

APPEAL TO CESTAT– Sec 129-A     
 

2. What are the orders of Commissioner of Customs (Appeals) not appealable to Appellate Tribunal as per section 

129-A of Customs Act, 1962? 

(Nov 2009/ Nov 2011- 3 Marks) 

Ans. As per Sec 129-A of Customs Act, 1962, appeal shall not lie to the Appellate Tribunal and Appellate Tribunal shall not have 

jurisdiction to decide any appeal against order of Commissioner (Appeals) if such order relates to any of the following matter: 

 (a) Any goods imported or exported as baggage; 

 (b) Duty Drawback (payable in terms of Sec 74 or Sec 75); 

 (c)  Any goods loaded in a conveyance for importation into India, but which are not unloaded (or short unloaded) at their place 
of destination in India. 

 In these cases, revision application can be filed with CG. 
 

* Unique provisions under CA, 1962.  
 . 

 Appellate Jurisdiction of CESTAT Revisionary Jurisdiction of CG 

Governing Sections Sec 129-A (Appeals to CESTAT) 
 

Sec 129-DD 

Subject Matter All matters other than those subject to revisionary 
jurisdiction of CG  

Following 3 matters: 
1) Baggage import/export; 
2) DBK ; 
3) Non-landing or short landing of imported 

goods; 
 

Time Limitation 3 Months + Extension of any period 3 Months + Extension of 3 Months 
 

Pre-Deposit of duty 
by assesse in terms 
of Sec 129-E 

Every assesse is required to make mandatory pre-
deposit while filing appeal to CESTAT. (10% of duty 
amount as decided in CC(Appeals) has to be deposited) 
 

Requirement of pre-deposit is not applicable. 

Types of orders 
which can be 
passed 

Confirmation Order 
Annul Order 
Modification order 
Remand Back of case 

Confirmation Order 
Annul Order 
Modification order 
 



 

 

 

Further remedy CESTAT’s order is further appealable either to HC or 
SC. 
 

CG order is full and final. 

Monetary 
Limitation as to 
filing appeal / 
application [Sec 
131-BA] 

CBEC has specified monetary limitation on 
department as to filing of appeal.  
[Department cannot file appeal to Tribunal if duty amount 
is below Rs 10,00,000] 

No monetary limitation has been specified as to 
filing of revisionary application. 

. 

 

 

RECTIFICATION OF MISTAKES: AMENDMENT BY CESTAT 
 

3. Write a brief note on the power of rectification of mistakes given to the APPELLATE TRIBUNAL. Whether the 
power of rectification includes the power to review the order also? 

 (Nov 2007 5 Marks) 

Ans. Appellate Tribunal, namely Customs, Excise and Service Tax Appellate Tribunal, to amend the order passed by it rectifying the 
mistakes therein. This power can be exercised subject to fulfillment of following related conditions: 

i) Rectification may be made either suo-moto or when mistake is brought to its notice by the principal CCE / CCE or by the 

assessee.  

ii) Only those mistakes can be rectified (corrected) which are “apparent from record”.  
. 

Examples of mistakes apparent from records are as follows: 
1) Glaring Clerical or Numerical Mistake in the order; 

2) Order passed by Tribunal upholding classification in a particular heading but wrong serial no typed by mistake;  
3) Failure to take into consideration the material evidence, which is present on record [BHARAT BIJLI LTD-.–2006-SC] 
4) Non-consideration of a binding judgment of jurisdictional HC or SC even when brought to the notice of the Tribunal.  

 
iii) The rectification can be made within a period of 6 months from the date of the order. 

. 

N T B INTERNATIONAL (P.) LTD- 2014- BOMBAY HC      
 Time limit of 6 months applies only to Tribunal rectifying its errors suo moto. 
. 

 However, when an application for rectification is made within 6 months by a party, Tribunal can pass an order on such an application 
even beyond a period of 6 months. 
  [Further, in case of SHREE GANESH FORGING CO. – 2014- CALCUTTA HC it has been held that ‘tribunal does not have any 
power to condone any delay in filing of ‘rectification application’. 

 
iv) Any rectification which has the effect of enhancing an assessment or reducing the refund or otherwise increasing the 

liability of the person can be made only after the affected party is given a notice in writing and is provided with an 
opportunity of being heard. 

