




      

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This book is drafted strictly on the basis of REVISED content given in CMA Study Module 

& Exam Question pattern as given in MTP/RTP/Past Questions 

 

Date: 05.04.2020 (Updated with all changes for Jun & Dec 2020 exam) 

4th Edition - 1st Print 

 

THIS BOOK HAS BEEN A REALITY 

ONLY BECAUSE OF MY FAMILY & 

STUDENTS. 

 

 CA SURAJ AGRAWAL 



PREFACE 

 

Taxation is a dynamic subject, which is not only a vast subject but also difficult to 

comprehend in view of frequent amendments. Yet it is the scoring subject of your 

syllabus. In addition, practice in the field of Taxation is also highly remunerative.  

My association with the students has helped me to bring this book in its present form – 

simplified, comprehensive and easy to understand. 

The present edition (4th Edition for June & Dec 2020 Exam) of this book is designed to 

bridge the gap between theory & applications and incorporates the following Chapters: 

� Introduction to Custom & Import Procedures 

� Customs (Import of Goods at Concessional Rate of Duty) Rules 2017 

� Export Procedure 

� Warehousing 

� Re-importation of Goods 

� Type of Duties 

� Valuation Rules 

� Duty Drawback 

This book is drafted strictly on the basis of revised content given in CMA Study 

Module & Exam Question pattern as given in MTP/RTP/Past Questions. Hope this 

book serves the purpose of the CMA Students. I shall be thankful to the readers for their 

suggestions, criticism and feedback if any.  

Email: suraj.agrawal@hotmail.com 

Contact: 8527230445; 01147542530 

ACKNOWLEDGEMENT 
 

This book is a result of sincere efforts of our family members, colleagues, associates, 

well-wishers and students, whose contribution cannot go unacknowledged. 

Master Reyaan, my wife CA Monika Agrawal and my mother deserve special mention 

for the time (on which they had the first right) they allowed me for this book.  

I dedicate this book to my beloved late grandparents & Papa. 

 

CA Suraj Agrawal 

Updated as on 05.04.2020 (4th Edition - 1st Print) 

“One more step towards success” 



PROFILE – CA SURAJ AGRAWAL 

CA Suraj Agrawal is a Commerce Graduate [B.Com (H)] from Kolkata University and has 

qualified CA in November 2005 in First Attempt from Kolkata. He has also secured All India 27th 

Rank in CA-Foundation – 1st level (First Attempt – 70% marks).  

Besides CA, he has completed Certification Course of International Taxation of the ICAI in 

2009. He has also qualified CPA (Certified Public Accountant) examination from AICPA 

(USA) in 2009 with more than 90 Marks in each of four papers in First Attempt [Presently, he is 

inspired to complete CIMA, London as well as LLM in International Taxation (UK) by Year 

2024] 

He has started his career by joining Direct Tax Department of Reliance Industries Limited, 

Mumbai and worked for near 2 years in core tax team. He has also worked in Taxation Division 

of Chaturvedi & Shah (Chartered Accountants), Delhi followed by Tax Division of Ernst & 

Young, Gurgaon, India (A Leading Big 4 Firm having International Presence). During the 

working tenure of more than 4 years, he is exposed to in-depth theoretical and practical 

knowledge of Direct Taxation & has a consultancy exposure in various industries including 

Energy - Oil & Gas, Airlines, Retail, Infrastructure and Shipping Industries.      

With the above academic and practical knowledge, he is in teaching profession since 2010 to 

serve professional students (taught 15,000 CA/CMAs Students till date). His in-depth 

coverage of legal provisions in Tax with practical approach is very well recognized 

among the students. He is also an associate member of ICAI and is also providing services as 

Tax Consultant to various organisations. 

He was also a member in WTO, FEMA & International Tax Study Group of the NIRC of the 

ICAI for the year 2011-12 and was member of International Taxation & FEMA Research 

Study Group of NIRC of the ICAI for the year 2010-11. He is regularly contributing tax articles 

and various opinions on subjects of Direct Taxation including International Taxation in various 

leading magazines [Taxmann] and professional forums.   

 

CA Suraj Agrawal 
“CA Rank Holder, Qualified CPA (USA), B.Com(H)” 

 

Email: suraj.agrawal@hotmail.com  
Contact: +91 85272 30445 / 011 4754 2530 
Subjects: CA Inter / CMA Inter / CMA Final -  DT & IDT 
FB: http://www.facebook.com/suraj.agrawal.564 

https://www.youtube.com/channel/UCv-ybxFp_X9EWiei7YhZQmw 

https://www.facebook.com/Surajagrawaltaxationclasses.satc 



REVISED FEE STRUCTURE – JUNE 2020 EXAM 

CLASSES VALID TILL 30.06.2020 
 

FEE VALID TILL 15 APRIL 2020  - Pay in 2 monthly installments 

SURAJ AGRAWAL TAX CLASS 
8527230445 (CALL/WHATSAPP) 

TEAM – VANSH & JATIN 

ONLINE PAYMENT – ONLINE CLASS DELIVERY 

(Pay in 2 monthly installments) 

PARTICULARS 
CMA INTER CMA FINAL 

DT IDT OMSM DT IDT 
GOOGLE DRIVE CLASS LINKS FEE 

E-BOOKS 

ONLINE CLASS DOWNLOAD 

START YOUR CLASS – SAME DAY THEN 

PAY 

NO COURIER 

DON’t PAY COURIER CHARGES & 

PRINTED BOOK COST AT PRESENT 

5000 

No 

Amendment 

Needed 

4000 

 

4000 

No 

Amendment 

needed 

4,500 4000 

EXTRA COURIER CHARGES 400 300 300 400 400 

EXTRA BOOK COST 600 500 300 1000 700 

EXTRA PENDRIVE COST 500 500 500 500 500 

TOTAL 6,500 5,300 5,100 6,400 5,600 

 

� PRINTED BOOKs & COURIER – ONCE GOVT WILL REMOVE RESTRICTIONS ON MOVEMENT 

� COLLECTION OF PRINTED BOOKs from OFFICE – NOT AVAILABLE DUE TO CORONA ISSUE 

(COURIER IS MANDATORY FOR LOCAL STUDENTs ALSO)  



REVISED FEE STRUCTURE – DEC 2020 EXAM 

CLASSES VALID TILL 31.12.2020 
 

FEE VALID TILL 15 APRIL 2020  - Pay in 2 monthly installments 

SURAJ AGRAWAL TAX CLASS 
8527230445 (CALL/WHATSAPP) 

TEAM – VANSH & JATIN 

ONLINE PAYMENT – ONLINE CLASS DELIVERY 

(Pay in 2 monthly installments) 

PARTICULARS 

CMA INTER 

DEC 2020 EXAM 

CMA FINAL 

DEC 2020 

DT IDT OMSM DT IDT 
GOOGLE DRIVE CLASS LINKS FEE 

E-BOOKS 

ONLINE CLASS DOWNLOAD 

START YOUR CLASS – SAME DAY THEN PAY 

NO COURIER 

DON’t PAY COURIER CHARGES & PRINTED 

BOOK COST AT PRESENT 

6000 

100% 

Lectures 

Ready 

 

AY  

2020-21 

 

 

5000 

First 30 

lectures 

ready 

 

From 5
th

 

Edition 

Book 

 

5000 

100% 

Lectures 

Ready 

 

7,000 

50 

Lectures 

under 

finalization 

AY  

2020-21 

5000 

First 30 

lectures 

ready 

 

From 5
th

 

Edition 

Book 

EXTRA COURIER CHARGES 400 300 300 400 400 

EXTRA BOOK COST 600 500 300 1000 700 

EXTRA PENDRIVE COST 500 - 500 - - 

TOTAL 7,500 5,800 6,100 8,400 6,100 

 

� PRINTED BOOKs & COURIER – ONCE GOVT WILL REMOVE RESTRICTIONS ON MOVEMENT 

� Amended DT lectures will be shared. No need of further amendments lectures for Dec 2020 

Exam. 

� 2 Views of GST Lectures recording from 6
th

 Edition book (to be updated in June 2020 month) will 

be shared Free after recording – For Dec 2020 Exam students (no extra charges) 

� COLLECTION OF PRINTED BOOKs from OFFICE – NOT AVAILABLE DUE TO CORONA ISSUE (COURIER 

IS MANDATORY FOR LOCAL STUDENTs ALSO)  

 



CUSTOM SYLLABUS (INTER & FINAL) 

- Syllabus is same for June & Dec 2020 EXAM 

- We will shared updated lectures from 4
th

 Edition Custom Book updated with 

amendments brought by Finance (No. 2) Act, 2019. No further amendments are 

needed. 

- Amendment in Custom by Finance Act 2020 is not applicable for June/Dec 2020 Exam 

- Lectures will be available from 20 April 2020 through Google Drive download Links. 

- 1 Custom Volume only for CMA Inter Students (Please note: Custom syllabus is not 

included in CA Inter level) 

- 2 Custom Volumes for CMA Final Students (Please note: Custom syllabus is totally 

different in CMA Final as comparison to CA Final syllabus).  

GST SYLLABUS (INTER & FINAL) 

- GST Amendment upto 31.05.2020 will be applicable for Dec 2020 Exam. 

- 6
Th

 Edition book will be issued by mid of June 2020. 

- Recording from 6
Th

 edition book will start from Mid June 2020 Month & will be 

delivered by August 2020 End. 

- On Admission, we will share 5
th

 Edition Book & recording of Classes from 5
th

 Edition 

GST Book will be available for early completion of syllabus. These will be based on law 

upto 30.11.2019. 

- 6 months GST amendments will be shared separately (Changes notified between 

1.12.019 to 31.05.2020). 

- If require - 2 Views of GST Lectures recording from 6
th

 Edition book (to be updated in 

June 2020 month) will be shared Free (after recording) – For Dec 2020 Exam students 

(no extra charges) 

- 3 GST Volumes + 1 GST question Bank for CMA inter 

- 4 GST Volumes + 1 GST question Bank for CMA Final 

DT SYLLABUS (INCOME TAX) – ASSESSMENT YEAR 2020-21 (INTER & FINAL) 

- Syllabus is same for June & Dec 2020 EXAM 

- Income Tax Amendment by Finance Act 2019, Finance (No. 2) Act 2019 & The Taxation 

Laws (Amendment) Act, 2019 is applicable for June/Dec 2020 Exam. 

- Amendment in Income Tax by Finance Act 2020 is not applicable for June/Dec 2020 

Exam. 

- Latest Recordings will be shared with students on admission through Google drive 

links for Dec 2020 Exam. No further amendments are needed. All Updated class from 

latest notes. 

- CMA Inter – 17
th

 Edition Book – 4 DT Volumes + 1 DT Revision Book (100% ready) 

- CMA Final – 10
th

 Edition Book – 5 DT Volumes + 1 Case Study Booklet 



“Thanks to all of you for making us proud”  

Congratulations to all of you 

CMA FINAL DT & IDT RESULT – DEC 2019 EXAM 

SATC – 01147542530 / 8527230445 

(NO FACE TO FACE CLASS IN CMA FINAL) 

S. No. Name IDT  DT  Status Remarks 

1 Varun Khattar (BOTH) 66 40 now CMA A.I.R. - 30 

2 Deepesh Hoiyani 80 - now CMA IDT Highest in 4 Paper 

3 Satish Jhangra 72 - now CMA 
IDT 2nd Highest in 4 

Paper 

4 Pranshu Singhal 72 - now CMA IDT Highest in 4 Paper 

5 Poonam Khemka 68 - now CMA IDT Highest in 4 Paper 

6 Garima 68 - now CMA IDT Highest in 4 Paper 

7 Tushar Khattar (BOTH) 63 43 now CMA IDT Highest in all 8 Paper 

8 Rahul Kumar Ojha 62 - Now in Group 3 - 

9 Amita Negi 60 - Now in Group 3 IDT Highest in 4 Paper 

10 Rohit Saini (BOTH) 60 58 now CMA IDT Highest in all 8 Paper 

11 Pooja Negi - 59 now CMA DT Highest in 4 Paper 

12 Brijesh Kumar 54 - Now in Group 3 - 

13 Rinku Kumar Bind - 54 Now in Group 4 DT Highest in 4 Paper 

14 Apoorv Jaiswal - 54 now CMA - 

15 Vikas Kumar Jha 53 - now CMA - 

16 Shivcharan Singh S. 53 - Now in Group 3 - 

17 Prateek Kumar Masih 49 - Now in Group 3 - 

18 Shivam Garg (BOTH) 49 52 now CMA - 

19 Sachin Sharma (BOTH) 48 - now CMA - 

20 Ashmeet 47 - Now in Group 3 - 

21 Mayank Garg - 40 Now in Group 4 - 

NOTICE: ALL ABOVE STUDENTS ARE REGISTERED STUDENTS OF SATC IN REGULAR 

CMA FINAL DT/IDT/BOTH PENDRIVE/VIDEO CLASS & NOT ONLY A YOUTUBE OR 

TELEGRAM CHANNEL SUBSCRIBER OR MERELY REFERRED OUR BOOKS. 