 
“Rectification of Mistakes’ vs ‘Review of Order’ 
Tribunal has been vested with limited power of ‘rectification of mistakes’ and not with power of ‘review of order’. 
Reconsideration of already considered matters or debatable points of law/facts don’t fall within the ambit of ‘mistake apparent 
from record’. 

 

4. Discuss with the help of decided case, whether the re-appreciation of evidence on a debatable point by CESTAT 

can be considered as rectification of mistake apparent on record ?.  

       (Nov 2012 3 marks) 

Ans. No, re-appreciation of evidence by CESTAT on debatable point cannot be considered to be rectification of mistake 

apparent on record. 
. 

 Supreme Court in case of RDC CONCRETE (INDIA) PVT. LTD. -2011 -SC observed that a mistake apparent on record must 
be an obvious and patent mistake. It need not be established by a long drawn process of reasoning. Arguments not accepted 

earlier during disposal of appeal cannot be accepted while hearing rectification of mistake application. The Apex Court held that 
CESTAT had reconsidered its legal view as it concluded differently by accepting the arguments which it has rejected earlier. 

Hence, the Court opined that in pursuance of a rectification application, CESTAT cannot re-appreciate the evidence and 
reconsider its legal view taken earlier.    

 
 

 



 

 

 

APPEAL TO HC– Sec 130  
 

5. What are the orders that are appealable to High Court under the Customs Act, 1962? Can delay in filing appeal 

be condoned by High Court  

(Nov 2009- 4 Marks) 

Ans. Orders appealable before HC: CESTAT’s order which doesn’t involve determination of any question having a relation to rate 

of duty or value of goods are challengeable before HC, if such order is involving substantial question of law [Sec 130 of the 

Customs Act, 1962] 

 

 Condonation of Delay by HC: Sec 130 provides for condonation of delay by HC. Thus, at present, delay can be condoned by 
HC. 

  

6. Briefly discuss the provisions of Sec 130 of the Customs Act, 1962 with regard to filing of Appeal before High 

Court. 

(4 Marks) 

Ans. Sec 130 of Customs Act, 1962provides facility of filing of appeal to High Court by the person aggrieved by any order or 
decision of the Appellate Tribunal (CESTAT – Customs, Excise & Service Tax Appellate Tribunal). The main provisions relating to filing of such appeal 

are followings: 

i) The order of Appellate Tribunal (CESTAT) shall be involving substantial question of law. The question of law shall not 
involve any question relating to determination of any question relating to rate of duty or assessable value of goods.** 

ii)  Appeal to HC shall be made to HC within a period of 180 days from the date on which the order appealed against is 

received by the CCE or the other party. In case of delay, HC shall have the power to condone the delay in 
individual cases [However, no fee is payable in case appeal is filed by Department] 

iii) Appeal shall be in the form of memorandum of appeal precisely stating the substantial question of law involved. 
iv) Appeal shall be accompanied by a fee of Rs 200/-. 

 

 Further, all sums due as a result of CESTAT’s order shall be paid [Sec 131]. 

 
Tutorial Note:  This question is asking about provision as to the FILING OF APPEAL and not as to the other matters (e.g., as to 
HEARING OF APPEAL, DISPOSAL OF APPEAL & PASSING OF JUDGMENT BY HC).  

 
 

APPEAL TO SC – Sec 130-E     
 

7. Mention the orders against which appeal lies to the Supreme Court u/s 130-E of the Customs Act. 

(3 Marks) 

Ans. In terms of Sec 130-E of the Customs Act, 1962, following shall be appealable to the Supreme Court: 

a) A judgment of the High Court, which the High Court (either on its own motion or on oral application made by/on 
behalf of the party aggrieved) certifies the matter as fit for appeal to the Supreme Court.  

 
b) Any order of the Appellate Tribunal *relating, among other things, to determination of any question having a relation 

to rate of duty or assessable value 
 

STEEL AUTHORITY OF INDIA LTD. – 2017-SC 
Direct appeal to SC against Tribunal’s order –  

 Only substantial question of alw can be appealed against  
 Question of facts are not challengeable before SC  

 

 

BAR ON DEPT ON FILING APPEALS- Sec 131-BA 
 

Summary: 

CBEC had fixed monetary limits below which appeal shall not be filed in the Tribunal/Courts by the Department. The present monetary 
limits are Rs 10 lakhs/ Rs 15 lakhs/ Rs 25 lakhs respectively for appeal to be filed in the Tribunal, HC and SC. Appeal is not 
required to be filed in cases below these monetary limits unless the dispute falls in the 3 exclusion categories. 
. 