S. NO. NAME OF STUDENTS REGISTRATION NUMBER MARKS IN IDT EXAM 

1 PARAS JAIN (AIR 42) 4141009584 84 Jun-19

2 AMARDEEP 4151002203 79 Dec-18

3 SHREY GUPTA 4151004191 77 Dec-18

4 VASUDEVAN KALASHASTHY 4161004499 75 Jun-19

5 ASHISH SINGH 4142005774 74 Dec-18

6 PANKAJ TRIVEDI 14092006037 68 Jun-19

7 RAVI GUPTA 4132003787 65 Dec-18

8 SHUBHAM GUPTA 4151001994 64 Dec-18

9 KETAN JAIN 4112022182 64 Dec-17

10 JAVED AKHTAR 4122012930 63 Dec-18

11 KAPIL SHARMA 4152003027 63 Jun-19

12 MD. SAIF 4142003895 63 Dec-17

13 MOHD. ADIL 4142010375 61 Jun-18

14 MANISHA BHATIA 4162001141 61 Jun-19

CONGRATULATIONS 
CMA FINAL INDIRECT TAX/GST RESULT FROM SATC

14 MANISHA BHATIA 4162001141 61 Jun-19

15 RAHUL YADAV 4151003566 60 Jun-19

16 SYED SHABAD ALAM 3151001485 60 Jun-19

17 SHIVEK MADAAN 4152000047 59 Jun-19

18 ANKITA NAGPURKAR 4151008311 58 Jun-18

19 NIKHIL 4152006069 58 Jun-19

20 VISHAL CHAUHAN 4122005659 57 Dec-18

21 NAVEEN GOSWAMI 414100550 56 Jun-19

22 ANURAG PANT 4132012214 56 Dec-17

23 NISHTHA AGRAWAL 4121009440 55 Jun-18

24 HIMANSHU TYAGI 4132000652 55 Jun-18

25 APOORV JAISWAL 4142003143 55 Jun-19

26 SHILPA AGGARWAL 4151003054 54 Jun-18

27 HIMANSHU JAIN 4142010175 54 Jun-18

28 ANUP 4121013398 53 Dec-18

29 MD. SHAHNAWAZ HUSSAIN 4132009413 53 Dec-17

30 AMIT KR KASHYAP 4142005646 52 Dec-18

31 SUMIT 4131008313 49 Jun-19

32 AMIT YADAV 4121000259 44 Jun-19

SURAJ AGRAWAL TAX CLASSES
LAXMINAGAR I 8527230445 , 01147542530



S.NO NAME REG. NO IDT MATKS

1 PREETI RAWAT `04171007477 79

2 ASHISH SHIYANI `04151005102 76

3 RAJNESH GUPTA `04151004925 74

4 GAURANG RAJPAL `04152005198 73

5 MAYANK BATRA `04171010401 73

6 ATUL JAYANT `04132002741 71

7 MD.SHAHBAZ IDDRISI `04161000406 71

8 AMIT SHARMA `04161001090 70

9 ROHAN HEERA `04152006198 70

10 PRADEEP SINGH KANDARI `04171006214 69

11 ABHINAV PANNU `04152006249 69

12 SOUVAGYA GERU `04162003079 69

13 DEEPANJALI `04181035932 69

14 MAHIMA THREJA `04171007005 68

15 HITESHEE SHARMA `04162000658 68

16 VIABHAV SRIVASTAVA `04152003904 68

17 RAHUL KR. SONI `04171006939 68

18 ANKUSH GUPTA `04162003134 67

GST BATCH RESULTS FROM SATC IN LAST 2 ATTEMPTS AT CMA INTER                                                         

60 students have got 60+ marks in these 2 attempts

SURAJ AGRAWAL TAX CLASSES, LAXMINAGAR, NEW DELHI

18 ANKUSH GUPTA `04162003134 67

19 PRIYA AGRAWAL `04152002867 67

20 SNEHA `04152003288 66

21 NEELABH SRIVASTAVA `04151002871 66

22 SANJOLI JAIN `04151004777 65

23 MOHIT UPADHYAY `04171011775 65

24 NANCY JAIN `04171012943 65

25 KARTIK BHATT `04162003301 64

26 HIMANI AGGARWAL `04171009548 64

27 SHIVAM SINGH `04171006774 64

28 SWADHA CHITRANSH `04162000395 64

29 KARAN PANESHAR `04171013462 64

30 RAHUL NEGI `04142001226 64

31 AVINASH KUMAR `04132003466 64

32 ANURAG `04171013969 63

33 SALONI MITTAL `04171007814 63

34 ANKIT SINGH `04131000362 63

35 AMRITA VIDWAN `04161001976 63

36 PANKAJ `04162002704 63

37 ANKIT SINGH `04131000362 63

38 PANKAJ RAWAT `04162002704 63

39 ABHISHEK PARASHAR `04171008310 63

40 AMAN GUPTA `04171011461 63

41 ROHIT SATI `04141004707 62

42 SHOBHIT KR. YADAV `04162002512 6242 SHOBHIT KR. YADAV `04162002512 62

43 DINESH SINGH `04152004116 62

44 NEHA SHARMA `04162003239 62



45 KULDEEP RAWAT `04152004253 62

46 SAURABH JAIN `04151006110 62

47 NANDINI ANAND `04171015462 61

48 MAYANK GARG `04162003405 61

49 FARHEEN NAAZ `04171015009 61

50 KRATIKA KIRAR `01142009362 61

51 OMKAR SINGH `04112018993 61

52 FAHREEN NAAZ `04171015009 61

53 RAM SHARMA `04151007483 61

54 VINAY SHARMA `04162000208 60

55 PARVEJ ALAM `04162000312 60

56 VIVEK UPADHYAY `04171006249 60

57 BHARTI `04171014248 60

58 ANAND VALLABH OLI `04161004350 60

59 PRINCE GOYAL `04152006085 59

60 VIKALP KUMAR `04161000373 59

61 NEHA SURATIYA `04142001231 59

62 NISHA KUMARI `04142001150 58

63 ANURADHA MISHRA `03162004159 58

64 KAMINI `04161000149 57

65 DEEPAK KR KAMAT `04142006457 55

66 VIVEK PRASAD `04171009533 54

67 SIMRAN SINHA `04171006940 54

68 MOHINI AGRAWAL `04152005687 5368 MOHINI AGRAWAL `04152005687 53

69 VIKRANT JHA `04162002126 52

70 KAVITA RAWAT `04171006492 52

71 MOHIT ARYA `04172018239 52

72 BUNTI/VINAY `04171007024 52

73 PUNEET TIWARI `04162005106 51

74 SAURAV KUMAR `04161001645 51

75 KAVITA `04151000769 51

76 VISHAL KESARWANI `04171014398 51

77 VARUN MOR `01172016485 50

78 SHALENDER SEMWAL `04142005213 49

79 PRIYA RAHI `04162003080 48

80 NEHA KASHYAP `04161002757 48

81 YOGESH `04172018166 48

82 JAYED SAIFI `04171011777 47

83 GUNDEEP SINGH GILL `04161006711 46

84 RAHUL `04151000891 45

85 NISHTHA JAIN `04181030186 42

86 SHIVANGI BISHT `04171008407 41

87 MOHAMMAD MOMIN `04142002305 40

THANK YOUTHANK YOU





1 DEEPANJALI `04181035932 NOW IN CMA FINAL

2 ABHISHEK PANDEY `04162003486 NOW IN CMA FINAL

3 AMRITA VIDWAN `04161001976 NOW IN CMA FINAL

4 ISHIKA KHANDELWAL `04181033400 NOW IN CMA FINAL

5 JAYED SAIFI `04171011777 NOW IN CMA FINAL

6 KAJAL NEGI `04161002549 NOW IN CMA FINAL

7 KAVITA RAWAT `04171006492 NOW IN CMA FINAL

8 MIHIR KUMAR `04172020200 NOW IN CMA FINAL

9 MOHIT ARYA `04172018239 NOW IN CMA FINAL

10 NEHA RANA `04181031694 NOW IN CMA FINAL

11 NEHA SHARMA `04162003239 NOW IN CMA FINAL

CONGRATULATIONS
CMA INTER RESULT AT SATC IN DEC 2018 EXAM ALONE

List A : Students cleared Both Group of CMA Inter & Now in CMA FINAL

SURAJ AGRAWAL TAX CLASS
LAXMINAGAR / 01147542530 / 9953006445

12 OMPRAKASH KUMAR `04151004795 NOW IN CMA FINAL

13 PRIYA RAHI `04162003080 NOW IN CMA FINAL

14 PUNEET TIWARI `04162005106 NOW IN CMA FINAL

15 RAHUL `04151000891 NOW IN CMA FINAL

16 SAMARJEET SINGH `04181027869 NOW IN CMA FINAL

17 VIVEK PRASAD `04171009533 NOW IN CMA FINAL

18 ANAND VALLABH OLI `04161004350 NOW IN CMA FINAL

19 ANKIT SINGH `04131000362 NOW IN CMA FINAL

20 ANURADHA MISHRA `03162004159 NOW IN CMA FINAL

21 RAHUL NEGI `04142001226 NOW IN CMA FINAL

22 AYUSH DHONDIYAL `04172018516 NOW IN CMA FINAL

23 BHARTI `04171014248 NOW IN CMA FINAL

24 BUNTI/VINAY `04171007024 NOW IN CMA FINAL

25 DEEPAK KR KAMAT `04142006457 NOW IN CMA FINAL

26 FAHREEN NAAZ `04171015009 NOW IN CMA FINAL

27 GUNDEEP SINGH GILL `04161006711 NOW IN CMA FINAL

28 KAMINI `04161000149 NOW IN CMA FINAL

29 KARAN PANESHAR `04171013462 NOW IN CMA FINAL

30 KAVITA `04151000769 NOW IN CMA FINAL

31 KIRAN `04152006169 NOW IN CMA FINAL

List B : Students cleared 1st or 2nd Group & Now in CMA FINAL

31 KIRAN `04152006169 NOW IN CMA FINAL

32 KULDEEP RAWAT `04152004253 NOW IN CMA FINAL

33 MADHURI KUMARI `04171014151 NOW IN CMA FINAL



34 MAYANK BATRA `04171010401 NOW IN CMA FINAL

35 MOHD. SHAHBAZ `04161000406 NOW IN CMA FINAL

36 MOHINI AGRAWAL `04152005687 NOW IN CMA FINAL

37 MOHIT UPADHYAY `04171011775 NOW IN CMA FINAL

38 NEELABH SRIVASTAVA `04151002871 NOW IN CMA FINAL

39 NEHA KASHYAP `04161002757 NOW IN CMA FINAL

40 NEHA SURATIYA `04142001231 NOW IN CMA FINAL

41 NIKHIL KUMAR `04142001898 NOW IN CMA FINAL

42 OMKAR SINGH `04151007144 NOW IN CMA FINAL

43 OMKAR SINGH `04112018993 NOW IN CMA FINAL

44 OWAIS `04142011578 NOW IN CMA FINAL

45 PANKAJ `04162002704 NOW IN CMA FINAL

46 PANKAJ RAWAT `04162002704 NOW IN CMA FINAL

SURAJ AGRAWAL TAX CLASS
LAXMINAGAR / 01147542530 / 9953006445

CONGRATULATIONS
CMA INTER RESULT AT SATC IN DEC 2018 EXAM ALONE

List B : Students cleared 1st or 2nd Group & Now in CMA FINAL

46 PANKAJ RAWAT `04162002704 NOW IN CMA FINAL

47 PRINCE GOYAL `04152006085 NOW IN CMA FINAL

48 PRIYA AGRAWAL `04152002867 NOW IN CMA FINAL

49 PUNIT KUMAR `14092007508 NOW IN CMA FINAL

50 PURUSHOTAM KUMAR `03152004176 NOW IN CMA FINAL

51 RAHUL NEGI `04142001226 NOW IN CMA FINAL

52 SAURABH JAIN `04151006110 NOW IN CMA FINAL

53 SAURAV KUMAR `04161001645 NOW IN CMA FINAL

54 SHALENDER SEMWAL `04142005213 NOW IN CMA FINAL

55 SHIVAM GUPTA `01142006142 NOW IN CMA FINAL

56 SHIVAM SINGH `04171006774 NOW IN CMA FINAL

57 SHIVANGI BISHT `04171008407 NOW IN CMA FINAL

58 SIMRAN SINHA `04171006940 NOW IN CMA FINAL

59 SONALI `04151008330 NOW IN CMA FINAL

60 SWADHA CHITRANSH `04162000395 NOW IN CMA FINAL

61 UMESH `04161001647 NOW IN CMA FINAL

62 VARUN MOR `01172016485 NOW IN CMA FINAL

63 VIDYA P - NOW IN CMA FINAL

64 VIKALP KUMAR `04161000373 NOW IN CMA FINAL

65 VIPIN `04151006112 NOW IN CMA FINAL

66 VISHAL CHAUHAN `04172021373 NOW IN CMA FINAL66 VISHAL CHAUHAN `04172021373 NOW IN CMA FINAL

67 VISHAL KESARWANI `04171014398 NOW IN CMA FINAL

68 YOGESH `04172018166 NOW IN CMA FINAL



69 ABHISHEK PARASHAR `04171008310 NOW IN GROUP - 1

70 AMAN GUPTA `04171011461 NOW IN GROUP - 1

71 AVINASH KUMAR `04132003466 NOW IN GROUP - 1

72 NANCY JAIN `04171012943 NOW IN GROUP - 1

73 NISHTHA JAIN `04181030186 NOW IN GROUP - 1

74 RAM SHARMA `04151007483 NOW IN GROUP - 1

75 ANKIT SHARMA `04152003376 NOW IN GROUP - 2

76 DHARMESH SHARMA `04152004215 NOW IN GROUP - 2

77 GAGAN CHAUHAN `04112021154 NOW IN GROUP - 2

List C : Students cleared First OR Second Group of CMA Inter

SURAJ AGRAWAL TAX CLASS
LAXMINAGAR / 01147542530 / 9953006445

CONGRATULATIONS
CMA INTER RESULT AT SATC IN DEC 2018 EXAM ALONE

77 GAGAN CHAUHAN `04112021154 NOW IN GROUP - 2

78 HIMANSHU SINGH BASNAL `04181023904 NOW IN GROUP - 2

79 MD. ZAYAUL HAQUE `03151008179 NOW IN GROUP - 2

80 MOHAMMAD ZOHAIB `04181033459 NOW IN GROUP - 2

81 RAHUL MAITHANI `04151000047 NOW IN GROUP - 2

82 RIDHI SINGH `01452001869 NOW IN GROUP - 2

83 SHIVAM CHAUHAN `04181033342 NOW IN GROUP - 2

84 SURAJ BISHT `04181025181 NOW IN GROUP - 2

85 VAISHALI CHAUHAN `04171009980 NOW IN GROUP - 2

86 VARSHA `04141006563 NOW IN GROUP - 2

THANK YOU TO ALL OF YOU

SURAJ AGRAWAL TAX CLASSSURAJ AGRAWAL TAX CLASS



S.NO NAME ROLL NUMBER MARKS IN TAX

1

MEGHA KUMARI SINGHAL                                 

(All India Rank 13) 341001 77

2 VAIBHAV SAINI 817284 70

3 OSIM AKHTAR 328098 70

4 RAGHAV MANGLA 651375 69

5 PUNEET 325987 67

6 SUJIT KUMAR SHAH 508842 65

7 SURYANSH RASTOGI 804115 65

8 SAMIKSHA PANDEY 637869 65

9 RAJNISH PANDEY 345099 64

10 FATIMA 635666 64

11 SUNIL KUMAR 635526 64

12 VARUN MUNJAL 729537 64

13 MUSKAN MOURYA 336951 63

14 MUDASSIR 815904 63

15 NAVENDU SHARMA 815548 63

16 SHUBHAM GUPTA 343489 62

17 AKASH KUMAR 815849 62

18 DEVENDER 635594 62

19 ABHISHEK PANT 328056 62

20 KISHAN 520305 62

21 PRATEEK GUPTA 399180 62

22 PRINCE TYAGI 344697 61

23 POOLKIT 815940 61

24 NIRAJ KR SINGH 636316 61

25 RAHUL SINGH 635669 61

26 SALMAN AHMED 326069 60

27 PARAS KHURANA 813333 58

28 SANJAY KHADKA 520344 58

29 NIDHI UTREJA 352431 57

30 PRABIN GUPTA 344472 57

31 VIKASH KUMAR 336504 57

32 MUNNA KUMAR KAPOOR 343467 57

33 AJAY KUMAR 639946 57
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CUSTOMS ACT, 1962 
Post-independence, the Customs Act was passed in 1962. It consolidated the erstwhile Sea Customs Act, 
1878, Land Customs Act, 1924 and Indian Custom Aircraft Act, 1911. Further, the Customs Tariff Act was 
passed in 1975 to replace the erstwhile Indian Tariff Act, 1934. 
 
Constitutional Provisions 

According to Article 265 of the Constitution of India, No tax of any nature can be levied and collected by 
Central or State Governments except by the authority of law. The authority to enact law and levy taxes and duties 
is given by the constitution vide Article 246.  

 

According to Article 246, law can be enacted by Parliament or the State Legislature, if such power is given by 
the Constitution of India. 

 
The power to levy the custom duty is conferred by Entry No. 83 of the Union List of the Seventh Schedule to 
the Constitution of India which provides as under:    

  “Duty of Customs including exports duties”.  
 

Thus, the power to make laws in respect of Customs duty vests with the Central Government. The tax receipts 
on account of customs duty are solely enjoyed by the Union.  

Sources of Customs Law 

1. The Customs Act, 1962  This is a consolidating enactment providing levy of import and export duties of 
customs on goods imported into or exported from India through sea, air or 
land. 

It provides for the provisions of levy and collection of duty, importation or 
exportation, transit and transshipment, prohibition on importation or 
exportation of goods, warehousing etc. 

 

2. The Customs Tariff 
Act, 1975  

The Act contains various types of custom duties to be levied on the 
importation and exportation of the articles. It contains two schedules –  
 

Schedules 1:  Known as ‘Import Tariff’ and  
Schedules 2:  Known as  ‘Export Tariff’ 
 

‘Import Tariff’ consists of 98 Chapters grouped under 21 Sections This 
Schedule refers to goods liable to import duty of Customs. 

‘Export Tariff’ refers to goods liable to export duty of Customs. 

3. Rules Section 156 of the Customs Act, 1962 empowers the Central Government 
to make rules consistent with this Act. 

• Customs Valuation (Determination of Value of Imported Goods) Rules, 
2007 

• Customs Valuation (Determination of Value of Export Goods) Rules, 
2007 

• Baggage Rules 2016 
 

4. Regulations Section 157 of the Customs Act, 1962 empowers the Central Board of 
Indirect Taxes and Customs to make regulations consistent with the Act and 
the rules, generally to carry out the purposes of the Act. 

• Export Manifest (Vessels) Regulations 1976 
 

5. Notifications under 
Customs Act  

Central Government has been empowered to issue notifications under 
various sections of the Customs Act, 1962. 
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Application of the Act 
The Customs Act, 1962 applies to the whole of India and, save as otherwise provided in this Act, it applies 

also to any offence or contravention thereunder committed outside India by any person (FA 18).  

 

India includes territorial waters of India. The Customs Act, 1962 and Customs Tariff Act, 1975 have been 

further extended to:- 

(i) the notified designated areas in the Continental Shelf of India (CSI) and Exclusive Economic Zone of 

India (EEZI) and 

(ii) Whole of EEZI and CSI for the purpose of processing or extraction or production of mineral oils and 

supply of any goods in connection thereto. 

 

Note: 

(i) Territorial waters of India extend upto 12 nautical miles inside sea from baseline on coast of India and 

include any bay, gulf, harbour, creek or tidal river. (1 nautical mile = 1.1515 miles = 1.853 Kms). 

 
(ii) Finance Act 2018 - “Indian customs waters” means the waters extending into the sea up to the limit 

of Exclusive Economic Zone under section 7 of the Territorial Waters, Continental Shelf, Exclusive 

Economic Zone and other Maritime Zones Act, 1976 and includes any bay, gulf, harbour, creek or 

tidal river.    

 

Indian customs waters cover both the Indian territorial waters and exclusive economic zone as well.  

Indian territorial waters extend up to 12 nautical miles (nm) from the base line Whereas, exclusive 

economic zone of India is an area beyond the Indian territorial waters.  The limit of exclusive 

economic zone is 200 nautical miles from the nearest point of the baseline.  

 

Therefore, Indian customs waters extend to a total of 200 nm from base line. 

 

(iii) ‘Exclusive economic zone’ extends to 200 nautical miles from the base-line. 

 
(iv) Continental shelf is the part of the sea floor adjoining a land mass where the depth gradually increases 

before it plunges into the ocean deeps. Continental Shelf of India extends to a distance of 200 nautical 

miles from the baseline. 

 
Significance of Indian customs waters – 4 Marks 

i. If an officer of Customs has reason to believe that any person in India or within the Indian customs waters 

has committed an offence punishable, he may arrest such person informing him of the grounds for such 

arrest  

ii. Where the proper officer has reason to believe that any vessel in India or within the Indian customs 

waters has been, is being, or is about to be, used in the smuggling of any goods or in the carriage of 

any smuggled goods, he may stop any such vehicle, animal or vessel or, in case of an aircraft, compel 

it to land  

iii. Any vessel which is or has been within the Indian customs waters is constructed, adapted, altered or fitted 

in any manner for the purpose of concealing goods shall be liable to confiscation  

iv. Customs officer has the power to search any person who has landed from/about to board/is on board 

any vessel within Indian customs waters and who has secreted about his person, any goods liable to 

confiscation or any documents relating thereto 

v. Any goods which are brought within the Indian customs waters for the purpose of being imported from a 

place outside India, contrary to any prohibition imposed by or under this Act or any other law for 

the time being in force, shall be liable to confiscation  
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Charging Section 
 
Section 12: Except as provided in this Act, or any other law for the time being in force, 

� duties of customs shall be levied 
� at such rates as may be specified under the Customs Tariff Act, 1975, or any other law for 

the time being in force, 
� on goods imported into and exported from India. 

 
The aforesaid provisions shall apply in respect of all goods belonging to Government as they apply in respect 
of goods not belonging to Government. 
 
However, imports by Indian Navy, specific equipment required by police, Ministry of Defense, Costal 
Guard etc. are fully exempt from customs duty by virtue of specific notifications subject to fulfillment of 
conditions and/or procedure set out in the said notifications. 
 
IMP:  
 
(i) Customs duty is charged on goods and not on the person importing them or paying the duty. Being such, it 

is expected to be passed on to the buyer. 
 

(ii) It may, however, be noted that this levy is subject to other sections in the Act. For instance: 
 

Section 13 – No duty on pilfered goods 
Section 22 – Reduced duty on damaged goods 
Section 23 – Remission of duty on destroyed goods. 
 

(iii) Government goods shall be treated at par with non-Governmental goods for the purposes of levy of 
customs duty. 
 

Rates of duty:  
 

The rates at which duties of customs shall be levied under the Customs Act 1962 are specified in the First and 
Second Schedules of the Customs Tariff Act, 1975. 

 
(a) Preferential Rate of duty: If the goods are imported from the preferential areas [as notified by the Central 

Government], then a lower preferential rate of duty will be applicable on such goods subject to the 
fulfillment of specified conditions. 

 
(b) Standard rate of duty: In any entry, if no preferential rate of duty has been notified, the standard rate of 

duty shall be applicable. 
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VARIOUS DEFINITIONS 
 

(1) "Adjudicating authority" means any authority competent to pass any order or decision under this Act, but 

does not include  

� The Board,  

� Commissioner of Custom (Appeals) or  

� Customs, Excise and Service Tax Appellate Tribunal (CESTAT) 

(2)  "Assessment" means process of determining the tax liability in accordance with the provisions of the Act, 

which includes provisional assessment, self-assessment, reassessment and any order of assessment in 

which the duty assessed is NIL;  

  

(3) “Baggage" includes unaccompanied baggage but does not include motor vehicles;  

 

(4) “Beneficial owner” means any person on whose behalf the goods are being imported or exported or who 

exercises effective control over the goods being imported or exported.  

 

(5) Bill of Export:  

As per Section 2(5) of the Customs Act, 1962, the exporter of any goods shall make entry thereof by 

presenting to the proper officer in the case of goods to be exported by land, a bill of export in the 

prescribed form. [Shipping bill in case of goods exported in a vessel or air craft.] 

 

(6) "Customs airport" means any airport appointed under of section 7(a) to be a customs airport and includes 

a place appointed under clause (aa) of that section to be an air freight station];  

 

(7) "Customs area" means the area of a customs station or a warehouse and includes any area in which 

imported goods or export goods are ordinarily kept before clearance by Customs Authorities;  

 

(8) "Customs port" means any port appointed under section 7(a) to be a customs port and includes a place 

appointed to be an inland container depot;  

 

(9) "Customs station" means any customs port, customs airport, international courier terminal, foreign post 

office or land customs station;  
 

(10) "Coastal Goods" means goods, other than imported goods, transported in a vessel from one port in India to 

another;  
 

(11) "Conveyance" includes a vessel, an aircraft and a vehicle;  
 

(12) "Dutiable Goods" means any goods which are chargeable to duty and on which duty has not been paid;  
 

(13) "Export” means taking out of India to a place outside India;  
 

(14) "Export Goods" means any goods which are to be taken out of India to a place outside India;  
 

(15) "Exporter", in relation to any goods at any time between their entry for export and the time when they are 

exported, includes any owner, beneficial owner or any person holding himself out to be the exporter;  

 

(16) "Goods" includes-  

(a) vessels, aircrafts and vehicles;  

(b) stores;  

(c) baggage;  

(d) currency and negotiable instruments; and  

(e) any other kind of movable property;  
 

[Define ‘Goods’ as per section 2(22) of the Customs Act – CMA INTER RTP DEC 2018] 
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(17) Stores:  

As per section 2(38) of the Customs Act, “Stores” means goods for use in a vessel or aircraft and includes 

fuel and spare parts and other articles of equipment, whether or not for immediate fitting. 

 

(18) "Import", means bringing into India from a place outside India;  

 

(19) "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;  

 

(20) "Importer", in relation to any goods at any time between their importation and the time when they are 

cleared for home consumption, includes any owner , beneficial owner or any person holding himself out to 

be the importer;  

 

(21) "Person-in-charge" means,-  
 

In relation to a Vessel, The Master of the vessel;  

In relation to an Aircraft, The Commander or pilot-in-charge of the aircraft. 

In relation to a Railway Train, The Conductor, guard or other person having the chief 

direction of the train;  

In relation to any other conveyance, The Driver or other person-in-charge of the conveyance; 

 

(22) Foreign Going Vessel or Aircraft:  

As per section 2(21) of the Customs Act, the foreign going vessel or aircraft means any vessel or aircraft for 
the time being 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.  
 
The following are also included in the definition:  

(i) A foreign naval vessel doing naval exercises in Indian waters 
 
(ii) A vessel engaged in fishing or any other operation (like oil drilling by domestic vessel or foreign 

vessel) outside territorial waters 
 
(iii) A vessel going to a place outside India for any purpose whatsoever. 

  

(23) FA 18: “Notification” means notification published in the Official Gazette and the expression “notify” 
with its cognate meaning and grammatical variation shall be construed accordingly. 
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FEW QUESTIONS 
 

1. With reference to the recent amendments made in the Customs Act, 1962, examine the validity of the 

following statements: 

(a) A beneficial owner of imported goods is a person on whose behalf the goods are being imported. 

(b) Customs area does not include a warehouse. 

(c) Customs station includes international courier terminal. 

[CA FINAL - RTP MAY 2018] 

ANSWER: 

(a) The statement is valid. A new section 2(3A) has been inserted in the Customs Act, 1962 vide the 

Finance Act, 2017 to define beneficial owner to mean any person on whose behalf the goods are being 

imported or exported or who exercises effective control over the goods being imported or exported. 

 

(b) The statement is not valid. The definition of customs area as provided under section 2(11) of the 

Customs Act, 1962 has been amended to include within its ambit a warehouse too. 

 

The customs area is now defined to mean the area of a customs station or a warehouse and includes any 

area in which imported goods or export goods are ordinarily kept before clearance by customs 

authorities. 

 

(c) The statement is valid. The Finance Act, 2017 has included international courier terminal and 

foreign post office within the scope of customs station as defined under section 2(13) of the Customs 

Act, 1962. 

As per the amended section 2(13), a customs station means any customs port, customs airport, 

international courier terminal, foreign post office or land customs station. 

 

2. What is foreign going Vessel or aircraft under Customs Act? Give an example.  

CMA FINAL RTP DEC 2018 

Solution: 

As per section 2(21) of the Customs Act, the foreign going vessel or aircraft means any vessel or aircraft for 

the time being 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.  

The following are also included in the definition: 

(i) A foreign naval vessel doing naval exercises in Indian waters 

(ii) A vessel engaged in fishing or any other operation (like oil drilling by domestic vessel or foreign 

vessel) outside territorial waters  

(iii) A vessel going to a place outside India for any purpose whatsoever.   

Example: An ONGC vessel and a vessel owned by A Ltd. of USA are drilling oil beyond 12 nautical miles 

in the sea. Hence, both the vessels are called as foreign going vessels.    

 

3. RST Ltd. imported drawings and designs in paper form through professional courier and post 

parcels. However, the Assistant Commissioner of Customs valued these drawings and designs and 

levied duty on them.  

 
 RST Ltd. Contended that customs duty cannot be levied on drawings and designs as they do not fall 

in the definition of goods under the Customs Act, 1962.  
 
 Do you feel the stand taken by the RST Ltd. is tenable in law? Support your answer with a decided 

case law, if any.                                                                                                        [RTP - June & Dec 2018] 
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Solution: 

Associated Cement Companies Ltd. v CC (SC)  
The Apex Court observed that though technical advice or information technology are intangible assets, but 
the moment they are put on a media, whether paper or cassettes or diskettes or any other thing, they 
become movable and are thus, goods.  
 
Therefore, the Supreme Court held that drawings, designs, manuals and technical material are goods liable 
to customs duty.  
 
Therefore, the stand taken by the RST Ltd. is not correct in law. 

 
 
Domestic Tariff Area  
Domestic Tariff Area means the whole of India (including the territorial waters and continental shelf) but does not 
include the areas of the Special Economic Zones (Section 2(i) of Special Economic Zones Act, 2005), 100% 
Export Oriented Units (EOUs) / Electronic Hardware Technology Park (EHTP) / Software Technology Park 
(STP) / Bio Technology Park (BTP) 
 
 
4. Goods cleared from unit of DTA to Special Economic Zone (SEZ) chargeable to duty under the SEZ 

Act, 2005 or the Customs Act, 1962?  

 
Solution: 

Tirupati Udyog Ltd. v UOI (AP) Decision: Customs duty can be levied only on goods imported into or 
exported beyond the territorial waters of India, section 12(1) of the Customs Act, 1962 (i.e. charging 
section) is not attracted for supplies made by a DTA unit to a unit located within the Special 
Economic Zone. Therefore, goods cleared from DTA to SEZ is not liable to export duty either 
under SEZ Act, 2005 or under the Customs Act, 1962. 
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TAXABLE EVENT in case of import of goods into India/export of goods from India 
 

Imported or Exported goods into or out of India is the taxable event for payment of the duty of customs. Lot of 
problems was faced in determining the point at which the importation or exportation takes place. The root cause 
of the problem was the definition of India.  
 

The Supreme Court of India has given the landmark judgments in cases of Union of India v Apar Industries 

Ltd (1999) and further in the case of Garden Silk Mills Ltd v Union of India (1999). The import of goods will 

commence when they cross the territorial waters but continues and is completed when they become part of the 

mass of goods within the country, and the taxable event being reached at the time when goods reach the 

Customs barriers and Bill of Entry for home consumption is filed.  

 

Taxable event for Imported Goods 
In the case of Kiran Spinning Mills (1999), the Hon’ble Supreme Court of India held that import is completed 

only when goods cross the customs barrier. The taxable event is the day of crossing of customs barrier and not 

on the date when goods landed in India or had entered territorial waters of India.  

 

Crossing customs barrier:  
When goods are imported into India even after the goods are unloaded from the ship, and even after the goods 

are assessed to duty subsequent to the filing of a bill of entry, the goods cannot be regarded as having crossed 

the customs barrier until the duty is paid and the goods are brought out of the limits of the customs station. 

  

Hence, taxable event in case of imported goods can be summed up in the following lines:  
The taxable event occur in the course of imports under the customs law with reference to the principles laid down 

by the Supreme Court in the cases of Garden Silk Mills Ltd. v Union of India; and Kiran Spinning Mills v CC: 

(i) Date of entry into Indian Territorial Waters   - is not a taxable event 

(ii) Unloading of imported goods at the Customs Port  - is not a taxable event  

(iii) Date of presentation of bill of entry    - is not a taxable event  

(iv) Date on which the goods cross the customs barrier  - is a taxable event  

 

Taxable event for Warehoused Goods  
The taxable event in case of warehoused goods is when goods are cleared from customs bonded warehouse, by 

submitting EX-bond bill of entry.  

 

Taxable event in case of Exports  
As per Section 16(1) of the Customs Act, 1962, taxable event arises only when proper officer makes an order 

permitting clearance (i.e. entry outwards) granted and loading of the goods for exportation took place under 

Section 51 of the Customs Act, 1962.  

 

In the case of any other goods, on the date of payment of duty.  

 
Export of goods is complete when the goods cross the territorial waters of India. If ship sinks within the 
territorial waters, export is not complete. 
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FEW QUESTIONs 

 

5. Unicalp Textile Industries imported a machine from Eureka Engineering Works Ltd., New Jersey for 

dyeing the fabric. The price of the machine was settled at US $ 25,000. The machine was shipped on 

10.02.20XX. Meanwhile, Unicalp Textile Industries negotiated for a reduction in the price. 

 

 As a result, Eureka Engineering Works Ltd. agreed to reduce the price by $ 4,250 and sent the revised 

price of $ 20,750 on 15.02.20XX. The machine arrived in India on 18.02.20XX. The Commissioner of 

Customs decided to take the original price of $ 25,000 as the transaction value of the goods on the 

ground that the price is reduced only after the goods have been shipped. 

 

 Do you agree to the stand taken by the Commissioner? Give reasons in support of your answer with 

the help of a decided case law, if any. 

[CA FINAL – RTP NOV 2018] 

Solution: 

No, the Commissioner’s approach is not correct in law. 

 

As per section 14 of the Customs Act, 1962, the transaction value of the goods is the price actually paid or 

payable for the goods at the time and place of importation. Further, the Supreme Court in the case Garden 

Silk Mills Ltd. has held that importation gets complete only when the goods become part of mass of 

goods within the country. 

 

Therefore, since in the instant case, the price of the goods was reduced while they were in transit, it could not 

be contended that the price was revised after importation took place. Hence, the goods should be valued 

as per the reduced price, which was the price actually paid at the time of importation. 

 

6. What is the taxable event for exported goods? Also state the relevant rate of foreign exchange in case 

of exports.                               [CMA Inter RTP June 18] 

 
Solution: 

 

Taxable event for exported goods 

As per section 16(1) of the Customs Act, 1962, taxable event arises only when proper officer makes an order 
permitting clearance (i.e. entry outwards) granted and loading of the goods for exportation took place under 
Section 51 of the Customs Act, 1962.  
 
Relevant rate of foreign exchange in case of exports:  
In case of exports, rate of exchange of the CBIC as in force on the date on which a shipping bill or bill of 
export, as the case may be, is presented under Sec. 50 of the Customs Act, 1962 is applicable.  

 

7. Mangalore Refinery & Petrochemicals Ltd v CCus.  (SC):  

Facts of the Case: The assessee imported crude oil. On account of ocean loss, the quantity of crude oil 
shown in the bill of lading was higher than the actual quantity received into the shore tanks in India. The 
assessee paid the customs duty on the actual quantity received into the shore tanks.  
 
The Department contended that the quantity of crude oil mentioned in the various bills of lading should be the 
basis for payment of duty, and not the quantity actually received into the shore tanks in India. This was 
stated on the basis that duty was levied on an ad valorem basis and not on a specific rate.  
 
The assessee contended that it makes no difference as to whether the basis for customs duty is at a specific 
rate or is ad valorem, in as much as the quantity of goods at the time of import alone is to be looked at.  
 
Decision: The Supreme Court held that the quantity of crude oil actually received into a shore tank in a 
port in India should be the basis for payment of customs duty. 
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IMPORT PROCEDURES 
 
 

Landing /Calling of Vessel/Aircraft [Section 29]:  
 

a) When the Vessel/Aircraft carrying imported goods arrives in India, the person-in-charge of such 
vessel/aircraft [Master/Pilot] entering into India from outside India shall allow calling / landing of the vessel / 
aircraft only at the customs port/customs airport. 

 
b) However Board (CBIC) may allow such person-in-charge to cause/permit such vessel/aircraft to call/land at 

a place other than customs port/airport. 
 
c) Landing at other places is permissible under unavoidable circumstances like accident, stress of weather, 

navigational problem, etc., subject to the following conditions: -  

i. Landing should be reported to the nearest customs officer or police officer; also log book should 

be produced on demand.  

ii. Without the permission of Customs neither the cargo should be unloaded nor the passengers or crew 

depart from the vicinity of vessel/aircraft.  

iii. The persons in charge of the conveyance shall comply with the proper officer’s instructions in regard 

to such goods.  

iv. No passenger or crew shall leave the immediate vicinity of vessel or aircraft without the consent of 

the proper officer.  

However, the passengers, crew and goods can however keep away from the conveyance for reasons of 

health, safety or preservation of life or property.  

Any contravention of this provisions will operate as a presumption against the person-in-charge of 
conveyance or beneficial owner to have an intention to illegally imports goods into India. So, entry (or 
attempt to enter) goods originating from outside India into any place not notified as a customs station is 
barred 
 
PASSENGER AND CREW ARRIVAL MANIFEST AND PASSENGER NAME RECORD INFORMATION. 
[SECTION 30A]   

 
The person-in-charge of a conveyance that enters India from any place outside India or any other person as 
may be specified, shall deliver to the proper officer 

 
(i) the passenger and crew arrival manifest before arrival in the case of an aircraft or a vessel and 

upon arrival in the case of a vehicle; and 
 

(ii) the passenger name record information of arriving passengers, in such form, containing such 
particulars, in such manner and within such time, as may be prescribed.  

 

Where the passenger and crew arrival manifest or the passenger name record information or any part thereof is 
not delivered to the proper officer within the prescribed time and if the proper officer is satisfied that there was 
no sufficient cause for such delay, the person-in-charge or the other specified person shall be liable to such 
penalty, not exceeding  ` 50,000, as may be prescribed.  
 
Passenger name record information means the records prepared by an operator of any aircraft or vessel or 
vehicle or his authorised agent for each journey booked by or on behalf of any passenger [Section 2(30B)]. 
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DELIVERY OF ARRIVAL MANIFEST OR IMPORT MANIFEST (Import General Manifest) OR IMPORT 

REPORT:  - SECTION 30 
 

a) The person-in-charge of the conveyance shall deliver Arrival Manifest / Import Manifest / Import 
Report to the proper officer:  

Nature of Conveyance Name of Document Time Limit 
Mode of 

Presentation 

Vessel (Port)  Arrival or Import Manifest  Before arrival  Electronic Filing 

Aircraft (Airport)  Arrival or Import Manifest  Before arrival  Electronic Filing 

Vehicle (Land custom 
station) 

Import Report (IR)  
Within 12 hours after 
arrival 

Manual Filing 

 
b) In cases where it is not feasible to deliver IGM by presenting them electronically, the 

Commissioner of Customs may, allow the same to be delivered in any other manner. 

 
c) The person delivering the import manifest or import report shall at the foot thereof make and subscribe to 

a declaration as to the truth of its contents. 
 

d) Belated filing of IGM: Import manifest/Report filed belatedly may also be accepted by the proper officer 
on valid justified grounds. 

 

e) Amendment to IGM: If the proper officer is satisfied that the import manifest or import report is in any 
way incorrect or incomplete and there is no fraudulent intention, he may permit it to be amended or 
supplemented. 

 

f) Penalty for non-submission within the prescribed time-limit without sufficient cause for such delay - Not 
more than  ` 50,000/-  
 

g) The IGM (IMPORT GENERAL MANIFEST) also gives the following particulars: 
 

1. Name of the Vessel 
 

2. Nationality 
 

3. Tonnage(weight in tons) 
 

4. Name of the shipping line 
 

5. Last port of call 
 

6. Port arrival and date and time 
of arrival 
 

7. Name of the master 
 

8. Nationality of the master 
 

9. Name and address of the 
local steamer or shipping 
agent 
 

10. Port called during the 
present voyage 

11. Number of crew 
 

12. Number of passengers, etc 
 

 
h) Goods involved in an export may be carried in the conveyance (vessel or other) without being 

delivered in India. The IM/IR must also contain details of goods meant for export and carried by 
the conveyance. Similar provision for including ‘import goods’ is required by section 41 regarding 
manifest to be filed for dispatch of goods. 

 

Grant of Entry Inwards to the master of the vessel/permission to unload the goods 
On receiving arrival manifest or import manifest from the master of a vessel, the proper officer shall grant 
Entry Inwards to the master. The master of the vessel shall not permit the goods to be unloaded until the order of 
Entry Inwards has been granted by the proper officer to such vessel. Date of Entry Inwards is the date on which 
the vessel finds a berth place for discharge of cargo. 

 

Unloading of goods:  
 

Imported goods shall be unloaded:- 
(a) Only if mentioned in the import manifest/import report. 
(b) Only at the approved places in any customs port/customs airport. 
(c) Under the supervision of the proper officer. 
(d) During working hours and shall not be unloaded on Sunday or any holiday. 
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Note: 
1. Board may give general permission and the proper officer may in any particular case give special 

permission for any goods to be unloaded without the supervision of the PO. 
 

2. Goods may be unloaded after working hours or on Sunday/holiday after giving prescribed notice and on 
the payment of the prescribed fees, if any.  

 

RESTRICTIONS ON CUSTODY AND REMOVAL OF IMPORTED GOODS 
 

(1) Unloaded goods to be in the custody of the Custodian until their clearance:  
Customs act provide that once the imported goods have entered the customs area, they shall remain in the 
custody of the Custodian [a person approved by the Principal Commissioner/Commissioner of Customs 
for this purpose] until they are cleared for home consumption or are warehoused or are transshipped. 
 

(2) He shall keep a record of such goods and send a copy thereof to the proper officer 
 

(3) He shall not permit such goods to be removed from the custom area except with the permission in 
writing of the PO. 

 

(4) Pilferage while in custody: 
If any imported goods are pilfered after unloading thereof in a custom area while in the custody, custodian 

shall be liable to pay duty on such goods at the rate prevailing on the date of delivery of IGM to PO. 

 
RESTRICTIONS ON CUSTODY AND REMOVAL OF IMPORTED GOODS [SECTION 45]  

Once the imported goods have entered the Customs area, there arises the question of who is responsible for the 

safe custody of goods. This section requires that until the imported goods are cleared for home 

consumption or are warehoused or are exported for transhipment, they shall remain in the custody of 

such person as may be approved by the Principal Commissioner/Commissioner of Customs [Section 

45(1)].   

This person is called the custodian.  The responsibility of the custodian commences in respect of imported goods 

the moment the ship is berthed in the harbour or the goods are ready for unloading from the aircraft.   

[In major ports, the custodian is the Port Trust.  In other places, the custodian are the warehouse keepers.  In 

Inland Container Depots, the Container Corporation of India is the custodian of the imported cargo.  In case of 

air cargo, the custodian is the National Airport Authority.  For goods brought by rail, the custodian is the Station 

Master.]  

Responsibility of Custodian of goods [Section 45(2)]: 
   
During the time the goods are in the custody of the custodians, they have the following responsibilities: 

1. Maintain a proper record of goods received from the carriers and send a copy of the record to the proper 

officer. 

 

2. Not to permit such goods to be removed from the customs area or allow them to be dealt with otherwise 

except under the specific permission in writing of the proper officer or in accordance with a general 

procedure that may be prescribed that avoid subjectivity of the officer as to the manner of removal 

of such goods. 

 

In pursuance to this responsibility, the custodian is required to tally the particulars of the goods landed by a 

vessel, and send a report to the customs authorities.  This enables the customs authorities to check whether 

all goods manifested in the import general manifest for landing in a particular palace have actually been 

landed. In case of the goods are not so landed, action is taken against the carriers.   

Liability of the Custodians [Section 45(3)]  

This provision provides that notwithstanding anything contained in any law for the time being in force, if any 

imported goods are pilfered after unloading in any customs area, while in the custody of the custodian, such 

custodian shall be liable to pay duty on such goods. Therefore, in respect of pilfered goods covered by section 13, 

the loss of revenue is compensated by the custodian.   
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The duty shall be paid at the rate prevailing on the day of delivery of the import manifest or as the case may 

be, an import report to the proper officer under section 30 for the arrival of the conveyance in which such goods 

were carried.  

Section 45 holds the custodian responsible only in respect of the Customs duty in respect of pilfered goods.  It 

does not extend to the value of goods lost.  If the custodian has no explanation at all to show how the loss 

occurred in respect of goods in its custody, the custodian is liable for loss of goods.    

 

FILING OF IMPORT BILL OF ENTRY [SECTION 46]  

 
Bill of entry is the basic document which is filed by importer for the purposes of clearance of goods lying at the 
place of importation. It is the duty of the importer of any goods to make an application electronically on the 
customs automated system to the proper officer for clearance of the goods.   
 
The importer is required to make an electronic integrated declaration to the Customs Computer Systems 
through network facility.  [The Bill of Entry (Electronic Integrated Declaration) Regulations, 2011, provides the 
details.]   
 

However, the Principal Commissioner/ Commissioner of Customs may, in cases where it is not feasible to make 

entry by presenting electronically on the customs automated system, allow an entry to be presented in the 

prescribed manner and form.  Hence, manual submission of Bill of Entry is allowable in cases where 

electronic submission is not feasible.  [The form of the bill of entry is governed by Bill of Entry (Forms 

Regulations, 1976).]  

The goods may be cleared for home consumption or for deposit in a warehouse or for transit or 

transhipment.   

The bill of entry shall cover up all goods mentioned in bill of lading or other receipt given by carrier to the 

consignee. Bill of entry is required even in case of exempted goods.  

There are three types of Bills of Entries prescribed for these three different purposes: 

 Form I (White) – for home consumption.  

 Form II (Yellow) – for warehousing (into bond).  

 Form III (Green) – for ex-bond clearance for home consumption (ex-bond).  

The form of the bill of entry is governed by Bill of Entry (Forms Regulations, 1976).  
 

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. It is white coloured and hence, often called 
“white bill of entry”. 
 
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 yellow coloured and hence, often called 
“yellow bill of entry”. It is also called “Into-Bond Bill of Entry” as bond is executed for transfer of goods in a 
warehouse.  

   Question: State purpose and use of Yellow Bill of Entry     
 
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 is green coloured and hence, often called “green bill of entry”. It is 
also called “Ex-Bond Bill of Entry” 
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When Bill of Entry is filed electronically, it is in four copies:  

a) Original, meant for the customs authorities for assessment and collection of duty;  
b) Duplicate, intended as an authority to the custodian of the cargo to release cargo to the importer from his 

custody;  
c) Triplicate, as a copy for record for the importer; and  
d) Quadruplicate, as a copy to be presented to the bank or Reserve Bank of India for the purposes of 

making remittance for the imported goods.  
 

The importer is required to declare in the Bill of Entry amongst other things the particulars of packages, the 

descriptions of the goods, in terms of the description given in the Customs Tariff to enable proper classification of 

the goods and the correct value of the goods for the determining the amount of duty.   

Since the assessment is based on the declaration made by the importer, the onus is cast upon him to 

make a declaration and serious affirmation about the truth of the contents in the Bill of Entry.  

Added by FA 18: The importer who presents a bill of entry shall ensure the following, namely:—  

a) the accuracy and completeness of the information given therein;  

b) the authenticity and validity of any document supporting it; and  

c) compliance with the restriction or prohibition, if any, relating to the goods under this Act or under 

any other law for the time being in force. 

 
Importer unable to furnish details:  

If for any reason the importer is unable to furnish these details, he may request the customs officials to examine 

the goods in his presence to enable him to ascertain the necessary details for making a proper declaration in 

the bill of entry.   

Alternatively, he can seek permission to deposit the goods in a public bonded warehouse appointed under section 

57 pending receipt of the necessary information and the supporting documents under section 49.  This is 

also called warehousing without warehousing. Such goods shall not be deemed to be warehoused goods for the 

purpose of the Act and accordingly warehousing provisions shall not apply to such goods.   

[Bill of Lading:  The Bill of Lading given by the carrier of the goods is the importer’s document of title to the 

goods.  The Bill of Lading covers all the goods imported with full description] 

 

Time limit for filing:  NEW 
According to section 46(3), the importer shall present the bill of entry before the end of the next day following 

the day (excluding holidays) on which the aircraft/vessel/vehicle carrying the goods arrives at a customs 

station at which such goods are to be cleared for home consumption or warehousing.  

Section 46(3) further provides that a bill of entry may be presented at any time not exceeding thirty days prior 

to the expected arrival of the aircraft/vessel/vehicle by which the goods have been shipped for importation into 

India. 

Department has clarified that if vessel does not arrive within 30 days, filing of fresh bill of entry will be 

necessary. 

However, where the bill of entry is not presented within the time so specified and the proper officer is satisfied that 

there was no sufficient cause for such delay, the importer shall pay prescribed charges for late presentation 

of the bill of entry. 

Example: 

8. An importer filed a bill of entry after 60 days of filing Import General Manifest. The Deputy 

Commissioner of Customs imposed a penalty of    `̀̀̀ 10,000 for late filing of the bill of entry. Since, 

importer wanted to clear the goods urgently, he paid the penalty. Can penalty be imposed for late 

filing of the bill of entry? Can bill of entry be filed in advance? Examine the issue regarding period 

available for filing bill of entry in the light of relevant statutory provisions? 

[CA FINAL MAY 2018 EXAM – 5 Marks] 
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Answer: 

Yes, charges are payable for late filing of bill of entry if an importer fails to present the bill of entry before the 

end of the next day following the day (excluding holidays) on which the aircraft/vessel/vehicle carrying the 

goods arrives at a customs station at which such goods are to be cleared for home consumption or 

warehousing, and the proper officer is satisfied that there was no sufficient cause for such delay [Section 

46(3) of the Customs Act, 1962]. 

 

Yes, a bill of entry can be filed in advance. It can be presented within 30 days of the expected arrival of the 

aircraft/vessel/vehicle by which the goods have been shipped for importation into India vide proviso to section 

46(3) of the Customs Act, 1962. 

 

In the given case also, the time period as described above will be available - with reference to the date of 

arrival of vessel/aircraft - for filing the bill of entry. 

 

Assessment of duty on the imported goods:  
 

1. Assessment is the procedure of quantifying the amount of liability. The importer will self-assess the duty 
considering the applicable rate of exchange and rate of import duty.  
 

2. This self-assessment is subject to verification by the proper officer of the Customs and may lead to 
reassessment by such officer, if the assessment made by the importer is found to be incorrect.  

 

Importer Exporter Code (IEC) 
 

1. Import Export Code Number (IEC) is required to be taken by every Importer and Exporter and no 

Import/Export is allowed without this number. 

2. It is allotted by Directorate General of Foreign Trade (DGFT) on application made in prescribed form. 

3. It is based on PAN allotted under Income-Tax.  

4. It can be cancelled if importer/ exporter has- 

a) Contravened the law 

b) Engaged in Import/Export in a manner prejudicial to foreign trade relation of India or to interests of 

Exporters/Importers. 

 

Time limit for payment of import duty: - NEW – w.e.f 31.03.2017 as amended by FA 17 
 

The importer shall pay the import duty- 

a) on the date of presentation of the bill of entry in the case of self assessment; or  

 

b) within one day (excluding holidays) from the date on which the bill of entry is returned to him by the proper 

officer for payment of duty in the case of assessment, reassessment or provisional assessment; or  

 

c) in the case of deferred payment, from such due date as may be specified by rules made in this 

behalf, and  

if he fails to pay the duty either in full or in part within the time so specified, he shall pay interest on the duty not 

paid or short-paid till the date of its payment.   

The rate of interest shall be not below 10% and not exceeding 36% per annum and shall be fixed by the 

central government.  

Presently, Interest rate notified is 15% 
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Note:  

1. If the goods are cleared to be stored in a warehouse, payment of duty is deferred till the time of clearance 

from such warehouse. 

2. However, in case the goods are cleared for home consumption, customs duty has to be paid.  

3. Power to waive interest: if the Board is satisfied that it is necessary in the public interest so to do, it may, by 

order for reasons to be recorded, waive the whole or part of any interest payable under it. 
 

CLEARANCE OF GOODS [SECTION  47] 
 

Once the customs check and payment of duty is completed, the customs officers allow clearance of the goods.  

Section 47 provides that where the proper officer is satisfied that the goods entered for home consumption are not 

prohibited and the appropriate import duty and any charges payable thereon has been paid, he can make 

an order permitting clearance of the goods for home consumption.   

However, Central Government may permit certain class of importers to make deferred payment of said duty 

or any charges in such manner as may be provided by rules.   

In this respect, 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).  AEO means Authorized Economic Operator certified by the Directorate General of Performance 

Management under CBIC.  

On making this order, which is popularly known as “pass out of customs charge order” the bill of entry 

(duplicate) copy is produced to the custodian who delivers the goods to the importer.  

Added by Finance Act 2018  - These orders may be passed on the CAS (customs automated system) on 

the basis of risk evaluation through appropriate selection criteria as a trade facilitation measure to 

improve efficiency in custom clearance 

[Some major importers have been given the green channel clearance facility. It means clearance of goods is 

done without routine examination of the goods. They have to make a declaration in the declaration form at the 

time of filing of bill of entry. The appraisement is done as per normal procedure except that there would be no 

physical examination of the goods. Only marks and number are to be checked in such cases. However, in rare 

cases, if there are specific doubts regarding description or quantity of the goods, physical examination may be 

ordered by the senior officers/investigation wing.] 

 
PROCEDURE FOR DISPOSAL OF GOODS NOT CLEARED [SECTION 48]  

If there are any goods imported from a place outside India, which are not cleared within 30 days from the date of 

unloading, the custodian of the cargo is unnecessarily burdened with the custody of the goods.  It also deprives 

the customs department of its legitimate revenue in the form of customs duty.  The 30 days have been considered 

to be sufficient time for any importer to make up his mind whether the goods should be cleared for home 

consumption on payment of duty or whether they should be transhipped or whether they should be deposited in a 

warehouse.   

If such imported goods are not cleared either for home consumption or for warehouse within 30 days or within 

such further time as the proper officer may allow or if the title to any imported goods is relinquished, the 

custodian of the goods is permitted, with the approval of the customs department and after giving notice to the 

importer, to sell the goods by auction.  

In the case of sensitive goods like animals, foodstuffs and hazardous goods etc. the custodian with the 

approval of the proper officer can sell the goods even before the expiry of the 30 days limit.  Similarly in the case 

of arms or ammunition, which cannot be sold in public auction, the disposal is regulated by the rules made in this 

regard 
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Deferred Payment of Import Duty Rules, 2016 read with Circular No. 52/2016-Cus dated 15.11.2016: 

An eligible importer intending to avail the benefit of deferred payment shall intimate to the Principal 

Commissioner/Commissioner of Customs, having jurisdiction over the port of clearance, his intention to avail 

the said benefit who on being satisfied with the eligibility of the importer allow him to pay the duty by due dates.   

Due dates for deferred payment of import duty- 

S. No. Goods corresponding to Bill of Entry 
returned for payment 

Due date of payment of duty, inclusive of 
the period (excluding holidays) as 
mentioned in section 47(2) 

1 1
st
 day to 15

th
 day of any month   16

th
 day of that month 

2 16
th
 day till the last day of any month other 

than March 
1

st
 day of the following month  

3 16
th
 day till the 31

st
 day of March 31

st
 March 

 

Electronic payment of duty: The eligible importer shall pay the duty electronically. However, the 

Assistant/Deputy Commissioner of Customs may for reasons to be recorded in writing, allow payment of duty 

by any mode other than electronic payment.     

Deferred payment not to apply in certain cases: If there is a default in payment of duty by due date more 

than once in three consecutive months, this 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 entry 

PAYMENT THROUGH ELECTRONIC CASH LEDGER  PAYMENT OF DUTY, INTEREST, 
PENALTY ETC. [SECTION 51A]  - Added by FA 2018 
 

A new system to leverage payments-automation is enabled in Customs clearance (imports or exports) where 

Central Board of Indirect Taxes and Customs (CBIC) to prescribe the persons who are permitted to hold 

balance in Electronic Cash Ledger and the procedures for deposit, utilization and refund of surplus balance. 

These regulations are yet to be notified.  

With the use of an authorized mode of payment, persons who regularly make payment – duty, interest and even 

penalty, if any – are permitted to ‘deposit’ a certain amount of money. And then when the occasion to make 

payment arises, they can pay by debit to the balance in this deposit account (electronic cash ledger balance). 

Person who may be required to regularly make payment are importer, exporter (of dutiable goods) or 

Customs Brokers.  

1. Every deposit made towards duty, interest, penalty, fee or any other sum payable by a person under the 

provisions of this Act or under the Customs Tariff Act, 1975 or under any other law for the time being in force 

or the rules and regulations made thereunder, using authorised mode of payment shall, subject to prescribed 

conditions and restrictions, be credited to the electronic cash ledger of such person, to be maintained 

in the prescribed manner.  
 

2. The amount available in the electronic cash ledger may be used for making any payment towards duty, 

interest, penalty, fees or any other sum payable under the provisions of this Act or under the Customs Tariff 

Act, 1975 or under any other law for the time being in force or the rules and regulations made thereunder in 

the prescribed manner and conditions and prescribed time limit.  
 

3. The balance in the electronic cash ledger, after payment of duty, interest, penalty, fee or any other amount 

payable, may be refunded in the prescribed manner.  
 