 

 

TYPES OF CASES TO WHICH MONETARY LIMITATION IS NOT APPLICABLE 
Adverse judgments relating to the following should be contested irrespective of the amount involved: -  
. 

(a)  Where the CONSTITUTIONAL VALIDITY of the provisions of an Act or Rule is under challenge.  
 

(b)  Where notification/instruction/order or CIRCULAR has been held illegal or ultra vires.  
. 

(c) CLASSIFICATION and REFUNDS issues which are of legal and/or recurring nature.   
. 

 

8. State whether if an issue is decided in favour of assessee by the CC (Appeals) and the duty involved is Rs 

4,80,000 the revenue could file an appeal before the CESTAT against such order. 

(May 2012 – 2 Marks) (RTP May 2013). 

Ans. Since the appeal against order of CC (Appeals) lies before CESTAT and  

 since the amount involved is below Rs 5 lakh, hence, no appeal can be filed by the Department. 

 

 

REVIEW OF ORDERS– Sec 129-D     
 

9. Explain briefly the powers of review to the Principal CC / CC under Sec. 129-D(2) of the Customs Act, 1962 in 

respect of decisions taken by adjudicating authority subordinate to him.  

(Nov 2011 - Marks 3) 

Ans. Sec 129-D of Customs Act, 1962, which deals with review of order, provides that Principal CC / CC may review the 

adjudication order passed by an adjudicating authority subordinate to him so to check the legality or propriety of his 
order. Upon such review, principal CC/ CC shall arrive to a conclusion whether such order shall be challenged in appeal. If  in 

his opinion the order of subordinate authority shall be challenged into appeal, then principal CC/ CC shall direct him to apply to 
CC(Appeals) against the points specified by principal CC/ CC. 

 The direction for appeal shall be given within a period of 3 months from communication of order of adjudicating 

authority. This period can be extended by 30 days by CBEC. 

 The subordinate authority shall then file appeal within a period of 1 month from the date of receipt of such direction. 

 

10. The Committee of Principal Commissioners/Commissioners of Customs is empowered under the Customs Act, 

1962 to direct the filing of an appeal before the Appellate Tribunal in certain cases while in certain others, the 
Committee of Principal Chief Commissioners/ Chief Commissioners may direct an application to be filed before 

the Appellate Tribunal for determination of such points arising out of the decision or order as may be specified 
by the said Committee.  

 Write a brief note on the powers of the Committee of Principal Commissioners/Commissioners and Committee 
of Principal Chief Commissioners/Chief Commissioners of Customs bringing out the difference in the exercise of 

such powers. 

(May 2008- 4 Marks) 

Ans. (a) Committee of Principal CC / CC: In terms of Sec 129-A of the Customs Act, when Committee of Principal CC/ CC 
is of the opinion that order passed by Commissioner (Appeals) is not legal or proper, it may direct any customs officer 

to appeal on its behalf to the Appellate Tribunal. 

 

 (b) Review of order of Commissioner: In terms of Sec 129-D of Customs Act, Committee of Principal Chief CC/ Chief 

CC may, suo-moto, review the order passed by Principal CC/ CC as an adjudicating authority and if it is of opinion that 

such order is not legal or proper, then it can direct such principal CC/ CC to file an appeal to Appellate Tribunal against 
his own order. The Committee shall specify the points on which decision of Appellate Tribunal is required. 

 

  

Committee of Principal CC / CC Committee of Principal Chief CC / Chief CC 

It decides whether department appeal shall be 
filed against unfavourable appeal orders of 
CCE (Appeals).  
 If it is decided that appeal shall be filed, 

then it directs the PO to appeal on 
its behalf to the CESTAT. 

It reviews adjudication orders of Principal CC/ CC to check if order is lacking 
legality or propriety. 
 If such lacking is found, then it directs such principal CC/CC to file 

review application to CESTAT against his order. 



 

 

Upon direction of this committee, regular 
appeal is filed with CESAT. 