4. Board is empowered to exempt the deposits made by specified class of persons or with respect to specified 

categories of goods,  from all or any of the provisions of this section if it is necessary or expedient so to do 
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QUESTIONS 
 

9. 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? 

[CA FINAL - RTP MAY 2018] 

Answer: 

(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 wharf (dock) to warehouse transit 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 CBIC 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 

CBIC. 

 

(iii) The due dates for payment of deferred duty are - 

 

S. Goods  corresponding  to  bill  of Due  date  of  payment  of  duty, 

No. entry returned for payment from 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 1st day of the following month 

 other than March     
      

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. 

 

10. An importer filed a bill of entry after 60 days of filing Import General Manifest. The Deputy 

Commissioner of Customs imposed a penalty of  ` 10,000 by endorsement on the bill of entry. Since, 

importer wants to clear the goods he paid the penalty. Can penalty be imposed for late filing of the 

bill of entry?  

 

Examine the issue in the light of relevant statutory provisions.                                                        

[RTP JUNE 2018] 
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Answer:  
W.e.f. 31-3-2017 - Finance Act, 2017 - Section 46 amended: Submission of Bill of entry:  
The importer shall presented the bill of entry under section 46(1) of the Customs Act, 1962 before the end of 
the next day following the day (excluding holidays) on which the aircraft or vessel or vehicle carrying the 
goods arrives at a customs station at which such goods are to be cleared for home consumption or for 
warehousing.  
 
Provided that a bill of entry may be presented within 30 days of the expected arrival of the aircraft or 
vessel or vehicle by which the goods have been shipped for importation into India.  
 
Provided further that where the bill of entry is not presented within the time so specified and the proper officer 
is satisfied that there was no sufficient cause for such delay, the importer shall pay such charges for the 
late presentation of the bill of entry as may be prescribed. 
 

In the given case penalty of  ` 10,000 is valid. Hence, as per the provisions of the Customs Act, 1962, 
penalty can be imposed for late filing of the bill of entry.  

 
 
11. Explain the meaning of the term “Bill of export” and “import report” under the provisions of the 

Customs Act. 1962.  

 
Answer:  
Bill of Export  
As per Section 2(5) of the Customs Act, “Bill of export” means a bill of export referred to in section 50 of 
the Customs Act, 1962  
 
The exporter of any goods shall make entry thereof by presenting to the proper officer in the case of goods to 
be exported in a vessel or aircraft, a shipping bill, and in the case of goods to be exported by land, a bill 
of export in the prescribed form. 
Import Report  
As per Section 2(24) of the Customs Act, “Import manifest” or “import report” means the manifest or report 
required to be delivered under section 30 of the Custom Act, 1962  
 
The person in charge of a vehicle carrying imported goods or any other person as may be notified by the 
Central Government shall, in the case of a vehicle, deliver to the proper officer an import report within 12 
hours after its arrival in the customs station, in the prescribed form. 
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Imported goods in Transit or Transhipment: 

 
Transit of Goods [Section 53] 
Subject to Section 11 (Power to prohibit importation or exportation of goods), where any goods imported in 
a conveyance and mentioned in the import manifest or the import report, as the case may be, as for transit in 
the same conveyance to any place outside India or to any customs station, the proper officer may allow the 
goods and the conveyance to transit without payment of duty, subject to such conditions, as may be prescribed. 
 
 
Transhipment of Goods [Section 54] 
Where any goods (not being a prohibited goods) which are imported in a conveyance are mentioned, in the import 
manifest/import report, as for transhipment in another conveyance to any place outside India or to any major 
port/other port as notified/any other custom station, they may be allowed to be so transhipped without payment 
of duty.  
 
The importer shall present the Bill of Entry for transshipment to the proper officer. Unlike Transit, Under 
Transhipment, goods are transferred from one conveyance to another. 
 
Duty on Transit or Transhipment of goods (Section 55 of the Customs Act, 1956)  
 

Where any goods are allowed to be transited or transshipped, they shall, on their arrival at such station, be 

liable to duty and shall be entered in like manner as goods are entered on the first importation thereof and the 

provisions of this act and any rules and regulations shall, so far as may be, apply in relation to such goods.  

If the goods arrive at such customs station in India as ultimate destination, then 
���� these goods are examined and assessed to pay duty, 

���� they shall be entered in the like manner as the goods are entered on the first importation and 

���� they are governed by the Customs Act, 1962 and the rules and regulations thereunder are same as 

applicable to any imported goods 

 

12. State the conditions which are to be satisfied for transhipment of goods without payment of duty. 

[CMA FINAL RTP JUNE & Dec 2018] 
 
Solution: 

Section 54(3): Transhipment of goods without payment of import duty is permissible only if the following 

conditions satisfy:  

� Transhipment of goods with foreign destination  

� The goods find place as Transhipment Goods in the Import of General Manifest (IGM) or Import Report in 

case of goods imported in a vehicle  

� Bill of Transhipment or Declaration of Transhipment filed.  

� Goods must be transhipped to another vessel to place outside India.  

 

13. A vessel Bhishma, sailing from U.S.A to Australia via,, India carries various types of products namely 

‘A, B, C & D’. ‘A & B’ are destined to Mumbai Port. On account of submission of bill of transhipment 

product ‘A’ transshipped to Chennai port as ultimate destination in India and product ‘B’ transhipped 

to Srilanka. Find the imported goods, Transhipment goods and transit goods?  

 

Solution: 

 

Product ‘A’ is imported goods because its ultimate destination is in India.  

 

Products ‘A & B’ are called as Transhipment goods, since these goods are transshipped to another vessel,  

 

Product ‘A’ transhipped to Chennai attracts import duty whereas product ‘B’ is destined to Srilanka without 

payment of duty. 
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Custom Duty not leviable in Certain cases: 
 

 
 
1. No duty on Pilfered Goods [Section 13]:  

 

If any imported goods are pilfered after the unloading thereof but before the proper officer has made an 
order for clearance for home consumption or deposit in a warehouse, the importer shall not be liable to 
pay the duty leviable on such goods.  
 
However, where such goods are restored to the importer after pilferage, the importer becomes liable to duty. 

 

Meaning of term 'pilfer': The term pilfer means "to steal, especially in small quantities: patty theft", therefore, 

the term does not include loss of total package. 

 

ANALYSIS: 

(a) Conditions to be satisfied for exemption from duty: 

� The imported goods should have been pilfered. 

� The pilferage should have occurred after the goods are unloaded, but before the proper officer 

makes the order of clearance for home consumption or for deposit into warehouse. 

� The pilfered goods should not have been restored back to the importer. 

 

(b) Imp Points: 

� If goods are pilfered after the order of clearance is made but before the goods are actually cleared, 

Section 13 is not applicable and thus, duty would be leviable. 

� Section 13 deals with only pilferage. It does not deal with loss/destruction of goods. 

� Provisions of Section 13 would not apply if it can be shown that pilferage took place prior to the 

unloading of goods. 

� In case of Pilferage, only Section 13 applies and Remission of duty u/s 23(1) is not permissible. 

 
2. Remission of duty on goods lost or destroyed [Section 23(1)]: 

 
Subject to Section 13, where it is shown to the satisfaction of the AC/DC of Customs that any imported goods 
have been lost (otherwise than as a result of pilferage) or destroyed, at any time before clearance for home 
consumption, the AC/DC of Customs shall remit the duty on such goods. 

 
ANALYSIS: 
(a) This section comes into play in case of loss/destruction of imported goods at any time before their 

clearance for home consumption. 
 

(b) The remission of duty is permissible only in the case of total loss of goods. This implies that the loss is 
forever and beyond recovery. The loss referred to in this section is generally due to natural causes like 
fire, flood, etc. The loss of goods may be at the warehouse also. 
 

(c) Since Section 23(1) is subject to the provisions of Section 13, in case the goods have been pilfered after 
they have been unloaded but before order for clearance for home consumption or deposit in a warehouse, 
Section 13 would apply and the importer would not be liable to pay the duty. 

  



CMA - CUSTOM                                                                     SATC                                                                                     A.22 
 

  | SURAJ AGRAWAL TAX CLASS | LAXMI NAGAR | NEW DELHI  | 011-47542530 | +91 85272 30445 | 

Distinction between Section 13 and Section 23(1) 
 

Basis Pilferage of Goods u/s 13 Loss or Destruction of Goods u/s 23(1) 
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. 

Duty on goods Duty is not at all leviable on such 
goods. 
 

The duty paid on the goods shall be 
remitted to the importer. 

Subsequent 
restoration of goods 

Where the pilfered goods are 
restored to the importer after 
pilferage, the importer becomes 
liable to duty. 
 

In case of destruction of goods, the 
restoration of goods is not possible. 
 

Warehoused goods Provisions of Section 13 are not 
applicable to warehoused goods. 
 

Provisions of Section 23(1) apply to 
warehoused goods also. 

Onus to prove the 
pilferage/destruction 
or loss of goods 

The onus to prove the pilferage does 
not lie on the importer. 
 

The importer has to prove the 
loss/destruction to the satisfaction of the 
AC/DC of Customs. 
 

Time of occurrence 
of pilferage or 
loss/destruction 

The imported goods must have been 
pilfered after the unloading thereof 
and before an order for clearance 
for home consumption or deposit 
in a warehouse. 

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

 
3. Right to relinquish the title to the Goods [Section 23(2)]:  

The owner of any imported goods may, at any time before an order for clearance of goods for home 
consumption or an order for permitting the deposit of goods in a warehouse has been made, relinquish his 
title to the goods and thereupon, he shall not be liable to pay the duty thereon. 

 

However, the owner of any such imported goods shall not be allowed to relinquish his title to such goods 
regarding which an offence appears to have been committed under this Act or any other law for the time 
being in force. 

 

ANALYSIS: 
Sometimes, it may so happen that the importer is unwilling or unable to take delivery of the imported 
goods. Some of the likely causes may be: 
(a) the goods may not be according to the specifications; 
(b) the goods may have been damaged or deteriorated during voyage and as such may not be useful to the 

importer; 
(c) There might have been breach of contract and, therefore, the importer may be unwilling to take delivery of 

the goods. 
 

In all the above cases, the goods having been imported, the liability to customs duty is imposed and, 
therefore, the importer may relinquish his title to the goods unconditionally and abandon them. If the importer 
does so, he will not be required to pay the duty amount. 
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4. Abatement of duty on Damaged or Deteriorated goods [Section 22] 
 

Section 22 provides the importer with an option to pay the reduced duty if the goods are damaged or 
deteriorated under any of the specified circumstances. 

 

(a) Cases where abatement is available: Abatement is available if it is shown to the satisfaction of the 
AC/DC of Customs that the goods are damaged/deteriorated under any of the following circumstances: 

S.No. In case 

1. any imported goods had been damaged or had deteriorated at any time before or during the 
unloading of the goods in India 

2. any imported goods, other than warehoused goods, had been damaged or had deteriorated 
on account of any accident, at any time after the unloading thereof in India but before their 
examination for assessment by the customs authorities 

3. any warehoused goods had been damaged on account of any accident at any time before 
clearance for home consumption 

Note: Provided such accident is not due to any willful act, negligence or default of the importer, his 
employee or agent. 

 

Meaning: 

(1) Damage: The term 'damage' denotes physical damage to the goods. This implies that the goods 
are not fit to be used for the purpose for which they are meant. 
 

(2) Deterioration: Deterioration is reduction in quality of goods due to natural causes. 
 

(b) Amount of duty chargeable after abatement:  

 

Duty to be charged = 

 

Value of damaged goods/ deterioration goods 

Value of goods before damage/deterioration 

 

X Duty on goods before    
damage / deterioration 

 

(c) Valuation of the damaged or deteriorated goods: The value shall be:- 
(a) Value ascertained by the proper officer 

or 
(b) The proper officer may sell such goods by public auction/tender or if the importer agrees, in any 

other manner and the gross sale proceeds shall be deemed to be the value of such goods. 
 

Example: if the value of goods is `̀̀̀ 50,000 and after damage the value is `̀̀̀ 10,000 then duty payable on 
`̀̀̀ 50,000/- should be appropriately reduced to 20% of the duty on such goods before their damage 
(proportion of `̀̀̀ 10,000 to `̀̀̀ 50,000). 
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Exemption from Customs Duty [Section 25]: 
 
Central Government’s power to grant exemption:  Article 265 of the Constitution provides that “No tax shall be 
levied or collected except by authority of law”. The power of the Central Government to alter the duty rate 
structure is known as delegated legislation and this power is always subject to superintendence and check by the 
Parliament. 
 
(a) General exemption: If the Central Government is satisfied that it is necessary in the public interest so to do, 

it may, by notification in the Official Gazette, exempt generally either absolutely or subject to such conditions 
(to be fulfilled before or after clearance) as may be specified in the notification, goods of any specified 
description from the whole or any part of duty of customs leviable thereon. 
 

(b) Special exemption: If the Central Government is satisfied that it is necessary in the public interest so to do, it 
may, by special order in each case, exempt from payment of duty, any goods on which duty is leviable only 
under circumstances of an exceptional nature to be stated in such order. Further, no duty shall be 
collected if the amount of duty leviable is equal to, or less than, ` 100. 
 
Both the above mentioned exemptions may be granted by providing for the levy of duty on such goods at a 
rate expressed in a form or method different from the form or method in which the statutory duty is leviable. 
Further, the duty leviable under such altered form or method shall in no case exceed the statutory duty 
leviable under the normal form or method. 
 
Rationale for grant of exemption: The power for grant of exemption vests with the Central Government 
subject to the overall control of the Parliament. The Government on a rational basis may use this power and 
the exemptions may be based on any of the following factors: 

 
(a) Moral grounds, where the duty should not be levied at all. Some of the instances, which may be 

given, are; 
(i) Where the goods do not reach the Indian soil at all. 
(ii) Where the goods have reached the Indian soil, but are not available for consumption. 
(iii) Where the goods get damaged or deteriorated in transit. 

 
(b) Discretionary provision, where the exemption is used for controlling the economy and industrial 

growth of the country. 
 

14. An importer imported certain input 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 final product. An 

exemption notification was in force providing exemption in respect of specified raw materials 

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 aforesaid notification in respect of the entire lot of the inputs imported including those that 

were damaged in transit. 

 

Solution 
The benefit of the notification cannot be denied in respect of goods which are intended to use for 

manufacture of the final product but cannot be so used due to shortage/leakage. 

 

No material distinction can be drawn between loss on account of leakage and loss on account of damage. 

The benefit of said exemption cannot be denied as inputs were “intended to use” in the manufacture of final 

product but could not be so used due storage/leakage/damage. It can be said that world “to use” have to 

be construed to mean “intended to use” 

 

Therefore, the importer can claim the benefit of the notification in respect of the entire lot of the inputs. 
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15. What are the conditions to be satisfied for exemption from duty in case of pilferage? 

(CMA-Inter-RTP-June 18) 
Solution: 

Conditions to be satisfied for exemption from duty in case of pilferage:  

1. The imported goods should have been pilfered.  

2. The pilferage should have occurred after the goods are unloaded, but before the proper officer makes the 

order of clearance for home consumption or for deposit into warehouse.  

3. The pilfered goods should not have been restored back to the importer.  

 

16. X Ltd imported goods from USA for `̀̀̀ 50,000. After damage these goods valued by customs officer is        

`̀̀̀ 10,000. Total Customs duty on the value of imported goods levied `̀̀̀ 6,180. Imported goods had been 

damaged after the unloading of goods in India but before their examination for assessment by 

customs authorities, and such damage is not due to any willful act of X Ltd. Find total duty payable 

by X Ltd.  

[CMA Inter RTP June 18] 
 
Solution: 

 
Customs Duty = ` 1,236  
 
Working Note:  
` 6,180 – [(` 40,000/ ` 50,000) ×  `  6,180] =  `  1,236  
 

Abatement of duty is  ` 4,944. 

 

17. An importer imported a consignment weighing 10,000 tons. The importer filed a bill of entry for home 

consumption. The Assistant Commissioner passed an order for clearance of goods and applicable 

duty was paid by them. The importer thereafter found, on taking delivery from the Port Trust 

Authorities i.e., before the clearance for home consumption, that only 9,000 tonnes of inputs were 

available at the docks although he had paid duty for the entire 10,000 tonnes. 

 

There was no short-landing of cargo. The short- delivery of 1,000 tonnes was also substantiated by 

the Port Trust Authorities, who gave a weighment certificate to the importer. 

 

On filing 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 his claim for remission of duty on the 

1,000 tonnes not delivered by the Port Trust. 

 

Examine the issue and tender your opinion as per law, giving reasons 

[CA FINAL MAY 2018 – 5 MARKS] 
 

Solution: 

As per section 23(1) of the Customs Act, 1962, where it is shown to the satisfaction of Assistant or Deputy 

Commissioner that any imported goods have been lost or destroyed, otherwise than as a result of pilferage at 

any time before clearance for home consumption, the Assistant or Deputy Commissioner shall remit the duty 

on such goods. Therefore, duty shall be remitted only if loss has occurred before clearance for home 

consumption. 

 

In the given case, it is apparent from the facts that quantity of inputs received in India was 10,000 tonnes and 

1,000 tonnes thereof was lost when it was in custody of Port Authorities i.e., before clearance for home 

consumption was made. 

 

Further, the loss of 1,000 tonnes of inputs cannot be construed to be pilferage, as loss of such huge 

quantity cannot be treated as “Petty Theft”. 

 

Hence, the aforesaid provisions of law justify the importer’s claim for remission of duty. 
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Circumstance under which no duty will be levied  
 

a. No duty will be levied on pilfered goods under section 13 of the Customs Act. 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 a ware house, then the importer shall not be liable to pay the duty leviable on such 

goods. 

 

b. No duty will be levied in case of goods lost or destroyed due to natural causes like fire, flood, etc. such loss 

may take place at any time before the clearance of goods for home consumption. The loss may be at the 

warehouse. [Section 23(1)]  

 

c. No duty will be levied in case of goods abandoned by importers  [Section 23(2)] 

Sometimes it may so happen that importer is unwilling or unable to take delivery of the imported goods due to 

the following reasons:  

(i) the said goods may not be according to the specification,  

(ii) the goods may have been damaged during voyage,  

(iii) there might have been breach of contract.  

In all the above cases the importer has to relinquish his title to the goods unconditionally and abandon them. 

The relinquishment is done by endorsing the document of title to the goods in favour of the Commissioner of 

Customs along with invoice.  

 

d. No duty will be levied, if the Central Government is satisfied that it is necessary in the public interest not to levy 

import duty by issuing the notification in the Official Gazette. [Section 25] 

 

Clearance of goods from DTA to SEZ 

 

In the case of Advait steel Rolling Mills Pvt. Ltd. vs. UOI, it is held that the clearance of goods from DTA to 

Special Economic Zone are not chargeable to export duty either under the SEZ Act, 2005 or under the Customs 

Act, 1962 on the basis of the following observations: 

 

� The charging section needs to be construed strictly. If a person is not expressly brought within the scope of 

the charging section, he cannot be taxed at all. 

 

� SEZ Act does not contain any provision for levy and collection of export duty on goods supplied by a DTA 

unit to a unit in a Special Economic Zone for its authorized operations. Since there is no charging provision in 

the SEZ Act providing for the levy of customs duty on such goods, export duty cannot be levied on the DTA 

supplier. 

 

� Reading section 12(1) of the Customs Act, 1962 makes it apparent that Customs duty can be levied only on 

goods imported into or exported beyond the territorial water of India. 

 

Since both the SEZ unit and the DTA unit are located within the territorial waters of India, supplies from DTA to 

SEZ would not attract Section 12(1). 
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Determination of duty where goods consist of articles liable to different rates of duty [Section 19] 

 

Except as otherwise provided in any law for the time being in force, where goods consist of a set of articles, 

duty shall be calculated as follows 

a. articles liable to duty with reference to quantity shall be chargeable to that duty;  

b. articles liable to duty with reference to value shall be chargeable to duty as under 

(i) if such articles are liable with the same rate of duty then duty shall be levied at that rate;  

(ii) if the articles in the set are liable to duty at different rates then duty shall be calculated at the highest 

of those rates.  

c. articles not liable to duty, then they shall also be chargeable to duty at the highest of the rates specified 

in (b) above.  

 

Duty where evidence of separate value of articles is available:  
 

If the importer produces evidence to the satisfaction of the proper officer or the evidence is available regarding 

the value of any of the articles liable to different rates of duty, such article shall be chargeable to duty 

separately at the rate applicable to it. 

 

Rate of Duty applicable to accessories, etc. supplied with imported article [Accessories (Condition) 

Rules, 1963] 
 

Certain accessories are sometimes compulsorily supplied with the main equipment. It may be difficult to value 

such accessories and to assess them separately or to charge duty on them when no additional consideration is 

involved in normal course.  

 

In such case, if any accessories of, spare parts and maintenance implements for, any article are imported along 

with that article, then such accessories/ spare parts and maintenance implements shall be chargeable at the 

same rate of duty as that article, if the proper officer is satisfied that in the ordinary course of trade 

a) such accessories, parts and implements are compulsorily supplied with that article; and  

b) no separate charge is made for such supply, their price being included in the price of that article. 

 

Duty to be paid on goods derelict, wreck etc. coming into India [Section 21] 
 

All Goods, Derelict, Jetsam, Flotsam and Wreck brought or coming into India, shall be dealt with as if they were 
imported into India. Thus, even though such goods had not been actually imported, they would be liable to 
import duty. 
 
However, if such goods are entitled to be admitted duty-free under this Act, duty would not be levied provided it is 
shown to the satisfaction of the proper officer that they are so entitled. 
 

4 Marks 
 
Derelict -  This refers to any cargo, vessel, etc. abandoned in the sea with no hope of recovery. 
 
Jetsam  -  Jetsam means where goods are cast into sea to reduce weight of ship to prevent it from sinking 

and thrown goods sink. 
 
Flotsam - Jettisoned goods which continue floating in the sea are called flotsam. 
 
Wreck –  This refers to cargo or vessel or any property which are cast ashore by tides after ship wreck. 
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Distinguish between derelict, jetsam and flotsam  

Derelict Jetsam Flotsam 

Goods abandoned by the owner of 
goods without any hope of 
recovering it.  
 

Owner of goods has no intention 
to abandon  
 

Owner of goods has no intention 
to abandon  
 

Goods are not thrown from the 
vessel to prevent it from sinking  
 

Goods are thrown with speed 
from the vessel to prevent it from 
sinking  
 

Goods are thrown with speed 
from the vessel to prevent it 
from sinking  
 

Derelict gets sunk and does not 
drift to the shore  
 

Jetsam gets sunk and drifts to the 
shore  
 

Flotsam does not sink but it 
floats and drifts to the shore. 
 

 

TAX PLANNING vs TAX MANAGEMENT 

 
It is essential to note differences between tax planning and tax management for effective learning of tax 
matters. 
 

Tax Planning Tax Management 
Tax planning primarily aims at adopting an 
arrangement so as to bring lesser incidence of 
tax. 
 

Tax Management is dealing with compliance of 
statutory provisions, prospective planning etc. so 
as to ease the financial constraints that would arise 
when discharging the commitments through payment 
of tax, keep close watch and monitor statutory 
requirements etc 
 

Tax planning may not be essential for every 
assessee. 
 

Tax management is essential for every tax paying 
person otherwise he may become liable for penalty. 
For example, improper import of goods attract 
penalty. 
 

Tax planning essentially looks at future benefits 
arising out of present actions. 
 

Tax management relates to past, present and 
future. For Example: (i) appeals, revisions, 
rectification of mistakes deal with the past.  (ii) 
maintenance of records, self assessment, filing of 
returns and other documents are present activities. 
 

Tax planning is focusing on saving taxes by 
choosing best among the alternatives. 
 