Upon direction of this committee, review application is filed with CESTAT. 
[Review application is treated as appeal filed against the order of the adjudicating 
authority - Sec 129D(4) of the Customs Act, 1962.] 

Appeal   to   be   filed   within   3 months . Review application can be filed within 4 months -- 3 months for the Committee 
to issue order for review and further 1 month to the Principal CC / CC to file an 
application. 

. 

 
 

REVISION OF ORDERS (by CG) – Sec 129-DD 
 

11. State the circumstances under which a revision petition can be filed before the CG under the Customs Act? 

(4 Marks) 

Ans. Certain orders passed by Commissioner of Customs (Appeals) are non-appealable to the CESTAT. In respect of such orders, 

Sec 129-DD of Customs Act, 1962 has provided revisionary power to the CG. The orders in respect of which revision can 
be carried out by CG are orders passed by the Commissioner of Customs (Appeals) is an order relating to any of the following:  

 

 (a)  Any goods imported or exported as baggage; 

 (b)  Duty Drawback (payable in terms of Sec 74 or Sec 75); 

 (c)  Any goods loaded in a conveyance for importation into India, but which are not unloaded (or short unloaded) at their 

place of destination in India; 
 

 Revision application shall be submitted by the aggrieved assessee within a period of 3 months (subject to extension of 3 months) 

from the date of the communication of order to the applicant. The CC may also direct the proper officer to make revision 
application if he thinks that order of Commissioner (Appeals) is not legal or proper. The Central Government may, on its own, 

also undertake revision of said orders. 

 Sec 129-DD empowers CG to annul or modify the order. 

 

Pre-deposit – Sec 129-E  
 

 

Appeal filed with Pre-Deposit Requirement Extent of Pre-Deposit 

CC (Appeals)   - first appeal Mandatory as per Sec 129-E 7.5% of disputed duty 

Tribunal / CESTAT   

 Against order of Principal CCE/ CCE - first 

appeal 
Mandatory as per Sec 129-E 7.5% of disputed duty 

 Against order of CCE (Appeals) – second 

appeal 
Mandatory as per Sec 129-E 10% of disputed duty 

   
Whether penalty needs to be pre-deposited? 

 Pre-deposit shall be  computed  as  a  percentage  of  only  duty  demanded  even  in cases where dispute involves both duty demanded 
and penalty levied.  Only when penalty alone is  in  dispute,  would  the  pre-deposit  be  computed  on  the  basis  of penalty. 

 

Whether interest needs to be pre-deposited? 

New section 35F does not include interest payable within the ambit of duty demanded.  Thus, pre-deposit of 7.5% / 10% would exclude 
interest, if any, payable on the duty demanded. 

 

12. X Ltd. was aggrieved by the decision of Joint Commissioner where he was confirmed demand of Rs. 10 lakhs 

and levied penalty equal to the amount of duty. The adjudication order was passed on 1st  Sep, 20XX. The 

company is planning to file an appeal against the said order and wants to know whether any amount is required 
to by deposited before filing such appeal. 

 

Ans. Sec 129-A of Customs Act, 1962  provides that an appeal cannot be filed with the CC (Appeals) unless the appellant has 
deposited 7.5% of the duty, in case where duty or duty and penalty are in dispute, or penalty, where such penalty is in dispute, 

in pursuance of a decision or an order passed by an customs officer lower in rank than the Principal CC / CC. the amount of 
such pre-deposit, however, will not exceed Rs. 10 crores. 



 

 

 In the given case, though both duty and penalty are in dispute, quantum of pre-deposit will be 7.5% of only the disputed duty 
amount i.e., 7.5% of Rs. 10,00,000 which is Rs. 75,000. 

 

13. In an order dated 20-08-20XX issued to M/s. DG & Co, the Joint Commissioner of Customs had imposed a penalty 
of Rs. 10,00,000. M/s. DG & sons intends to file an appeal with the CC (Appeals) against the said adjudication 

order. 

 Compute the quantum of pre-deposit required to be made by M/s. DG & Sons for filing the appeal with 
CCE(Appeals). 

 

Ans. As per Sec 129-A of Customs Act, 1962, 7.5% of the penalty has to be paid as pre-deposit where only such penalty is in dispute 
for filing an appeal with the CC (Appeals). 