Tax management is focusing on compliance with 
legal formalities: e.g. filing of return, payment of tax, 
documentation, records, maintenance of accounts 
etc. 
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BOAT NOTE 
 

In India we have certain ports where the ships cannot come to the shore for unloading or loading goods due to 
depth of the Sea or vessel may not find the time in having berth in the port. In such cases goods are sent to shore 
in a small cargo (i.e. it may be loaded in a small boat and sent to shore).  
 
As per the Boat Note Regulations such a small boat must be accompanied by a Boat Note issued by the 
Customs Officer. The boat note must be in duplicate and machine numbered. Separate forms are prescribed for 
export cargo, import cargo and transshipment cargo. 
 
Explain relevance of Boat Note as per Boat Note Regulations. [CMA FINAL JUNE 2018 EXAM – 2 MARKS] 

 
 

DETENTION CERTIFICATE 
 

Once goods are imported from a country outside India into India, such goods need to be cleared from the port 
within 3 working days from the date of import. For delay beyond 3 working days the port authorities will charge 
demurrage. If the delay is from the Customs authorities, then such authorities will issue a certificate called 
as Detention Certification for bona fide import.  
 
If the imported goods are not cleared from the Customs Authority within 30 days from the date of import then such 
goods can be stored in a warehouse pending clearance. Beyond the time limit these goods can be sold after 
giving show cause notice to such an importer. 
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CLASS NOTES 
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Practical Questions – Additional Set 

1. M/s Pipli Imports Ltd. imported certain goods, which were unloaded in the customs area on 
01.10.20XX. When order for clearance was passed by proper officer on 05.10.20XX, it was found that 
there was some pilferage of such goods. As the imported goods were in the custody of Port Trust, 
the Department demanded duty from the custodian under section 45(3) of the Customs Act, 1962, 
on such pilferage. The Port Trust denied such demand contending that it was not an approved 
custodian falling under section 45 and possession of goods by it was by virtue of powers conferred 
under the Major Port Trust Act, 1963. Hence, it is not liable for customs duty on pilfered goods. 
 
M/s Pipli Imports Ltd. has also asked the Port Trust to make good the loss of goods. Examine, 
whether the demands made by the Department and M/s Pipli Imports Ltd. are justified in law, referring 
to decided case law. 
 
Answer: 
The facts of the case are similar to the case of Board of Trustees v. UOI (2009) 241 ELT 513 (Bom HC 
DB), wherein the High Court held that considering the language of section 45(3), the liability to pay duty is 
of the person, in whose custody the goods remain as an approved person under section 45 of the Act. 
Therefore, section 45(3) applies only to the private custodians who are required to be approved by 
Principal Commissioner/ Commissioner of Customs under section 45(1).  
 
Accordingly, the major ports and airports covered under Major Port Trust Act, 1963 who do not require any 
approval under section 45(1), are not covered by section 45(3). Thus, the Department cannot demand 
duty from Port Trust on the pilferage under section 45(3) of the Customs Act, 1962. 
 
Section 45(3) of the Customs Act, 1962 holds the custodian responsible only in respect of the customs duty 
in respect of pilfered goods. It does not extend to the value of goods lost. However, the Port Trust, as bailee 
of the goods, is liable for value of the goods to the importer. 

 
 
2. Distinguish between Jetsam and Flotsam 

 
Answer: 
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. Duty is payable on both unless they are entitled to be admitted 
free of duty. 

 
3. An importer, imported consignment of goods, chargeable to duty @ 40% ad valorem. The vessel 

arrived on 31st May, 20XX. A bill of entry for warehousing the goods was presented on 2nd June, 
20XX and the goods were duly warehoused. In the meantime, an exemption notification was issued on 
15th October, 20XX reducing the effective customs duty to 25% ad valorem. 

Thereafter, the importer filed a bill of entry for home consumption on 20th October claiming 25% 
duty. The customs Department charged higher rate of duty @ 40% ad valorem. Give your views on 
the same, discussing the relevant provisions of the Customs Act, 1962. 
 
Answer: 
According to section 15(1)(b) of the Customs Act, the relevant date for determination of rate of duty and tariff 
value in case of goods cleared from a warehouse is the date on which a bill of entry for home consumption in 
respect of such goods is presented.  
 
Therefore, the relevant date for determining the duty in the given case will be 20.10.20XX (the date on which 
the bill of entry for home consumption is presented) and thus, the relevant rate of duty will be 25%. 

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

(i) damaged inside the warehouse before clearance for home consumption 
(ii) destroyed in the warehouse before clearance for home consumption 
(iii) destroyed on the wharf, before clearance for home consumption 
(iv) destroyed after clearance from warehouse 
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Answer: 
(i) 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. It should be proved to the satisfaction of Assistant 
Commissioner or Deputy Commissioner of Customs that the imported goods have actually suffered 
damages. The claim for abatement is not tenable unless the importer factually proves the damage.  
 

(ii) 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. 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 is generally on account of natural causes 
such as fire, flood etc., and no human element is present as in section 13. 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 Assistant Commissioner or Deputy Commissioner. 
 

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

(iv) 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. 

 
5. Peerless Scraps, imported during August 20XX, by sea, a consignment of metal scrap weighing 6,000 

M.T. (metric tonnes) from U.S.A. They filed a bill of entry for home consumption. The Assistant 
Commissioner passed an order for clearance of goods  and applicable duty was paid by them. 
Peerless Scraps thereafter found, on taking delivery from the Port Trust Authorities (i.e., before the 
clearance for home consumption), that only 5,500 M.T. of scrap were available at the docks although 
they had paid duty for the entire 6,000 M.T., since there was no short-landing of  cargo. The short-
delivery of 500 M.T. was also substantiated by the Port-Trust Authorities, who gave a “weighment 
certificate” to Peerless Scraps. 
 
On filing a representation to the Customs Department, Peerless Scraps has been directed in writing 
to justify as to which provision of the Customs Act, 1962 governs their claim for remission of duty on 
the 500 M.T. not delivered by the Port-Trust. 
 
You are approached by Peerless Scraps as “Counsel” for an opinion/advice. Examine the issues and 
tender your opinion as per law, giving reasons. 

 
Answer: 
As per provisions of section 23, where it is shown to the satisfaction of Assistant or Deputy Commissioner 
that any imported goods have been lost or destroyed, otherwise than as a result of pilferage at any time 
before clearance for home consumption, the Assistant or Deputy Commissioner shall remit the duty on such 
goods. Therefore, duty shall be remitted only if loss has occurred before clearance for home consumption. 
In the given case, it is apparent from the facts that quantity of scrap received in India was 6000 metric 
tonnes and 500 metric tonnes thereof was lost when it was in custody of Port Authorities i.e. before 
clearance for home consumption was made. Also, the loss of 500 MT of scrap cannot be construed to be 
pilferage, as loss of such huge quantity cannot be treated as “Petty Theft”. 
Hence, Peerless Scraps may take shelter under section 23 justifying his claim for remission of duty. 
 

6. X Pvt. Ltd. imported goods in the month of April, 2019 and submitted ‘Bill of Entry’ on 9th April 2019 
for home clearances. After verification bill of entry has been returned by the department on 10th April 

2019 for payment of customs duty of ` 1,03,000. However, duty has been paid on 30th April, 2019. 
There are five holidays from 11

th
 April 2019 to 30th April 2019. Find the interest under Sec. 47(2) of the 

Customs Act, 1962. 
 

Answer: 

Interest is ` 677 
No. of days from10th April, 2019 to 30th April, 2019 = 21 
days No. of days delay = 21-5 =16 days 
 

Interest = 1,03,000 x 15/100 x 16/365 = ` 677 
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7. A bill of entry was presented on 4th August, 2019. The vessel carrying goods arrived on 11th August, 
2019. Entry inwards was granted on 13th August, 2019, and the bill of entry was assessed on that date 

and was also returned to the importer for payment of duty on that date. The duty amounting to ` 
5,00,000 was paid by the importer on 22nd August, 2019. 

 
Calculate the amount of interest payable under section 47(2) of the Customs Act, 1962, given that 
there were four holidays during the period from 14th August to 22nd August, 2019. 
 
Answer: 

Interest Rate = 15% p.a.   

No. of days delay = from 13th Aug 2019 to 22nd Aug 2019 = 10 days 

No. of days delay = 10 days 

Less: No. of holidays = – 4 days 

Net No. of days delay for interest = 6 days 

Interest = ` 1,233 

` 5,00,000 x 15/100 x 6/365 = 1,232.88   
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Class Notes 
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Customs (Import of Goods at Concessional Rate of Duty) Rules, 2017 

[Effective from 01.07.2017]  
                                    
Application [Rule 2]:  
These rules shall apply to an importer, who intends to avail the benefit of an exemption notification 
issued under section 25(1) of the Customs Act, 1962 and where the benefit of such exemption is 
dependent upon the use of imported goods covered by that notification for the manufacture of 
any commodity or provision of output service.   
 
These rules shall apply only in respect of such exemption notifications which provide for the 
observance of these rules.  
 
Information about intent to avail benefit of exemption notification [Rule 4]: 

An importer who intends to avail the benefit of an exemption notification shall provide the information 

to the Deputy Commissioner of Customs or, as the case may be, Assistant Commissioner of Customs 

having jurisdiction over the premises where the imported goods shall be put to use for manufacture of 

goods or for rendering output service (jurisdictional Deputy / Assistant Commissioner), the 

particulars, namely: - 

(i) the name and address of the manufacturer;  

(ii) the goods produced at his manufacturing facility;  

(iii) the nature and description of imported goods used in the manufacture of goods or providing an 

output service.  

 
Procedure to be followed [Rule 5]  
(i) The importer who intends to avail the benefit of an exemption notification shall provide 

information- 
a) in duplicate, to the Deputy/ Assistant Commissioner of Customs having jurisdiction over the 

premises where the imported goods shall be put to use for manufacture of goods or for 
rendering output service, the estimated quantity and value of the goods to be imported, 
particulars of the exemption notification applicable on such import and the port of import in 
respect of a particular consignment for a period not exceeding 1 year; and  
 

b) in one set, to the Deputy/ Assistant Commissioner of Customs at the Custom Station of 
importation.  
 

 

(ii) The importer who intends to avail the benefit of an exemption notification shall submit a 
continuity bond with such surety or security as deemed appropriate by the Jurisdictional 
Deputy/ Assistant Commissioner, with an undertaking to pay the amount equal to the difference 
between the duty leviable on inputs but for the exemption and that already paid, if any, at the time 
of importation, along with interest, at the rate fixed by notification issued under section 28AA of the 
Customs Act, 1956, for the period starting from the date of importation of the goods on which the 
exemption was availed and ending with the date of actual payment of the entire amount of the 
difference of duty that he is liable to pay.  
 

(iii) The Jurisdictional Deputy/ Assistant Commissioner shall forward one copy of information received 
from the importer to the Deputy/ Assistant Commissioner of Customs at the Custom Station of 
importation.  
 

(iv) On receipt of the copy of the information, the Deputy/ Assistant Commissioner of Customs at the 
Custom Station of importation shall allow the benefit of the exemption notification to the 
importer who intends to avail the benefit of exemption notification.  
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Importer who intends to avail the benefit of an exemption notification to give information 
regarding receipt of imported goods and maintain records [Rule 6]  
 

i. The importer who intends to avail the benefit of an exemption notification shall provide the 
information of the receipt of the imported goods in his premises where goods shall be put to use for 
manufacture, within 2 days (excluding holidays, if any) of such receipt to the jurisdictional 
Customs Officer.  
 

ii. The importer who has availed the benefit of an exemption notification shall maintain an account 
in such manner so as to clearly indicate the quantity and value of goods imported, the 
quantity of imported goods consumed in accordance with provisions of the exemption notification, 
the quantity of goods re-exported, if any, under rule 7 and the quantity remaining in stock, bill of 
entry wise and shall produce the said account as and when required by the jurisdictional 
Deputy/ Assistant Commissioner.  
 

iii. The importer who has availed the benefit of an exemption notification shall submit a quarterly 
return, in the prescribed form, to the jurisdictional Deputy/ Assistant Commissioner, by the 
tenth day of the following quarter.  

 
Re-export or clearance of unutilised or defective goods [Rule 7]  
 
i. The importer who has availed benefit of an exemption notification, prescribing observance of these 

rules may re-export the unutilised or defective imported goods, within 6 months from the date of 

import, with the permission of the jurisdictional Deputy/ Assistant Commissioner. 
  
 However, the value of such goods for re-export shall not be less than the value of the said 

goods at the time of import.  
 

ii. The importer who has availed benefit of an exemption notification, prescribing observance of these 
rules may also clear the unutilised or defective imported goods, with the permission of the 
jurisdictional Deputy/ Assistant Commissioner, within a period of 6 months from the date of 
import on payment of import duty equal to the difference between the duty leviable on such 
goods but for the exemption availed and that already paid, if any, at the time of importation, along 
with interest, at the rate fixed by notification issued under section 28AA of the Customs Act, for 
the period starting from the date of importation of the goods on which the exemption was 
availed and ending with the date of actual payment of the entire amount of the difference of 
duty that he is liable to pay.  

 
Recovery of duty in certain case [Rule 8]:  
 
� The importer who has availed the benefit of an exemption notification shall use the goods imported 

in accordance with the conditions mentioned in the concerned exemption notification or take action 
by re-export or clearance of unutilised or defective goods under rule 7 and  
 

� in the event of any failure, the Jurisdictional Deputy/ Assistant Commissioner shall take action by 
invoking the Bond to initiate the recovery proceedings of the amount  
 

� equal to the difference between the duty leviable on such goods but for the exemption and 
that already paid, if any, at the time of importation, along with interest, at the rate fixed by 
notification issued under section 28AA of the Customs Act,  
 

� for the period starting from the date of importation of the goods on which the exemption 
was availed and ending with the date of actual payment of the entire amount of the 
difference of duty that he is liable to pay.  
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EXPORT PROCEDURE 
 

IMPORTANT DEFINITIONS  
 

a) Export [Section 2(18)] with its grammatical variations and cognate (related) expressions, means taking out 
of India to a place outside India.   
 

b) Export goods [Section 2(19)] means any goods, which are to be taken out of India to a place outside India 
 

c) Exporter [Section 2(20)] in relation to any goods at any time between their entry for export and the time 
when they are exported, includes any owner, beneficial owner or any person holding himself out to be the 
exporter.  

 

LOADING OF EXPORT GOODS [SECTION 40]  
The first and foremost duty cast on the master of the vessel under Section 40 is that export goods are not to be 
loaded unless duly passed by Proper Officer.  
 
The person-in-charge of a conveyance shall not permit the loading at a customs station   
 

a) of export goods, other than baggage and mail bags, unless a shipping bill or bill of export or a bill of 
transshipment, as the case may be, duly passed  by the proper officer, has been handed over to him by 
the exporter;  
 

b) of baggage and mail bags, unless their export has been duly permitted by the proper officer.  
 

ENTRY OUTWARDS [SECTION 39]  
One of the important requirements in this regard is that the vessel in question should be scheduled to go to the 
port of consignment.  It is therefore, necessary that the vessel or conveyance in question should be cleared to go 
to on a foreign voyage and the port of destination should be in the vessel’s itinerary.  This permission to be 
granted by the Customs authorities is known as “Entry Outwards”.  
 
Section 39 stipulates that export goods are not to be loaded on vessel until entry outwards is granted. The 
master of the vessel shall not permit the loading of any export goods, other than baggage and mail bags, until 
an order has been given by the proper officer granting entry-outwards to such vessel. This restriction is for 
vessels and not for aircraft and vehicles.  
 
Therefore, for loading of goods for export, the following requirements are to be fulfilled:  

i. Entry outwards to be granted under section 39.  

ii. Shipping bill under section 50   

iii. ‘Let-export’ order under section 51  

iv. Boat note under section 35 in case the vessel is anchored away from the wharf and the goods are carried 

in a boat to the vessel.  

 

EXPORT GOODS NOT TO BE LOADED UNLESS DULY PASSED BY PROPER OFFICER 
[SECTION 40]  
 
This section applies to all types of conveyances.  The goods can be taken on board only if they are 
accompanied by the following documents:  
 
A. In case of export goods other than baggage and mail bags – the goods shall be accompanied by   

� Shipping Bill (at seaports/airports)  

� Bill of Export (at Land Customs Station)  

� Bill of Transshipment (for transshipment goods)  

          all duly passed by the proper officer.  

 
B. In case of baggage and mail bags – they should be permitted by Customs for export.  
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SECTION 41 - Delivery of Departure Manifest or Export Manifest or Export Report  

1.  “The person-in-charge of a conveyance carrying export goods or imported goods or any other 
person as may be specified by the Central Government, by notification, shall, before departure of the 
conveyance from a customs station, deliver to the proper officer in the case of a vessel or aircraft, a 
departure manifest or an export manifest by presenting electronically, and in the case of a vehicle, an 
export report, in such form and manner as may be prescribed.  
 

In case, such person-in-charge or other person fails to deliver the departure manifest or export 
manifest or the export report or any part thereof within such time, and the proper officer is satisfied 
that there is no sufficient cause for such delay, such person-incharge or other person shall be liable 
to pay penalty not exceeding fifty thousand rupees”. 
 

The person-in-charge of a conveyance carrying export goods or imported goods shall, before departure of 
the conveyance from a customs station, deliver to the proper officer in the case of a vessel or aircraft, an 
departure manifest or export manifest or export report by presenting electronically, and in the case of a 
vehicle, an export report, in such form and manner as may be prescribed and in case, the person-in-charge 
fails to deliver the departure manifest or export manifest or the export report or any part thereof  within such 
time, and the proper officer is satisfied that there is no sufficient cause for such delay, such person-in-charge 
shall be liable to pay penalty not exceeding fifty thousand rupees 
 

However, the Principal Commissioner of Customs or Commissioner of Customs may, in cases where it 
is not feasible to deliver the departure manifest or export manifest or export report by presenting 
electronically, allow the same to be delivered in any other manner. 
 

2. The person delivering the departure manifest or export manifest or export report shall at the foot thereof 
make and subscribe to a declaration as to the truth of its contents. 
 

3. Amendment to EGM If the proper officer is satisfied that the departure manifest or export manifest or 
export report is in any way incorrect or incomplete and that there was no fraudulent intention, he may 
permit such manifest or report to be amended or supplemented.  

 

This is the most important responsibility cast on the person-in-charge of the conveyance. He (including the 
Master of the vessel) has to give to the Customs Authorities a complete list of the cargo exported from India 
and taken by the conveyance under his charge.  
 
Goods involved in an import may be carried in the conveyance (vessel or other) without being 
collected from the given port in India. The EGM/ER must also contain details of goods meant for 
import and carried by the conveyance. Similar provision for including ‘export goods’ is required by 
Section 30 regarding manifest to be filed for import of goods.  

 
Preparation of EGM/ER:  
 
The procedure for preparation of EGM/ER is as follows:  
 

(i) In the case of shipment by sea, the ship’s officer gives a receipt after he has received the consignment on 
board the ship. This receipt is called mate receipt. It is surrendered to the steamer agent or the agent who 
issues the bill of lading.  
 

(ii) In the case of shipment by air, after the cargo is delivered to the airways for loading, the airways issues an air 
consignment note.  
 

(iii) In the case of train and lorry a railway receipt or a lorry receipt as the case may be is issued as soon as the 
consignment is received by the carrier.  

 

The export general manifest or report is the consolidated report of all such Bills of Lading/air consignment 
notes/railway receipts/lorry receipts issued.  
 
Form and Content of Export General Manifest or Export Report:   
 

The Form of the export general manifest/export report is prescribed under the following:  

A. The Departure manifest or export manifest (Vessel) Regulations, 1976  

B. The Departure manifest or export manifest (Aircraft) Regulations, 1976  

C. The Departure manifest or export manifest (Form) Regulations, 1975  
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In all the three regulations the common features are as follows:  
 

1. The manifest/report shall be delivered in duplicate.  
 

2. It shall consist of  
a) Cargo report  
b) Vessel’s store list,   
c) Private property list of master, officers and crew 
d) In case the vessel/aircraft/conveyance carries passengers, a passenger manifest.  

 
3. The cargo list shall give the following details in separate sheets.  

a) Cargo shipped   
b) Cargo transshipped,   
c) Cargo lying in the vessel/aircraft, but not landed or transshipped (same bottom cargo)  
d) Cargo in respect of which drawback is claimed.  
e) In case of the vessel, the dutiable goods, including arms and ammunition forming part of the ordinary 

equipment of a vessel.  
 

4. Specific declaration should be made in respect of the following cargo, irrespective of whether it 
comprises same bottom cargo, shipment or transshipment  
a. arms  
b. ammunition  
c. explosives  
d. narcotics  
e. dangerous drugs or  
f. gold  

If the vessel/aircraft does not carry any such cargo, a NIL report should be furnished.  
 

PASSENGER AND CREW DEPARTURE MANIFEST AND PASSENGER NAME RECORD 
INFORMATION [SECTION 41A]  
 
The person-in-charge of a conveyance that departs from India to a place outside India or any other person 

as may be specified by the Central Government, shall deliver to the proper officer- 

a. the passenger and crew departure manifest; and   

b. the passenger name record information of departing passengers, in such form, containing such 

particulars, in such manner and within such time, as may be prescribed.  

Where the passenger and crew departure manifest or the passenger name record information or any part thereof 

is not delivered to the proper officer within the prescribed time and if the proper officer is satisfied that there 

was no sufficient cause for such delay, the person-in-charge or the other specified person shall be liable to such 

penalty, not exceeding `̀̀̀ 50,000, as may be prescribed. 

 

NO CONVEYANCE TO LEAVE WITHOUT WRITTEN ORDER [SECTION 42]  
 
The person-in-charge of the conveyance which has brought any imported goods or has loaded any export goods 
at a customs station shall not cause or permit the conveyance to depart from that customs station until a written 
order to that effect has been given by the proper officer.  
 
No such order shall be given until  

a) The person-in-charge of a conveyance has answered the questions put to him under Section 38;  

b) The provisions of section 41 have been complied with;  

c) The shipping bills or bills of export, the bills of transshipment, if any and such other documents, as the 

proper officer may require, have been delivered to him;  

d) All duties leviable on any stores consumed in such conveyance and all charges and penalties due in 

respect of such conveyance or from the person-in-charge thereof have been paid or the payment secured 

by such guarantee or deposit of such amount as the proper officer may direct;  
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e) The person-in-charge of the conveyance has satisfied the proper officer that no penalty is leviable on him 

under section 116 or the payment of any penalty that may be levied upon him under that section has been 

secured by such guarantee or deposit of such amount as the proper officer may direct;  

f) In any case where any export goods have been loaded without payment of export duty or in contravention 

of any provision of this Act or any other law for the time being in force in relation to export of goods-  

i. Such goods have been unloaded, or  

ii. Where the Assistant Commissioner is satisfied that it is not practicable to unload such goods, the 

person-in-charge of the conveyance has given an undertaking, secured by such guarantee or deposit 

of such amount as the proper officer may direct, for bringing back the goods to India.  

 

ENTRY OF GOODS FOR EXPORTATION [SECTION 50]  
 

The exporter is, under Section 50 of the Customs Act, required to present electronically on the customs 
automated system to a proper officer of customs a shipping bill in case of export by a vessel or by air and a bill 
of export, in case of export by a vehicle.  With this extent of automation, Customs expects that filing of 
shipping bill and payment of duty is on the automated system of customs department or CAS.  
 
However, the Principal Commissioner/Commissioner of Customs may, in cases where it is not feasible to make 
entry by presenting electronically, allow an entry to be presented in any other manner.  Hence, manual 
submission of shipping bill/bill of export is allowable in cases where electronic submission is not 
feasible.  
 
The form of the shipping bill is regulated by the Shipping Bill (Forms and Regulations) Act, 1991.  
 