 Thus, in the given case, quantum of pre-deposit will be 7.5% of Rs. 10,00,000  which is Rs. 75,000. 

 

14. XY Ltd., were issued with a demand notice of Rs. 50 lakhs which was confirmed by the adjudicating 
authority with penalty equal to duty demanded. Their appeal to Commissioner (Appeals) after payment of 

required pre-deposit was dismissed. Now, they wish to file an appeal before CESTAT. 

 Write a brief note on the amount they are required to pay towards pre deposit for filing the appeal before 
CESTAT : (i) if they dispute the order of the adjudicating authority demanding duty and penalty, and (ii) if 

they accept the duty liability but dispute the imposition of equal penalty. 

[CA Final May 2017- 4 Marks] 

Ans. Second appeal to CESTAT, requires an additional pre-deposit of 10%.  

 Where duty is in dispute, 10% of duty disputed shall be pre-deposited. 

 If penalty is disputed, then 10% of penalty shall be pre-deposited. 

 Thus, pre-deposit amount shall be 

 (i) 10% of disputed duty 50 lakh = 5 lakh;  

 (ii) 10% of disputed penalty 50 lakh = 5 lakh. 

 [Note: At time of filing appeal to Commissioner (Appeals), pre-deposit of 7.5% viz. 3,75,000 was already made. On appeal to CESTAT, 
a further pre-deposit of 5 lakh is required.] 

 

15. Duty demand of Rs. 10 lakhs was made in terms of an order in original dated 25-06-2018 passed by 

Assistant Commissioner against XYZ Ltd. with interest as applicable. Penalty of Rs. 10 lakhs equal to duty 
demanded was also imposed. The assessee made prescribed pre-deposit on 10-8-2018 and filed an appeal 

against adjudication order before Commissioner (Appeals) on 11-8-2018. The case against XYZ ltd. was 
finally decided and demand (inclusive of interest) of Rs. 32,000 was confirmed and penalty was set aside 

on 30-9-2018. XYZ Ltd. filed a refund claim letter on 5-10-2018. Refund was sanctioned on 15-10-2018. 

Calculate the amount of refund admissible. 

[Modified Nov. 2010, 3 Marks] 

Ans.  

Pre-deposit made under Section 129E 

[7.5% of duty of Rs. 10 lakhs] [Where duty and penalty both are in dispute, pre-deposit is 7.5% of duty] 

Rs. 75,000 

Less :  Total demand upheld (it is given that penalty has been set aside and also that Rs. 32,000 is 

inclusive of interest) 

Rs. 32,000 

Amount of pre-deposit refundable Rs. 43,000 

Interest under Section 129EE would start from = Date of making pre-deposit 10-8-2018 

Interest under Section 129EE would be allowed upto = Date of refund 15-10-2018 

Period for which interest to be granted = 15-10-2018 — 10-8-2018 66 days 

Rate of Interest 6% p.a. 

Interest = 43,000 × 6% p.a. ÷ 365 days (rounded off) Rs. 467 

Total Amount refundable (including interest) Rs. 43,467 

 

   
 

 
 



 

 

 
 

 



 

 

MISCELLANEOUS PROVISIONS 

 

CUSTOMS STATION, WAREHOUSE, ICD – APPOINTMENT THEREOF   [Sec 7 / 8] 
 

1. Who has the powers to--- 

 (i) Appoint Inland Container Depots (ICD) / Air Freight Station (AFS); 

 (ii) Appoint Land Customs Station; 

 (iii) Specify limits of Customs Area; 

 (iv) Appoint Public Warehouse at places notified under Customs Act, 1962. 

(Nov 2008 - 1 Mark Each) 

Ans. (i) CBEC is empowered to appoint ICD/ AFS  [Sec 7] 

 (ii)  CBEC is empowered to appoint Land Customs Station [Sec 7] 

 (iii) Principal CC or CC is empowered to specify limits of Customs Area [Sec 8] (in terms of Sec 8, CFS becomes part of 

Customs Area) 

 (iv) Principal CC or CC is empowered to appoint public Warehouse [Sec 57] 

 
 

RELEASE OF GOODS ON BOND 
 

2. Write short notes on: ‘Release of Goods on execution of bond’  

 (Nov 2008- 3 marks) 

Ans. In certain cases, Customs Act or any other act requires such a thing to be done before a person can import or export any goods 
or clear any goods from the control of officers of customs which cannot be done before such import, export or clearance (e.g., 

cancer machine can be imported into India only if user for rendering free medical treatment). In such an eventuality, clearance of goods is dependent upon 
certain conditions which can’t be fulfilled unless the said goods are actually cleared. Thus, it becomes a round-about situation.  

  Regarding clearance of such goods, Sec 143 of the Customs Act has been made. It ensures clearance of goods in one hand 
and compliance of conditions on the other. It provides that in such kind of situation, and the AC/DC can permit import, export 
or clearance of goods subject to execution of bond by the concerned person. The bond shall be backed with appropriate surety 
or security. The person executing the bond shall undertake an obligation to fulfill all the conditions as Imposed by AC/DC within 
such time as specified in the bond. 

  Subsequently, if the thing is done within the specified time, the AC/DC shall cancel the bond as discharged in full and shall, on 
demand, deliver it, to the person who has executed or who is entitled to receive it. In such a case, that person shall not be 
liable to any penal provisions. 

  However, if the thing is not done within the specified time, then the AC/DC shall, without prejudice to any other action that 
may be taken under this Act or any other law for the time being in force, be entitled to proceed upon the bond. 

 
 
 

CUSTOMS BROKERS : PERSONS LICENSED UNDER CUSTOMS – SEC 146 
 

3. Explain the provisions of Sec 146 of the Customs Act, 1962 regarding licensing of CUSTOMS BROKERS*. 

 
* Note: FA, 2013 has amended Section 146 to change the nomenclature of "CUSTOMS HOUSE AGENTS" to "CUSTOMS BROKERS" considering the 

global practice and internationally accepted nomenclature. 

 

Ans. Sec 146 of Customs Act, 1962 contain provision relating to licensing of Customs Brokers. It provides that only that person 

can carry on business of Customs Broker who holds license for this purpose. The license is issued in terms of regulations made 
by CBEC/CBIC for this purpose. The regulations prescribed are as follows: 

(i) License to act as CB shall be obtained from jurisdictional Commissioner of Customs. [Applications are invited by 

Commissioner in Jan of Every Year for that purpose]. License once issued shall be valid for a period of 10 years and thereafter, 
it can be renewed. 

(ii) Fees for obtaining the licence is Rs 5,000/-. Renewal fees is also 5,000/-. 

(iii) Every licence granted or renewed under these regulations shall be deemed to have been granted or renewed in favour of 
the licensee, and no licence shall be sold or otherwise transferred. 



 

 

(iv) CB shall possess shall qualification as prescribed for this purpose. He shall pass a specific exam for this purpose. 

(v) DB shall be required to maintain proper accounts. He shall keep and maintain on file a copy of each of the documents, 
such as bill of entry, shipping bill, transshipment application, etc. and copies of all his correspondence and other papers 

relating to his business as CHA. 

 
 

AMENDMENTS TO DOCUMENTS 
 

4. Write short note on: Amendment to documents submitted to customs authorities. 

 

Ans. Sec 149 of the Customs Act permits amendment of documents submitted to the Customs Authorities. It provides that the 

proper officer may, in his discretion, authorize any document, after it has been presented in the custom house to be 
amended.  

     However, amendment of a Bill Of Entry or a Shipping Bill or Bill Of Export which has been presented in the Customs House 
shall not be authorized to be amended if the imported goods have been cleared for home consumption or deposited in a 
warehouse, or the export goods have been exported. However, even these shall be allowed to be amended after the clearance 

of imported goods or exportation of export goods if amendment is sought to be made on the basis of documentary evidence 
which was in existence at the time the goods were cleared, deposited or exported, as the case may be.** 

 
MOHIT OVERSEAS – 2016- Delhi HC 
In the instant case, the assessee by mistake did not refer to an exemption notification in its Bill of Entry and thereby cleared 

the goods at full rate. He sought amendment of the Bill of Entry subsequently u/Sec 149 of the Customs Act, 1962. 
Held: Since the said exemption notification was in existence at that point of time when the said goods were cleared, hence 

amendment in bill of entry was permissible u/Sec 149 of the Customs Act, 1962. 
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