The forms are as follows:  

Dutiable goods    : Yellow   

Duty-free goods    : While  

With drawback claim   : Green  

Duty free ex-bond   : Pink  

Export under DEPB Scheme  : Blue  

Shipping bill also referred as bill of export, must carry information that is accurate and complete along with 
supporting documents and compliance with restrictions/ prohibition (imposed under Foreign Trade (Development 
and Regulation) Act, 1992, which it the law that allows-restricts-bans import/export of specified goods as per 
policy of Government from time to time).  
 
Normally a shipping bill is permitted to be filed only after an entry outward has been granted for the particular 
vessel or aircraft by which the goods are to be exported.  However, under special circumstances the Principal 
Commissioner/ Commissioner of Customs may permit advance shipping bill to be filed.  
 
The exporter of any goods, while presenting a shipping bill or bill of export, shall make and subscribe to a 
declaration as to the truth of its contents.  
 
Added by Finance Act 2018 - The exporter who presents a shipping bill or bill of export under this section 

shall ensure the following, namely :—  

a) the accuracy and completeness of the information given therein;  

b) the authenticity and validity of any document supporting it; and  

c) compliance with the restriction or prohibition, if any, relating to the goods under this Act or under any other 

law for the time being in force.  
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CLEARANCE OF GOODS FOR EXPORTATION [SECTION 51]  
 

After the shipping bill is filed, they are presented for the customs appraisal.  Here also there are two parts 
namely, scrutinising assessment and physical check of assessment.  Since the export regulations are not 
strict and rigid, these procedures are very simple.   
 
After the customs officer is satisfied that the goods are not prohibited, and the exporter has paid the duty and 
other charges payable in respect of same, he makes the order for shipment on the duplicate copy of the shipping 
bill.  This is known as “Let Export” orders.   
 
However, Central Government may permit certain class of exporters to make deferred payment of said duty or 
any charges in such manner as may be provided by rules.  
 
Further, in case of deferred payment of duty, where the exporter fails to pay the export duty, either in full or in 
part, by such due date as may be specified by rules, he will have to pay interest on said duty not paid or 
short-paid till the date of its payment.  
 
The Central Government will notify the rate of interest within a range of 5% p.a. to 36% p.a.  
 

NOTICE OF SHORT-EXPORT OF GOODS  
According to the Notice of Short Export Rules, 1963, if any goods mentioned in a shipping bill or bill of export and 
cleared for exportation are not exported, the exporter shall, within seven days, from the date of departure of the 
conveyance by which such goods were exported, furnish the prescribed information to the proper officer in 
respect of such goods.   
 

FLOW PATTERN FOR EXPORT – 5 MARKS 
Let us now consider the various steps and controls exercised   by the Customs department on the export 
goods.  
 
(i) The exporter files an application for export of goods known as Shipping Bill.  

 
(ii) After the appraising department, assesses the export duty on the shipping bill, export cess etc. are 

collected.  
 

(iii) Thereafter the Shipping Bill along with the export cargo is presented to the Customs officers in charge of 
supervision of the loading of the Cargo.  (These officers are generally called Preventive Officers in the major 
Custom Houses.)   
 
The Preventive Officer after satisfying himself that all the customs checks including Export Trade Control 
license and export duty payment have been completed, will endorse the shipping bill with a “Let Ship” 
order.  
 

(iv) On receipt of the cargo on board the ship, the master/mate/agent of the ship issues a receipt of the 
quantity and particulars of the cargo loaded on the ship.  
 

(v) If the ship is not berthed alongside the quay and the goods have to be taken to the ship by boats/lighters the 
boat note procedure would be followed.  
 

(vi) When the Shipping Bill is presented to the master/agent/mate of the vessel, the export cargo will be 
permitted to be loaded.  
 

(vii) The Customs Officer endorses on the Shipping Bill the quantity of the goods-loaded into the ship under 
the Shipping Bill.    
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FEW GOODS -  EXPORT DUTY RATE 

Goods Duty Rate 

De-oiled rice brand oil cakes 10% 

Luggage Leather 25% 

Leather 15% 

Snake Skins & raw fur lamb skins 10% 

Ferrous waste & scrap 15% 
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Warehousing in Customs 
 

If the imported goods are not required immediately, importer may like to store the goods in a warehouse 
without payment of duty under a bond and then clear from warehouse when required on payment of duty. This 
will enable him to defer payment of customs duty till goods are actually required by him. 
 
When goods are warehoused, no customs duty is payable on such goods at such point of time. Sections 57 to 
73A deal with warehousing provisions. This facility is available to traders as well as to direct importers. 
 

Section 57 :  Licensing of public warehouses 
 
Section 58 :  Licensing of private warehouses 
 
Section 58A: Licensing of special warehouses 
 
Section 58B:  Cancellation of license 
 
Section 59 : Warehousing bond 
 
Section 60 : Permission for removal of goods for deposit in warehouse 
 
Section 61 : Period for which goods may remain warehoused 
 
Section 64 : Owner’s right to deal with warehoused goods 
 
Section 65 : Manufacture and other operations in relation to goods in a warehouse 
 
Section 66   :  Power to exempt imported materials used in the manufacture of goods in warehouse 
 
Section 67 : Removal of goods from one warehouse to another 
  
Section 68 : Clearance of warehoused goods for home consumption 
 
Section 69 : Clearance of warehoused goods for export 
 
Section 70 : Allowance in case of volatile goods 
 
Section 71 : Goods not to be taken out of warehouse except as provided by this Act 
 
Section 72 : Goods improperly removed from warehouse, etc. 
 
Section 73 : Cancellation and return of warehousing bond 
 
Section 73A: Custody and removal of warehoused goods 

 
 
Section 46(1) stipulates that the importer of any goods, other than goods intended for transit or transhipment, 
shall make entry thereof by presenting to the proper officer a bill of entry for home consumption or a bill of entry 
for warehousing in the prescribed form.  
 
Date relevant for determination of Rate of Exchange  - Third Proviso to Section 14(1) 

 

(1) For imported goods, the conversion in value shall be done with reference to the rate of exchange 

prevalent on the date of filing bill of entry. 
 

(2) For export goods, the conversion in value shall be done with reference to the rate of exchange prevalent 

on the date of filing shipping bill or bill of export. 
 

Rate of exchange means the rate of exchange determined by the Board (CBIC). There are separate rates 

for imported goods (selling rate) and export goods (buying rate). 
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Section 15(1) stipulates that the rate of duty and tariff valuation, if any, applicable to the imported goods 
shall be the rate and valuation in force-  
 

(a) in the case of goods entered for home consumption under section 46, on the date on which a bill 
of entry in respect of such goods is presented under that section. 
 

(b) in the case of goods cleared from a warehouse under section 68, on the date on which a bill of 
entry in respect of such goods is presented for their removal from the warehouse.  

 
Note: Re-assessment is not allowed after the imported goods originally assessed and warehoused. 
 
 
 

Use of Warehousing Facility 
 

a) Importer has to plan his purchases well in advance. He also has to maintain some stocks to ensure that 
there is no loss of production if a shipment of imported raw materials is delayed. Thus, when the goods 
arrive in the port, the importer may not immediately require the goods as he may be having stock.  
 

b) Importer would like to store the imported goods without payment of customs duty as far as possible and 
pay duty only when goods are required for his immediate use, so that his funds are not blocked.  
 

c) The importer may be intending to clear the goods without payment of duty under Advance Licence or 
DEPB scheme. However, the Licence/DEPB may not be in hands when imported goods have arrived at 
the docks.  
 

d) The importer may not be having adequate ready funds to pay customs duty.  
 

e) Importer can avail facility of manufacture in bonded warehouse and then re-export the final product 
 

Features of Warehousing  – 5 Marks 

 
���� Importer can defer payment of import duties 

���� Importer can store the goods in a safe place 

���� Importer allowed to do manufacture in bonded warehouse and then re-export from it 

���� The importer can be allowed to keep the goods up to 1 year without payment of duty from the date he 

deposited the goods into warehouse 

���� The importer minimises the charges by keeping in a warehouse, otherwise the demurrage charges at 

port is heavy. 

���� The Commissioner or Principal Commissioner of Customs are competent to appoint  a warehouse as 

public bonded warehouse 

���� The Commissioner or Principal Commissioner of Customs may license private warehouse. As per 

section 58(2)(b) of the Customs Act, 1962, Commissioner or Principal Commissioner of Customs is not 

required to give a notice to the licensee while cancelling the license of a private warehouse if he has 

contravened any provision of the said Act. Otherwise, the license to private warehouse can be cancelled 

by giving ONE month notice. 

���� Only dutiable goods can be deposited in the warehouse 

���� Green Bill of Entry has to be submitted by the importer to clear goods from warehouse for home 

consumption. 

���� Rate of duty is applicable as on the date of presentation of Bill of Entry (i.e. sub-bill of entry or ex-bond bill 

of entry) for home consumption. 

���� Reassessment is not allowed after the imported goods originally assessed and warehoused. 
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���� The exchange rate is the rate at which the Bill of Entry (i.e. ‘into bond’) is presented for warehousing.  

That is the date on which the Bill of Entry is submitted for warehousing not the Ex- Bill of Entry which is 

required to be submitted at the time of clearing the goods from warehouse. 

���� If the goods which are not removed from warehouse within the permissible period, would be 

deemed to have been improperly removed on the day it should have been removed. Hence, duty 

applicable on such date (i.e. last date on which the goods should have been removed) is applicable, and 

not the actual date on which goods are removed.  

 

Warehouse 
‘Warehouse’ means a “Public Warehouse” licensed under Section 57 or a “Private Warehouse” licensed 
under Section 58 or a Special Warehouse Licensed under Section 58A.                                    [Section 2(43)] 
 
 
Warehoused Goods 
Warehoused goods means goods deposited in a warehouse [Section 2(44)]. 
 
 
TYPES OF WAREHOUSES 
There are 3 types of Warehouses under the Customs Act, 1962, namely –  

(a) Public Warehouses 

(b) Private Warehouses  

(c) Special Warehouses. 

 
Licensing of Public Warehouses [Section 57]:  
 
The Principal Commissioner or Commissioner of Customs may, subject to such conditions as may be 
prescribed, licence a public warehouse wherein dutiable goods may be deposited. 
 
Note: It is a warehouse run by any statutory body like Port Trust, Air Port authority of India. Non dutiable 
goods cannot be stored in a public warehouse. 
 
Licensing of private warehouses [Section 58]:  
 
The Principal Commissioner or Commissioner of Customs may, subject to such conditions as may be 
prescribed, licence a private warehouse wherein dutiable goods imported by or on behalf of the licensee 
may be deposited 
 
 
Licensing of special warehouses [Section 58A]: 

 
1. The Principal Commissioner or Commissioner of Customs may, subject to such conditions as may be 

prescribed, licence a special 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. 

 
2. The Board 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). 
 
Note: 

A customs bonded warehouse can be established at any place, if approved by the licensing officer.  

Warehouses - Private and Public Warehouses - are not under physical control (under lock of customs), but are 

under record based controls, except for Special Warehouses which would remain under customs lock. In a 

Private Warehouse, dutiable goods imported only by licensee are deposited.  
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CBIC, vide Notification No. 66/2016 Cus (NT) dated 14.05.2016 has notified the following class of goods 

which shall be deposited in a special warehouse:  

(i) Gold, silver, other precious metals and semi-precious metals and articles thereof;  

(ii) Goods warehoused for the purpose of: 

a) supply to DFS (Duty Free Shops) in a customs area; 

b) supply as stores to vessels/aircrafts under Chapter XI of the Customs Act, 1962; 

c) supply to foreign privileged persons in terms of the Foreign Privileged Persons (Regulation of 

Customs Privileges) Rules, 1957.  

 
Note:  

1. Privileged person means a person entitled to import/purchase locally from bond goods free of duty for 
his personal use/for the use of any member of his family/for official use in his Mission, Consular Post or 
Office or in Deputy High Commission/Assistant High Commission.  
 

2. A Duty-Free Shop (DFS) in the airport need not be a licensed as warehouse under Section 58A. 
a) DFS located in customs area should not be treated as a warehouse.  
b) In fact, it is a point of sale for the goods which are to be ex-bonded and removed from a 

warehouse for being brought to a DFS in the customs area for sale to eligible persons, namely 
international passengers arriving or departing from India. 

 
 

Cancellation of License [Section 58B]:  
 

(1) Where a licensee contravenes any of the provisions of this Act or the rules or regulations made thereunder 

or breaches any of the conditions of the license, the Principal Commissioner or Commissioner of 

Customs may cancel the license granted under section 57 or section 58 or section 58A.  

 

Provided that before any license is cancelled, the licensee shall be given a reasonable opportunity of 

being heard.  

 

(2) The Principal Commissioner or Commissioner of Customs may, without prejudice to any other action that 

may be taken against the licensee and the goods under this Act or any other law for the time being in 

force, suspend operation of the warehouse during the pendency of an enquiry under sub-section (1). 

 

(3) Where the operation of a warehouse is suspended under sub-section (2), no goods shall be deposited 

in such warehouse during the period of suspension: 

 

Provided that the provisions of this Chapter shall continue to apply to the goods already deposited in the 

warehouse.  

 

(4) Where the license issued under section 57 or section 58 or section 58A is cancelled, the goods 

warehoused shall, within 7 days from the date on which order of such cancellation is served on the 

licensee or within such extended period as the proper officer may allow, be removed from such 

warehouse to another warehouse or be cleared for home consumption or export:   

 

Provided that the provisions of this Chapter shall continue to apply to the goods already deposited in the 

warehouse till they are removed to another warehouse or cleared for home consumption or for export, 

during such period”. 

 

Control over Warehoused Goods has been omitted:  

Now there will be a record based control on such warehouses except for warehouses setup under section 58A 

and hence there is no need of payment of MOT (Merchant OverTime Fee) charges by EOU except for class 

of goods which is notified under section 58A.   
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Section 59 - Warehousing Bond 
 

1. The importer of any goods in respect of which a bill of entry for warehousing has been presented 

under section 46 and assessed to duty under section 17 or section 18 shall execute a bond in a 

sum equal to thrice the amount of the duty assessed on such goods, binding himself- 

(a) to comply with all the provisions of the Act and the rules and regulations made thereunder in respect 

of such goods; 

(b) to pay, on or before the date specified in the notice of demand, all duties and interest payable 

under subsection (2) of section 61; and 

(c) to pay all penalties and fines incurred for the contravention of the provisions of this Act or the rules 

or regulations, in respect of such goods. 

 
2. For the purposes of sub-section (1), the Assistant Commissioner of Customs or Deputy 

Commissioner of Customs may permit an importer to execute a general bond in such amount as the 
Assistant Commissioner of Customs or Deputy Commissioner of Customs may approve in respect of the 
warehousing of goods to be imported by him within a specified period. 

 

3. The importer shall, in addition to the execution of a bond, furnish such security as may be prescribed.  

 
4. Any bond executed under this section by an importer in respect of any goods shall continue to be in 

force notwithstanding the transfer of the goods to another warehouse 

 
5. Where the whole of the goods or any part thereof are transferred to another person, the transferee shall 

execute a bond and furnish security as specified above. 

 
[Now Rent & Warehouse Charges claimable will not be pre-requisite for non-compliance of any of 

the provisions, since it is the issue of custodian i.e owner of the warehouse] 

 
Bonded warehouse  
Since goods are kept in warehouse under a ‘bond’, the warehouse is termed as ‘bonded warehouse’. It does 
not necessarily mean that the warehouse is physically bonded. For example, in case of manufacture in 
warehouse, the manufacture is in ‘bonded warehouse’ but there is no physical supervision of customs 
officer.  

 
Procedure for warehousing imported goods  
Imported goods are cleared from seaport/airport on submission of Bill of Entry for warehousing. This Bill of 
Entry is printed on yellow paper and often called ‘Yellow Bill of Entry’. Bond is executed for transfer of 
goods from port to warehouse. 
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Section 60 - PERMISSION FOR REMOVAL OF GOODS FOR DEPOSIT IN WAREHOUSE 

 
1. When the provisions of Section 59 have been complied with in respect of any goods, the proper officer may 

make an order permitting removal of the goods from a customs station for the purpose of deposit in a 

warehouse. 

 

Added by Finance Act 2018 - Provided that such order may also be made electronically through the 

customs automated system on the basis of risk evaluation through appropriate selection criteria. 

 

(SATC Note: The provision for clearance of goods by Customs Automated System has been made in 

addition to existing clearance by the proper officer) 

 

2. Where an order is made under sub-section (1), the goods shall be deposited in a warehouse in such 

manner as may be prescribed. 

 

PROCEDURE 

A. When the provisions of section 59 have been complied with in respect of any goods, the proper officer 

may make an order permitting the deposit of the goods in a warehouse.    

 

B. After such order is made, the transit of the goods from the customs station to the warehouse 

will be made in the following prescribed manner: 

 

���� When the goods are removed from the customs station of import for warehousing, the proper 

officer affixes a one-time lock (OTL) on the container or means of transport (closed trucks).  

 

���� The serial number of OTL alongwith date & time of its affixation needs to be endorsed 

upon Into-Bond Bill of Entry and transport document. 

 

���� All customs stations are required to maintain records incorporating the number of the OTL, bill 

of entry, truck number, container number (if applicable), date & time of affixing the OTL and the 

name, designation & telephone number of the officer affixing the OTL.  

 

C. However, the Principal Commissioner of Customs /Commissioner of Customs may permit 

movement of goods without affixation of such OTLs, where the nature of goods or their manner of 

transport so warrant (e.g. Liquid Bulk Cargo transported through Pipe Lines & Over Dimensional 

Cargo). 
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Section 61: PERIOD FOR WHICH GOODS MAY REMAIN IN A WAREHOUSE 

 
1. Any warehoused goods may remain in the warehouse in which they are deposited or in any 

warehouse to which they may be removed: 
 

a) in the case of capital goods intended for use in any 100% export oriented undertaking or 
electronic hardware technology park unit or software technology park unit or any warehouse 
wherein manufacture or other operations have been permitted under section 65, till their 
clearance from the warehouse;  

 
b) in the case of goods other than capital goods intended for use in any 100% export oriented 

undertaking or electronic hardware technology park unit or software technology park unit or any 
warehouse wherein manufacture or other operations have been permitted under section 65, till their 
consumption or clearance from the warehouse; and  

 
c) in the case of any other goods, till the expiry of 1 year from the date on which the proper officer 

has made an order under sub-section (1) of section 60. 
 

Provided that in the case of any goods referred to in this clause, the Principal Commissioner or 
Commissioner of Customs may, on sufficient cause being shown, extend the period for which the goods 
may remain in the warehouse, by not more than 1 year at a time. 
 
Provided further that where such goods are likely to deteriorate, the period referred to in the first proviso 
may be reduced by the Principal Commissioner or Commissioner of Customs to such shorter period 
as he may deem fit. 

 
Time period for which different class of goods may be warehoused is tabulated as under: 
 

S. 
No 

Class of goods Time for which the goods may remain 
warehoused 

1 Goods for use in any 100% EOU/ 
EHTP/ STP/ warehouse where 
manufacture or other operations 
are permitted under section 65 
 

 

 (i)  Capital goods 
 

Till the clearance of such goods from warehouse 

 (ii)  Other goods 
 

Till the consumption or clearance of such goods   

2 Goods other than above Till the expiry of 1 year from the date of order 
under section 60(1) (permitting removal of goods 
from a customs station for deposit in warehouse) 

 
2. Where any warehoused goods specified in clause (c) of sub- section (1) remain in a warehouse 

beyond a period of 90 days from the date on which the proper officer has made an order under sub-
section (1) of section 60, interest shall be payable at such rate as may be fixed by the Central Government 
under section 47, 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 
 
Provided that if the Board 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 interest payable under this section in respect of any warehoused 
goods;  

 

b. by notification in the Official Gazette, specify the class of goods in respect of which no interest 
shall be charged under this section;  

 

 
c. by notification in the Official Gazette, specify the class of goods in respect of which the interest 

shall be chargeable from the date on which the proper officer has made an order under sub-section 
(1) of section 60. 
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Presently, the interest rate is 15% to be paid on the value of total duty payable. While calculating the 

interest for number of days delay, we should take into account by including the date of payment of duty. 

[No Interest is payable in case of 100% EOU/ EHTP/ STP/ warehouse 

where manufacture or other operations are permitted under section 65] 

Interest for warehousing beyond 90 days 
Even if goods are permitted to be stored for one year (plus extension if permitted), interest is payable for storing 

goods beyond a period of 90 days in the warehouse. The interest is payable on the basis of duty payable at 

the time of clearance (and not duty assessed when goods were warehoused). 

Interest not payable when no customs duty payable 
In some cases, no customs duty is payable on goods warehoused as they are exempt from duty on date of 

clearance. In Pratibha Processors, it has been held that if no customs duty is payable at the time of 

clearance of goods from warehouse, no interest is payable. Interest is a mere ‘accessory’ to principal and if 

principal is not payable, interest is also not payable. This view is also accepted in CBIC Circular. 

In case of Swil Ltd v. UOI 2005 (185) E.L.T. 251 (Guj.), it was held that when the goods are re-exported after 

the prescribed time limit (90 days) for warehousing, there is no liability to pay duty. Therefore, no interest is 

leviable for warehousing beyond the prescribed time. 

 

Section 64 of the Customs Act, 1962 - Owner’s Right to deal with Warehoused Goods:  

 
The owner of any warehoused goods may, after warehousing the same:  

a) inspect the goods;  

b) deal with their containers in such manner as may be necessary to prevent loss or deterioration or 

damage to the goods;  

c) sort the goods; or  

d) show the goods for sale.  

 
Note: Since physical control has been abolished (except for warehouse setup under Section 58A), there is 
no need of obtaining sanction on payment of MOT charges. 
 
 

Section 65 & Section 66: MANUFACTURE AND OTHER OPERATIONS IN RELATION 
TO GOODS IN A WAREHOUSE 

 
Section 65(1) 
With the permission of the Principal Commissioner of Customs or Commissioner of Customs and subject 
to such conditions, as may be prescribed, the owner of any warehoused goods may carry on any 
manufacturing process or other operations in the warehouse in relation to such goods. 
 
Section 65(2) 
Where in the course of any operations permissible in relation to any warehoused goods under sub-section (1), 
there is any waste or refuse, the following provisions shall apply- 
 

(a) if the whole or any part of the goods resulting from such operations are exported, import duty shall 
be remitted on the quantity of the warehoused goods contained in so much of the waste or refuse as 
has arisen from the operations carried on in relation to the goods exported.  
 
Provided that such waste or refuse is either destroyed or duty is paid on such waste or refuse as if 
it had been imported into India in that form;  
 

(b) if the whole or any part of the goods resulting from such operations are cleared from the warehouse for 
home consumption, import duty shall be charged on the quantity of the warehoused goods contained 
in so much of the waste or refuse as has arisen from the operations carried on in relation to the goods 
cleared for home consumption. 
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Section 66 (Reading Purpose) 
If any imported materials are used in accordance with the provisions of section 65 for the manufacture of any 
goods and the rate of duty leviable on the imported materials exceeds the rate of duty leviable on such 
goods, the Central Government, if satisfied that in the interests of the establishment or development of any 
domestic industry it is necessary so to do, may, by notification in the Official Gazette, exempt the imported 
materials from the whole or part of the excess rate of duty. 
 

SECTIONS 67, 68 & 69 - REMOVAL OF GOODS FROM THE WAREHOUSE 
 

Section 67 

The owner of any warehoused goods may, with the permission of the proper officer, remove them from one 

warehouse to another, subject to such conditions as may be prescribed for the due arrival of the warehoused 

goods at the warehouse to which removal is permitted 

 
Section 68 

Any warehoused goods may be cleared from the warehouse for home consumption, if- 

(a) a bill of entry for home consumption in respect of such goods has been presented in the prescribed 

form; 

(b) the import duty, interest, fine and penalties payable in respect of such goods have been paid; and 

(c) an order for clearance of such goods for home consumption has been made by the proper officer.  
 

Added by Finance Act 2018 - The order referred to in clause (c) may also be made electronically 

through the customs automated system on the basis of risk evaluation through appropriate selection 

criteria.  
 

Further, the owner of any warehoused goods may, at any time before an order for clearance of goods for 

home consumption has been made in respect of such goods, relinquish his title to the goods upon payment 

of penalties that may be payable in respect of the goods and upon such relinquishment, he shall not be 

liable to pay duty thereon [1
st

 Proviso to Section 68] 

 

Further that the owner of any such warehoused goods shall not be allowed to relinquish his title to such 

goods regarding which an offence appears to have been committed under this Act or any other law for the 

time being in force [2
nd

 Proviso to Section 68] 

 
Section 69 
 

Any warehoused goods may be exported to a place outside India without payment of import duty if- 

(a) a shipping bill or a bill of export in the prescribed form or a label or declaration accompanying the 

goods as referred to in section 82 has been presented in respect of such goods. 

(b) the export duty, fine and penalties payable in respect of such goods have been paid; and  

(c) an order for clearance of such goods for export has been made by the proper officer. 

Added by Finance Act 2018 - The order referred to in clause (c) may also be made electronically 

through the customs automated system on the basis of risk evaluation through appropriate selection 

criteria.  

 

Notwithstanding anything contained in sub-section (1), if the Central Government is of opinion that warehoused 
goods of any specified description are likely to be smuggled back into India, it may, by notification in the 
Official Gazette, direct that such goods shall not be exported to any place outside India without payment 
of duty or may be allowed to be so exported subject to such restrictions and conditions as may be 
specified in the notification. 
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Section 71 
 

No warehoused goods shall be taken out of a warehouse except on clearance for home consumption or 
export, or for removal to another warehouse, or as otherwise provided by this Act. 
 
Green Bill of Entry has to be submitted by the importer to clear goods from warehouse for home consumption. 
 

Online filing of Ex-bond bill of entry and EDI based monitoring of warehouses at customs station 
of import (w.e.f. 31.05.2015)  
The filing of ex-bond bills of entry on ICES will provide the benefits of automation to importers availing the 
warehousing facility and lend efficiency to the process of clearance of the warehoused goods.  
 
On receipt of copy of the ex-bond bill of entry, jurisdictional bond officer shall verify its details from 
ICEGATE (Indian Customs Electronic Commerce/Electronic Data interchange (EC/EDI) Gateway) to 
check that, the order of clearance for home consumption has been made by the proper officer.  
 
In case of any discrepancy, he shall not permit the removal of goods from the warehouse and 

immediately inform his Deputy or Assistant Commissioner for resolution of the same. 

 

Section 72 

 
1. In any of the following cases, that is to say, -  

(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 the 

period during which such goods are permitted under section 61 to remain in a warehouse; 

(c) where any goods in respect of which a bond has been executed under section 59 and which 

have not been cleared for home consumption or export are not duly accounted for to the satisfaction 

of the proper officer,  

the proper officer may demand, and the owner of such goods shall forthwith pay, the full amount of duty 

chargeable on account of such goods together with interest, fine and penalties payable in respect of 

such goods. 

 

2. If any owner fails to pay any amount demanded under subsection (1), the proper officer may, without 

prejudice to any other remedy, cause to be detained and sold, after notice to the owner (any transfer of 

the goods notwithstanding) such sufficient portion of his goods, if any, in the warehouse, as the said officer 

may deem fit. 

 
Duty payable if warehousing period is not extended 
Goods which are not removed within the permissible period, are deemed to be improperly removed on the day 

it should have been removed. Thus, duty applicable on such date (i.e. last date on which the goods 

should have been removed) is applicable, and not the date on which goods were actually removed. 

Relevant date when goods are warehoused can be summarized hereunder: 
 

S. No Situations Goods warehoused 
under Bond 

Relevant date 

(i) When goods are removed for 
warehousing 
 

Rate of exchange At the time of submission of ‘into 
bond’ bill of entry 

(ii) When goods are removed for home 
consumption 
 

Rate of duty  As on the date of submission of ex-
bond bill of entry 

(iii) When the goods are not removed 
from warehouse within the 
permissible period. 

Rate of duty The rate of duty prevails on the 
date on which the goods should 
have been removed is to be 
considered 
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No Anti dumping duty on goods warehoused prior to levy of anti-dumping duty 
Antidumping duty is leviable on date of importation. Hence, if goods are already warehoused prior to imposition 

of anti-dumping duty, anti-dumping duty will not be leviable on warehoused goods, even if cleared subsequent 

to imposition of anti-dumping duty 

Same principle will apply to protective duty and safeguard duty also. 

Sale of goods when goods are in bonded warehouse is ‘sale in the course of import’  
ln Kiran Spinning Mills, it has been held that goods continue to be in customs barrier when they are in customs 

bonded warehouse. Import would be completed only when goods cross customs barrier and not when they land 

in India or enter territorial waters. Thus, if documents are transferred when goods are in customs bonded 

warehouse, it will be treated as transfer of documents before goods cross customs barrier. 

Clearance for export  
Customs warehoused goods can be exported without payment of duty, vide section 69(1) of Customs Act. A 

shipping bill or bill of export or label or declaration (in case of export by post) has to be presented. Export duty, 

penalties, interest etc. is payable as applicable and then goods are allowed to be exported. If warehoused 

goods are re-exported without payment of duty, no interest is payable. 

A 100% EOU has to be treated as a Customs Bonded Warehouse  
 

The entire premises of a 100% EOU has to be treated as a Customs bonded warehouse if the licence granted 
u/s 58 is in respect of the entire premises. Imported goods warehoused in the premises of a 100% EOU (which 
is licensed as a Customs bonded warehouse) and used for the purpose of manufacturing/processing by the 
100% EOU in bond as authorized u/s 65 cannot be treated to have been removed for home consumption 
accordingly, filing or non-filing of ex-bond bill of entry before using the goods by the 100% EOU is not 
relevant. The Tribunal expressed the same view in the case of Paras Fab International. 
 
Example:  
A 100% EOU in Alwar, filed ‘into Bond Bill of Entry’ for warehousing the imported goods. The impugned 
goods were warehoused in their 100% EOU in Alwar and subsequently used in the factory within the 
premises of the 100% EOU for manufacture of the finished goods. The Department demanded customs 
duty on the impugned goods.  
 
Answer: Imported goods warehoused in the premises of a 100% EOU (which is licensed as a Customs bonded 
warehouse) and used for the purpose of manufacturing/processing by the 100% EOU in bond as authorized u/s 
65 cannot be treated to have been removed for home consumption accordingly customs duty not required 
to pay. 
 

Section 73 - CANCELLATION AND RETURN OF THE WAREHOUSING BOND 
 

When the whole of the goods covered by any bond executed under section 59 have been cleared for 
home consumption or exported or transferred or are otherwise duly accounted for, and when all amounts due 
on account of such goods have been paid, the proper officer shall cancel the bond as discharged in full, 
and shall on demand deliver it, so cancelled, to the person who has executed or is entitled to receive it. 
 

Section 73A - Custody and Removal of Warehoused Goods 

 
1. All warehoused goods shall remain in the custody of the person who has been granted a licence under 

section 57 or section 58 or section 58A until they are cleared for home consumption or are transferred to 
another warehouse or are exported or removed as otherwise provided under this Act.  

 
2. The responsibilities of the person referred to in sub-section (1) who has custody of the warehoused goods 

shall be such as may be prescribed. 
 
3. Where any warehoused goods are removed in contravention of section 71, the licensee shall be liable to 

pay duty, interest, fine and penalties without prejudice to any other action that may be taken against him 
under this Act or any other law for the time being in force.  

 

Note: The provision has been inserted so as to recover the duty either from custodian or importer as may be 
prescribed to protect the revenue. Liability of duty interest fine will be on importer and or custodian, as the case 
may be. This will cause more responsibility on custodian. 
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Questions Based on Warehousing 

 
1. What is “Warehousing without Warehousing”                            [CMA Past Question]

   
Solution: 

Under Sec. 49 of the custom act, where goods imported for home Consumption whether dutiable or not, 
cannot be assessed for want of information, such goods may be warehoused in a public warehouse, 
or in its absence, in a private warehouse on application in writing by the importer.  
 
On application by the importer, the AC/DC may allow such goods to be warehoused without assessment. 
The purpose is to save the goods to be warehouse from demurrage, pilferage in docks goods are then 
assessed and cleared from warehouse.  
 
Further, in the case of any imported dutiable goods, entered for warehousing, the Assistant 
Commissioner of Customs or Deputy Commissioner of Customs is satisfied on the application of 
the importer that the goods cannot be removed for deposit in a warehouse within a reasonable 
time, may be warehoused. 
 
Normally 'warehousing' is done after goods are assessed. However, u/s 49, goods are stored in 
warehouse without enforcing the provisions of warehousing, i.e, without assessment, and hence it is called 
‘warehousing without warehousing'. In actual practice, such cases are rare; but the provisions are 
very beneficial if such occasion arises. 
 
There is a time limit of 30 days to remove the goods from warehouse where the goods has been stored 
under Section 49 of the Customs Act, 1962 i.e. warehousing without warehousing. The period can be 
extended by Principle Commissioner or Commissioner of Customs by 30 days at a time. 
 

 
2. What is One Time Lock (OTL)?                                                                              [CMA MTP JUNE 2018] 
 

 

Solution: 

When the goods are removed from the customs station of import for warehousing, the proper officer 
affixes a onetime lock (OTL) on the container or means of transport (closed trucks). The serial number 
of OTL alongwith date and time of its affixation needs to be endorsed upon Bill of Entry for warehousing 
and transport document.  
 
All customs stations are required to maintain records incorporating the number of the OTL, bill of entry, 
truck number, container number (if applicable), date & time of affixing the OTL and the name, designation 
& telephone number of the officer affixing the OTL.  
 
A similar procedure has been provided under Warehoused Goods (Removal) Regulations, 2016 for 
removal of goods from one warehouse to another and from a warehouse to customs station for export.  
 
However, the Principal Commissioner/Commissioner of Customs may permit movement of goods 
without affixation of such OTLs, where the nature of goods or their manner of transport so warrant (e.g. 
Liquid Bulk Cargo transported through Pipe Line & Over Dimensional Cargo) 

 

3. What is the warehousing period for capital goods and other goods in the case of EOUs, EHTPs, 
STPs, and for warehouses where manufacture/ other operations are permitted under section 65 of 
Customs Act, 1962 and also in other cases? Can the warehousing period be extended? 

[CA FINAL MAY 2018 EXAM – 5 MARKS] 

  



CMA - CUSTOM                                                                   SATC                                                                                    B.13 

  | SURAJ AGRAWAL TAX CLASS | LAXMI NAGAR | NEW DELHI  | 011-47542530 | +91 85272 30445 | 

Solution: 

 

Class of goods Time for which the goods may remain 
warehoused 

In case of EOUs, EHTPs, STPs and 
warehouses where manufacture or other 
operations are permitted under section 65 
of the Customs Act, 1962 
 
(i) Capital goods   

 
 
 

(ii) Other goods   
 
 
Goods other than above 

 
 
 
 
 
Till  the  clearance  of  such  goods  from 
warehouse [Section 61(1)(a) of the Customs Act, 
1962] 
 
Till the consumption or clearance of such goods 
[Section 61(1)(b) of the Customs Act,1962] 
 
Till the expiry of 1 year from the date of order 
permitting removal of goods from a customs station  
for  deposit  in  warehouse  [Section61(1)(c) of the 
Customs Act, 1962] 

 

First proviso to section 61(1) of the Customs Act, 1962 provides that in case of goods other than above, 

the Principal Commissioner/Commissioner of Customs on sufficient cause being shown, may extend 

the warehousing period up to 1 year at a time. 

 

However, if such goods are likely to deteriorate, extended warehousing period may be reduced to 

such shorter period as may be deemed fit in terms of second proviso to section 61(1) of the Customs Act, 

1962. 

 
4. 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? 

[CA FINAL NOV 2017 EXAM – 2 MARKS] 

Solution: 

Consequent to omission of section 62 of the Customs Act, 1962 by the Finance Act, 2016, the warehouses 
are now under record based controls and not under the physical control (under lock of customs) of 
the customs officer.  
 
The licensee of a private warehouse has the custody and control of the warehouse and goods kept 
therein. Thus, the intention of the proper officer is not fully correct. 

 

5. 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. 

[CA FINAL NOV 2017 EXAM – 2 MARKS] 

Solution: 

In the given case, Sankesh Collaborators can cancel the bond executed by it provided the transferee 
executes the bond under section 59 for an amount equal to thrice the duty amount involved and 
furnish prescribed security. 

 

6. Explain the rights of the owner to deal with warehoused goods under section 64 of the Customs 

Act, 1962.                                                                                 [CMA INTER JUNE 2018 EXAM – 4 MARKS] 
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Solution: 

As per Section 64 of the Customs Act, 1962, the owner of any warehoused goods may, after 

warehousing the same: 

(A) Inspect the goods; 

(B) Deal with the containers in such manner as may be necessary to prevent loss or deterioration or 

damage to the goods; 

(C) Sort the goods; 

(D) Show the goods for sale. 

 

7. Explain the validity of the following statements with reference to Chapter IX of the Customs Act, 
1962 containing the provisions relating to the warehousing:  
(a) The proper officer is not authorized to lock any warehouse with the lock of the Customs 

Department.  

(b) The Commissioner of Customs (Appeals) may appoint public warehouses wherein dutiable 

goods may be deposited.  

(c) The Commissioner of Customs or Principal Commissioner of Customs is not required to give 

a notice to the licensee while canceling the license of a private warehouse if he has 

contravened any provision of the said Act. 

[CMA Study Module] 

Solution: 

(a) The given statement is invalid:  

Sec. 58A(1) The Principal Commissioner of Customs or Commissioner of Customs may, subject to 

such conditions as may be prescribed, license a special 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.  

 

(b) The given statement is invalid:  

The Commissioner of Customs or the Principal Commissioner of Customs can appoint public 

warehouse, wherein dutiable goods can be deposited under Section 57 of the Customs Act, 1962.  

 

(c) The given statement is valid:  

The Commissioner of Customs or Principal Commissioner of Customs is not required to give a notice 

to the licensee while canceling the license of a private warehouse if he has contravened any provision 

of the said Act, as per section 58 of the Customs Act, 1962. 

 

8. An importer imported some goods on 1st September, 2019 and the goods were cleared from 
Mumbai port for warehousing on 8th Sept. 2019 by submitting Bill of Entry, exchange rate was `̀̀̀ 50 
per US $.  FOB value US $ 10,000. The rate of duty on 8th Sept 2019 was 20%. The goods were 
warehoused at Pune and were cleared from Pune warehouse on 31st  Jan, 2020, when rate of basic 
customs duty was 12% and exchange rate was `̀̀̀ 68.75 per 1US $. IGST @12% is applicable. You 
are required to find:  

(a) The total Customs duty payable?  

(b) The interest if any payable?  

[CMA Study Module] 

 

Solution: 

 

Particular USD  

FOB  10,000  

Add: 20% Freight on FOB  2,000  

Add: 1.125% Insurance on FOB  112.5  

Assessable Value  12,112.50 
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Particular  `̀̀̀             Working 

Assessable Value  6,05,625 (i.e. 12,112.50 x `̀̀̀ 50)  
Add: BCD 12%    72,675  (i.e. 6,05,625 x 12%)  
Add: SWS 10%      7,268 (i.e. 72,675 x 10%)  
Transaction value subject to GST  6,85,568 
Add: IGST     82,268 (i.e. 6,85,568 x 12%)  
Value of import   7,67,836  
Value of Customs duties   1,62,211 
 
Interest: (i.e. 1,62,211 x 15% x 56/365)   `̀̀̀  3,733  
 
Working Note:  From 8

th
 Sept 2019 to 31

st
 Jan 2020 = 146 – 90 = 56 days 

   

9. Vipul imported certain goods in Sept, 2019. An ‘into Bond’ bill of entry was presented on 14th Sept, 
2019 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 four months was issued on 
21st Sept, 2019. 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 Jan, 2020. 

 

A notice was issued under section 72 of the Customs Act, 1962, demanding duty, interest and other 

charges. Vipul cleared the goods on 14th Feb 2020. Compute the amount of duty and interest 

payable by Vipul while removing the goods on the basis of following information: 

 

Particulars  14-09-2019  20-1-2020  14-2-2020 

Rate of exchange per US $  

(as notified by Central Board of Excise & Customs)  `̀̀̀ 65.20  `̀̀̀ 65.40  `̀̀̀ 65.50  

Basic Customs Duty  15%  10%  12%  

 

No other customs duty is payable except basic customs duty. Ignore IGST. SWS applicable. 

[CMA Study Module] 

Solution: 

 

Assessable vale       `̀̀̀ 65,20,000/ 

Customs duty is       `̀̀̀ 7,17,200 

(USD 1,00,000 x `̀̀̀ 65.20) x 11% (10% + SWS)     

 

Interest payable is      `̀̀̀ 16,800/- 

(`̀̀̀ 7,17,200 x 15/100) x 57 days/365 days =     

 

No. of days delay: 

 

Month  No. of days delay  

From 21st Sept 2019 to 30
th
 Sept 2019  10  

Oct 2019 31  

Nov 2019 30  

Dec 2019 31  

Jan 2020  31  

Feb 2020 14  

Total  147  

    Less: No. of days for which no interest   -90  

    No. of delay for interest    57 
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10. ‘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’? 

[CA FINAL – Study Module] 

 

Solution: 

As per section 61(2) of the Customs Act, 1962, if goods (belonging to importer other than 100% EOU, STP 

unit, EHTP unit) 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% 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 v. UOI 1996 (88) ELT 12 (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 exigibility or 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’. 

 

11. The assessee, (other than 100% EOU, STP unit, EHTP unit) 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(1)(c) i.e., one year.  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 
period fixed under section 61(1)(c), 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 together with interest, fine and penalties payable in respect of such goods, as provided 
under section 72(1)(b) of the Customs Act, 1962. 

[CA FINAL – Study Module] 

Solution: 

The facts of the given case are similar to the facts of the case of Commissioner Customs v i2 

Technologies Software (P) Ltd. 2007 (217) ELT 176 (Kar.).  

 

In the instant case, the High Court rejected the Department’s contention that on the expiration of the 

warehousing period or on the expiration of extended warehousing period, the owner of the goods loses his 

title in respect of such goods and consequently, also loses his right to relinquish his title to such 

warehoused goods.   

 

The High Court elaborated that on a plain reading of the provisions of section 23(2), 47, 68 and the proviso 

to section 68 of the Customs Act, 1962, it is clear that the owner of warehoused goods has the right to 

relinquish his title to goods at any time before an order for clearance of goods for home consumption has 

been made in respect thereto.  There is no prohibition on relinquishing the title to such goods after 

the expiration of the warehousing period or after the expiration of the extended period.   

 

The High Court pointed out that the provisions of section 23(2) and proviso to section 68 make it clear that 

upon relinquishment of his title to any imported goods, including the warehoused goods, the owner of such 

goods shall not be liable to pay duty thereon and when the owner is not liable to pay duty, the question of 

paying any interest on the duty and penalty would not arise.  

 

Therefore, in the instant case, the Department’s contention is not correct.    
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12. Comment on the validity of the following statements:   
(a) Goods, other than capital goods, intended for use in any 100% export oriented undertaking, 

can be warehoused till the expiry of five years.  
 

(b) Interest free period of ninety (90) days under section 61(2) in respect of warehoused goods (not 
intended for being used in 100% EOU) commences from the date on which an into-bond bill of 
entry in respect of such goods is presented. 

[CA FINAL – Study Module] 

 

Solution: 

(a) Invalid.  With effect from 14.05.2016, goods, other than capital goods, intended to be used in a 100% 

EOU/ STP unit/ EHTP unit can be warehoused till the consumption or clearance of such goods from 

the warehouse.  Further, capital goods intended to be used in a 100% EOU can also be warehoused till 

the clearance of such goods from the warehouse.    

 

(b) Invalid.  As per section 61(2) of the Customs Act, 1962, if goods (not intended for being used in 100% 

EOU, STP unit, EHTP unit) 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% 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 other words, the relevant date for determining the commencement of the period of 90 days is the 

date of order made under section 60(1) permitting removal of goods from the customs station for 

deposit in a warehouse, and not the date on which into-bond bill of entry in respect of such goods 

is presented. 

 

13. Case Study: (CMA FINAL ONLY) 
Case law: Point of dispute: Following questions arose before the Larger Bench of the Tribunal for 
consideration:  
(a) Whether the entire premises of 100% EOU should be treated as a warehouse? 
(b) Whether the imported goods warehoused in the premises of 100% EOU are to be held to have 

been removed from the warehouse if the same is issued for 
manufacture/production/processing by the 100% EOU?  

(c) Whether issue for use by 100% EOU would amount to clearance for home consumption?  
[CMA Study Module] 

 
Facts of the case:  
The appellants were 100% EOU in Alwar. They imported the impugned goods namely HSD oil through 
Kandla Port and filed ‘into Bond Bill of Entry’ for warehousing the imported goods. The impugned goods 
were warehoused in their 100% EOU in Alwar and subsequently used in the factory within the premises of 
the 100% EOU for manufacture of the finished goods. The Department demanded customs duty on the 
impugned goods.  
 
The contention of the appellants was that since (i) the entire premises of the 100% EOU had been 
licensed as a warehouse under the Customs Act; (ii) the impugned goods had been warehoused therein 
and subsequently utilized for manufacture of finished goods in bond; and (iii) the impugned goods had not 
been removed from the warehouse, there could not be any question of demanding duty on the same.  
 
Department contended that the entire premises of the 100% EOU could not be treated as a 
warehouse.  
 
The Appellants had executed a common bond B-17 for fulfilling the requirements under the Customs 
Act, 1962 and the Central Excise Act, 1944. Under the Central Excise Law, the removal of goods for 
captive consumption would be treated as removal of goods and the assessee were required to pay 
duty on such removal.  
 
Decision:  
Paras Fab International v CCE (Tri.-LB) Observations of the Court: The Tribunal observed that as per 
Customs manual, the premises of EOU are approved as a Customs bonded warehouse under the 
Warehousing provisions of the Customs Act. It is also stated therein that the manufacturing and other 
operations are to be carried out under customs bond.  
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The goods are required to be imported into the EOU premises directly and prior to undertaking import, the 
unit is required to get the premises customs bonded. The importer is required to maintain a proper record 
and proper account of the import, consumption and utilization of all imported materials and exports made 
and file periodical returns. The EOUs are licensed to manufacture goods within the bonded premises 
for the purpose of export.  
 
Tribunal held that neither the scheme of the Act nor the provisions contained in the Manual require filing of 
ex-bond bills of entry or payment of duty before taking the imported goods for manufacturing in bond nor 
there is any provision to treat such goods as deemed to have been removed for the purpose of the 
Customs Act, 1962.  
 
The Tribunal answered the issues raised as follows:— (a) The entire premises of a 100% EOU has to 
be treated as a warehouse if the licence granted under to the unit is in respect of the entire premises. (b) 
and (c) Imported goods warehoused in the premises of a 100% EOU (which is licensed as a Customs 
bonded warehouse) and used for the purpose of manufacturing in bond as authorized under section 65 of 
the Customs Act, 1962, cannot be treated to have been removed for home consumption.  

 
14. Case Study: (CMA FINAL ONLY) 

BL Ltd. imported Super Kerosene Oil (SKO) and stored it in a warehouse. An ex-bond bill of entry 
for home consumption was filed and duty was paid as per rate prevalent on the date of 
presentation of such bill of entry; and the order for clearance for home consumption was passed. 
On account of highly combustible nature of SKO, the importer made an application to permit the 
storage of such kerosene oil in the same warehouse until actual clearance for sale/use. The 
application was allowed. When the goods were actually removed from the warehouse, the rate of 
duty got increased. The department demanded the differential duty. The company challenged the 
demand. Whether it will succeed? Discuss briefly taking support of decided case law(s), if any.  

[CMA Study Module] 

 
Answer:  
Since the importer paid the duty on the warehoused goods an out of charge order for home consumption 
was passed.  Therefore, the BL Ltd. is not liable to pay any differential duty. [CCus v Biecco Lawrie 
Ltd. (SC)]  

 
15. Case Study: (CMA FINAL ONLY) 

The assessee warehoused the Acid Grade Flourspar falling in Customs Bonded. Subsequently, the 
warehoused goods are being cleared after 90 days on payment of duty by utilizing Export incentive 
(DEPB credit) allowed under export incentive scheme. The importers were called upon by 
department to show cause why interest shall not be demanded from them, since they had effected 
clearance beyond the interest free warehousing period of 90 days as per Section 61 of the Act. The 
assessee contended that payment by debit in DEPB is not cash payment but exemption and hence 
interest is not payable on non-existing duty. Discuss briefly taking support of decided case law, if 
any.  

[CMA Study Module] 

 
Answer:  
The Hon’ble Supreme Court of India had held that goods cleared under DEPB (Duty Exemption Pass 
Book) Scheme cannot be treated as exempted but are duty paid goods and hence interest is 
payable on them if the same are cleared from warehouse beyond the period of 90 days, as per 
section 61 of the Customs Act, 1962. [Tanfac Industries Ltd. (SC)] 
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16. Lucrative 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. Lucrative 
Laminates sought an extension of the warehousing period which was granted by the authorities. 
However, even after the expiry of the said date, it did not remove the goods from the warehouse. 
Subsequently, Lucrative Laminates applied for remission of duty under section 23 of the Customs 
Act, 1962 on the ground that the said goods had lost their shelf life and had become unfit for use 
on account of non- availability of orders for clearance. 

Explain, with the help of a decided case law, if any, whether the application for remission of duty 
filed by the Lucrative Laminates is valid in law? 
 
Solution: 
No, the application for remission of duty filed by the Lucrative Laminates is not valid in law. The facts of the 
given case are similar to the case of CCE v. Decorative Laminates (I) Pvt. Ltd. 2010 (257) E.L.T. 61 (Kar.). 
The High Court, while interpreting section 23, stipulated that section 23 states that only when the imported 
goods have been lost or destroyed at any time before clearance for home consumption, the application for 
remission of duty can be considered. Further, even before an order for clearance of goods for home 
consumption is made, relinquishing of title to the goods can be made; in such event also, an importer 
would not be liable to pay duty. 

Therefore, the expression “at any time before clearance for home consumption” would mean 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 any period after the lapse of the aforesaid periods. The said expression cannot 
extend to a period after the lapse of the extended period merely because the licence holder has not 
cleared the goods within the stipulated time. 

Moreover, since in the given case, the goods continued to be in the warehouse, even after the expiry of the 
warehousing period, it would be a case of goods improperly removed from the warehouse as per section 
72(1)(b) read with section 71. 

The High Court, overruling the decision of the Tribunal, held that the circumstances made out under 
section 23 were not applicable to the present case since the destruction of the goods or loss of the goods 
had not occurred before the clearance for home consumption within the meaning of that section. When the 
goods are not cleared within the period or extended period as given by the authorities, their continuance in 
the warehouse will not attract section 23 of the Act. 

Further, in Kesoram Rayon v. CC 1996 (86) ELT 464, the Supreme Court has held that goods which are 
not removed from warehouse within the permissible period, are deemed to be improperly removed on the 
day they ought to have been removed. In view of this decision, goods would be deemed to have been 
removed when licensing period was over. Hence, section 23 would not be applicable as such loss occured 
after ‘deemed removal’ of goods. 
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Warehoused Goods (Removal) Regulations, 2016 (NT 67/2016 Cus Dt 14.5.2016):  

1. Owner of warehoused goods make a request:  

Where the warehoused goods are to be removed from one warehouse to another warehouse or from a 
warehouse to a customs station for export, the owner is required to make a request in prescribed 
Form for transfer of goods.  

 

2. Conditions for transport of goods:  
Where the goods are removed:  

� from the customs station of import to a warehouse or  
� from one warehouse to another warehouse or  
� from the warehouse to a customs station for export  

the transport of the goods shall be under one-time lock (OTL), affixed by the proper officer or licensee or 
bond officer [i.e. an officer of customs in charge of a warehouse], as the case may be.  

However, the Principal Commissioner/Commissioner of Customs may dispense with the condition of one-
time lock and allow transport of the goods without affixing the one-time-lock, having regard to the nature of 
goods or manner of transport.  

 

3. Acknowledgement of receipt of goods at the destination, to be produced by the owner of goods:  
The owner of the goods shall produce to the proper officer at customs station of import or the bond officer, 
within ONE month [or extended period allowed], an acknowledgement issued by the licensee or the bond 
officer of the warehouse to which the goods have been removed or the proper officer at the customs 
station of export, as the case may be, stating that the goods have arrived at that place.  
 
In case the owner fails to provide the acknowledgment, he shall pay the full amount of duty chargeable on 
account of such goods together with interest, fine and penalties payable under section 72(1). 
 

Transfer of Goods to Another Warehouse: 

Warehouse – Private or Public Special warehouse 

Licensee (namely incharge of warehouse) shall 

transfer warehoused goods to another warehouse 

only when the owner of the goods produce the form 

for transfer of goods bearing the orders of the bond 

officer permitting such transfer.  

 

Licensee (namely incharge of warehouse) shall transfer 

warehoused goods to another warehouse only with the 

permission of the Bond Officer on the form for transfer 

of goods.  

 

After the goods are removed and loaded on means of 

transport, licensee would:  

a. affix a one-time-lock to the means of transport,  

b. endorse the number of one-time lock on 

prescribed form for transfer of goods and on 

transportation documents,  

c. cause one copy of each of these documents to 

be delivered to bond officer and  

d. record the removal of goods  

Once bond officer permits removal of goods from 

warehouse, licensee shall, in the presence of Bond 

Officer,:  

a. cause the goods to be loaded onto the means 

of transport, and  

b. affix a one-time-lock to the means of transport.  

 

Monthly return:  

A licensee shall file with the Bond Officer a monthly return in prescribed form, of the receipt, storage, operations and 

removal of the goods in the warehouse, within 10 days after the close of the month to which such return relates. 
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Class Notes 
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Re-importation of Goods [Section 20] 
 

In case if any goods have been imported into India after exportation therefrom, such goods shall be 

liable to duty and subject to such restrictions and conditions, if any, to which the goods of like kind and 

value are liable or subject on the importation thereof. 

 

Re-imports are entitled for following concessions as have been notified by the Government:  

 

Situation-1:  

Goods exported under claim of drawback or under bond without payment of duty or under claim 

for rebate and re-imported within 3 years (or extended period, if any) without being re-

manufactured/re-processed.  

 

Duty Liability: The amount of benefit availed on account of duty drawback/incentives 

availed when the goods were exported.  

 

Situation-2:  

Goods exported for repairs abroad and re-imported by the same person within 3 years (or 

extended period, if any) without being re-manufactured/ re-processed.  

 

Duty leviable on a value = Fair cost of repairs carried out including cost of materials used in 

repairs (whether such costs are actually incurred or not) + Insurance and freight charges, 

both ways 

 

Situation-3:  

Goods manufactured in India and re-imported into India -  

a. for repairs or re-conditioning within 3 years from the date of exportation (in case of Nepal, 

such re-importation takes place within 10 years from date of exportation); or  

b. for reprocessing; or refining; or re-making; or other similar process within 1 year from the 

date of exportation.  

 

Duty Liability: NIL, if -  

a. such goods are exported within 6 months from the date of their re-importation or such extended 

period not exceeding a further period of 6 months as the Commissioner of Customs may 

allow; and  

b. the Assistant Commissioner of Customs is satisfied as regards identify of the goods; 
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QUESTION & ANSWER 

1. Mr. A imported an Air conditioner on 1st January 2020 for `̀̀̀    5,00,000 from USA. Mr. A has paid import 

duty for `̀̀̀    50,000. Due to some technical problems the same was exported for want of repairs on 31st 

January 2020. After incurring some additional cost for repairs and replacement worth for `̀̀̀    1,00,000 

the same was re-imported on 5th February 2020. The import duty in such case will be restricted on the 

value of repairs and replacement of `̀̀̀    1,00,000 

 

2. A machine was originally imported from Japan at `̀̀̀ 250 lakh in August 2019 on payment of all duties 

of customs. The said machine was exported (sent-back) to supplier for repairs in December 2019 and 

re-imported without any re-manufacturing or re-processing in January, 2020 after repairs. Since the 

machine was under warranty period, the repairs were carried out free of cost.  

 

However, the fair cost of repairs carried out (including cost of material `̀̀̀ 6 lakh) would have been `̀̀̀ 9 

lakh. Actual insurance and freight charges (to and fro) were `̀̀̀    3 lakh. The rate of basic customs duty is 

10% and rate of IGST in India on like article is 12%.  

 

Compute the amount of customs duty payable (if any) on re-import of the machine after repairs. The 

ownership of the machine has not been changed during the period.  

 

Solution: 

Computation of Custom Duty Payable: 

Particulars         `̀̀̀ 

Value of goods re-imported after exports [`̀̀̀ 9 lakh (including cost of materials) + `̀̀̀    3 lakh]  12,00,000 

Basic customs duty @ 10%  1,20,000 

Add: SWS - 10% on BCD      12,000  

Total (i.e. Transaction value)  13,32,000 

Add: IGST @12% on 13,32,000 1,59,840  

Landed Value  14,91,840 

Total Customs Duty (`̀̀̀1,20,000+`̀̀̀12,000+`̀̀̀1,59,840) 2,91,840 

 

3. Mr. A of Kolkata imported a machinery on 1-1-2020 (value `̀̀̀ 2 lakhs and duty `̀̀̀ 20,600) from Mr. B 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 Kolkata to US is `̀̀̀ 5,000. Repair work was 

carried out on machinery by Mr. B and materials worth `̀̀̀    7,500 and labour, etc. worth `̀̀̀    4,000 was 

borne by Mr. B. The cost of insurance and freight for repaired goods from US to Kolkata is ` ` ` ` 6,000. 

Determine the duty payable at the time of re-import on 1-1-2021, if rate of duty is 11% (including Social 

Welfare Surcharge). Department claims that machinery is liable to duty on full value of ` ` ` ` 2,20,000 

(market price on 1-1-2021). Critically examine. 

[CMA INTER RTP DEC 2018] 

Solution: 

In view of section 20 of the Customs Act, 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 x 11% (including Social Welfare Surcharge) = `̀̀̀,475. 
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4. Maxiline Corp, not being an EOU, had imported technical instruments from USA for ` ` ` ` 180 lakh on 

payment of duty. It had to subsequently send back the same to the supplier for repairs. The supplier 

has agreed to provide discount of 50% of the fair cost of repairs, resulting in Maxiline Corp paying 

USD 15,000. 

 
Following further particulars are available:      
           
Particulars  Date         Rate of Duty Inter Bank  Rate notified  
       Exchange rate  by CBIC  

Bill of Entry 21-02-2020 20%       60   62  
           
Aircraft arrival 26-02-2020 15%       63   61  
           
IGST u/s 3(7) of Customs Tariff Act, 1975 - 12%.      

       
    Outwards (Amt. in `̀̀̀)      Inwards (Amt. in `̀̀̀)  

 Insurance   20,000      30,000  
          
 Air Freight   80,000    1,20,000  
           

Other details available on records: 
(a) Goods are reimported within 3 years of dispatch for repairs. 
(b) Both the exported and imported goods are the same. 
(c) There is no change in the ownership of technical instruments. 
(d) The export is not from a public/private warehouse and repairs does not amount to manufacture. 

 
Determine total duty payable with appropriate notes for your computation. 

[CA FINAL May 2018 – 5 Marks] 

Solution: 

In case of re-importation of goods exported for repairs, duty is payable on fair cost of repairs carried out, 
insurance and freight charges, both ways, subject to fulfillment of specified conditions. 

 
Following conditions are to be satisfied in this regard :- 

(a) The time limit for re-importation is 3 years 
(b) The exported goods and the re-imported goods must be the same. 
(c) The ownership of the goods should not have changed. 

 
Since all the specified conditions are fulfilled in the given case, total duty payable will be computed as 
under:- 

 
Computation of total duty payable by Maxiline Corp. 

 
Particulars `̀̀̀ 

Fair cost of repairs (in dollars) = $15,000/50% $ 30,000  
 `̀̀̀  
Fair cost of repairs (in rupees) 18,60,000.00  
= $30,000 × `̀̀̀ 62 [Note-1]   
  
Add: Inward and outward insurance [`̀̀̀ 20,000 + `̀̀̀ 30,000] 50,000.00  
Add: Inward and outward air freight [`̀̀̀ 80,000 + `̀̀̀ 1,20,000] 2,00,000.00  
Assessable Value 21,10,000.00  
Add: Basic customs duty (BCD) @15% [Note-2] 3,16,500.00  
Add: Social Welfare Surcharge @ 10% of BCD    31,650.00  
Value for computing IGST 24,58,150.00 
IGST @ 12% 2,94,978.00 
Total duty and tax payable 6,43,128 
[`̀̀̀ 3,16,500 + `̀̀̀ 31,650 + `̀̀̀ 2,94,978] (rounded off)  
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Notes:- 
 

1. Rate of exchange notified by the CBEC on date of presentation of bill of entry would be the applicable 
rate in terms of third proviso to section 14(1) of the Customs Act, 1962. 
 

2. Rate of duty is the rate in force on date of presentation of bill of entry or arrival of aircraft, whichever is 
later in terms of proviso to section 15(1) of the Customs Act, 1962. 

 
 
EXEMPTION FROM CUSTOMS DUTY ON IMPORTED GOODS USED FOR INWARD PROCESSING OF 
GOODS [SECTION 25A]  -  Added by Finance Act 2018 
 

Where the Central Government is satisfied that it is necessary in the public interest so to do, it may, by 

notification, exempt such of the goods which are imported for the purposes of repair, further processing or 

manufacture, as may be specified therein, from the whole or any part of duty of customs leviable thereon, subject 

to the following conditions, namely:—  

a) the goods shall be re-exported after such repair, further processing or manufacture, as the case may be, 

within a period of one year from the date on which the order for clearance of the imported goods is made;  

b) the imported goods are identifiable in the export goods; and  

c) such other conditions as may be specified in that notification.  

 
EXEMPTION FROM CUSTOMS DUTY ON RE-IMPORTED GOODS USED FOR OUTWARD PROCESSING 
[SECTION 25B]   -   Added by Finance Act 2018 
 

Notwithstanding anything contained in Section 20, where the Central Government is satisfied that it is necessary 

in the public interest so to do, it may, by notification, exempt such of the goods which are re-imported after 

being exported for the purposes of repair, further processing or manufacture, as may be specified therein, 

from the whole or any part of duty of customs leviable thereon, subject to the following conditions, namely :—  

a) the goods shall be re-imported into India after such repair, further processing or manufacture, as the case 

may be, within a period of one year from the date on which the order permitting clearance for export is 

made;  

b) the exported goods are identifiable in the re-imported goods; and  

c) such other conditions as may be specified in that notification.”.  
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Clarification regarding applicability of Notification No. 45/2017 Cus dated 30.06.2017 on goods which 

were exported earlier for exhibition purpose/consignment basis 

 

Notification No. 45/2017 Customs dated 30 June 2017 provides exemption from so much of the duty of customs 

leviable thereon which is specified in the First Schedule to the Customs Tariff Act, 1975, and the whole of the 

integrated tax, compensation cess leviable thereon respectively under sub-section (7) and (9) of section 3 

of the said Customs Tariff Act on certain kinds of goods, i.e. goods exported under claim for drawback, 

under claim for refund of IGST paid on export, under duty exemption schemes etc. 

 

CBIC has clarified the applicability of exemptions mentioned in Notification No. 45/2017-Customs dated 

30.06.2017, specifically the situation where goods are exported under bond without payment of integrated 

tax, to re-import of goods which had been earlier exported either for participation in exhibition or on 

consignment basis. 

 

It has clarified vide Circular No. 108/27/2019 GST dated 18.07.2019 that the activity of sending / taking the 

specified goods (i.e. goods sent / taken out of India for exhibition or on consignment basis for export promotion 

except the activities satisfying the tests laid down in Schedule I of the CGST Act, 2017) out of India do not 

constitute supply within the scope of Section 7 of the CGST Act as there is no consideration at that point in time. 

Since such activity is not a supply, the same cannot be considered as ‘zero rated supply’ as per the 

provisions contained in Section 16 of the IGST Act, 2017. Also, there is no requirement of filing any 

LUT/bond as required under section 16 of IGST Act, 2017 for such activity of taking specified goods out of 

India. 

 

Therefore, no integrated tax is required to be paid for specified goods at the time of taking these out of India, the 

activity being not a supply, hence the situation of Notification No. 45/2017-Customs dated 30.06.2017 (goods 

exported under bond without payment of integrated tax) requiring payment of integrated tax at the time of re-

import of specified goods in such cases is not applicable. 

 

It is clarified that such cases will fall more appropriately under the said Notification and thus the 

exemption is available. 

 

Further, this clarification is also applicable to cases where exports have been made to related or distinct persons 

or to principals or agents, as the case may be, for participation in exhibition or on consignment basis, but, such 

goods exported are returned after participation in exhibition or the goods are returned by such consignees without 

approval or acceptance, as the case may be, the basic requirement of ‘supply’ as defined cannot be said to be 

met as there has been no acceptance of the goods by the consignees.  

 

Hence, re import of such goods after return from such exhibition or from such consignees will be covered under 

Notification No. 45/2017 dated 30.06.2017, provided re-import happens before six months from the date of 

delivery challan. 

[Circular No. 21/2019 Cus dated 24.07.2019] 
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QUESTION & ANSWER 
 

1. A machine was originally imported from Japan at `̀̀̀ 250 lakh in July, 20XX on payment of all duties 
of customs. The said machine was exported (sent-back) to supplier for repairs in December, 20XX 
and re-imported without any re- manufacturing or re-processing in October next year after repairs. 
Since the machine was under warranty period, the repairs were carried out free of cost. 

However, the fair cost of repairs carried out (including cost of material `̀̀̀ 6 lakh) would have been `̀̀̀ 
9 lakh. Actual insurance and freight charges (to and fro) were `̀̀̀ 3 lakh. The rate of basic customs 
duty is 10% and integrated tax is 12%. Ignore GST compensation cess. 

Compute the amount of customs duty payable (if any) on re-import of the machine after repairs. The 
ownership of the machine has not been changed during the period. 

Note: The importer intends to avail exemption, if any, with regard to re- importation of goods which 
had been exported for repairs abroad. 
 
Solution: 
As per Notification No. 45/2017 Cus. dated 30.06.2017, duty payable on re- importation of goods which 
had been exported for repairs abroad is the duty of customs which would be leviable if the value of re-
imported goods after repairs were made up of the fair cost of repairs carried out including cost of materials 
used in repairs (whether such costs are actually incurred or not), insurance and freight charges, both ways. 
However, following conditions need to be satisfied for availing this concession: 

(a) goods must be re-imported within 3 years, extendable by further 2 years, after their exportation; 

(b) exported goods and the re-imported goods must be the same; 

(c) ownership of the goods should not change. 

 

Since all the conditions specified above are fulfilled in the given case, the customs duty payable on 
re-imported goods will be computed as under: 

Particulars 
Value of goods re-imported after exports [` 9 lakh  
(including cost of materials) + ` 3 lakh] 

12,00,000 

Add: Basic customs duty @ 10% (A) 1,20,000 
Add: Social Welfare Surcharge @ 10% on ` 1,20,000 (B) 12,000 
Value for computing integrated tax 13,32,000 
Integrated tax @ 12% (` 13,32,000 x 12%) - (C) 1,59,840 
Customs duty and integrated tax payable [(A) +(B)+ (C)] 2,91,840 
 

 

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 materials 
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. 
 
Solution: 

The facts of the case are similar to the case of BPL Display Devices Ltd. v. CCEx., Ghaziabad (2004) 174 
ELT 5 (SC) wherein the Supreme Court has held that the benefit of the notifications cannot be denied in 
respect of goods which are intended for use for manufacture of the final product but cannot be so used due to 
shortage or leakage. 

The Apex Court has held that no material distinction can be drawn between loss on account of leakage and 
loss on account of damage. The benefit of said exemption cannot be denied as inputs were intended for use 
in the manufacture of final product but could not be so used due to shortage/leakage/damage. It has been 
clarified by the Supreme Court that words “for use” have to be construed to mean “intended for use”. 

Therefore, the importer can claim the benefit of the notification in respect of the entire lot of the inputs 
imported including those that were damaged in transit. 
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3. M/s. XYZ, a 100% export oriented undertaking (100% E.O.U. in short) imported DG sets and furnace oil 
duty free for setting up captive power plant for its power requirements for export production. This 
benefit was available vide an exemptions notification. They used the power so generated for export 
production but sold surplus power in domestic tariff area. 

Customs Department has demanded duty on DG sets and furnace oil as surplus power has been sold 
in domestic tariff area. The notification does not specifically restrict the use of imported goods for 
manufacture of export goods. 

Do you think the demand of the Customs Department is valid in law. 
 
Solution: 

The facts of the case are similar to the case of Commissioner v. Hanil Era Textile Ltd. 2005 (180) ELT A044 
(SC) wherein the Supreme Court agreed to the view taken by the Tribunal that in the absence of a restrictive 
clause in the notifications that imported goods are to be solely or exclusively used for manufacture of goods 
for export, there is no violation of any condition of notification, if surplus power generated due to unforeseen 
exigencies is sold in domestic tariff area. 

Therefore, no duty can be demanded from M/s XYZ for selling the surplus power in domestic tariff 
area for the following reasons: 

(i) They have used the DG sets and furnace oil imported duty free for generation of power, and 

(ii) such power generated has been used for manufacturing goods for export, and 

(iii) only the surplus power has been sold, as power cannot be stored. 
 

4. 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. 
 
Solution: 
The given proposition is correct i.e., goods produced in India, which were earlier exported and thereafter 
imported into India will be treated at par with other goods imported into India [Section 20 of the Customs Act, 
1962].  
 
However, the following concessions are being provided in this regard: 

(i) Maximum import duty will be restricted to duty drawback or refund availed or integrated tax not paid at the 
time of export. 

(ii) Where the goods were originally exported for repairs, the duty on re- importation is restricted to the fair 
cost of repairs including cost of materials used in repairs whether such costs are actually incurred or not, 
insurance and freight charges, both ways done abroad. 
 
The above two concessions are given subject to the condition that: 
(a) the re-importation is done within 3 years or 5 years if time is extended. 
(b) the exported goods and re-imported goods must be the same. 
 

(iii) When exported goods come back for repairs and re-export, the re- imported goods other than the 
specified goods can avail exemption from paying of import duty subject to the following 
conditions: 

(a) the re-importation is for repairs only 

(b) the time limit is 3 years. In case of Nepal, such time-limit is 10 years. 

(c) the goods must be re-exported after repairs 

(d) the time limit for export is 6 months (extendable to one year). 
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CLASS NOTES 
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Type of Custom Duties 

 
 

Basic Customs Duty levied u/s 12 of Customs Act. 

 
As per Section 12 of Customs Act, 1962, Basic Customs Duty [BCD] can be levied on the value of goods. 
Section 2 of the Customs Tariff Act, 1975 provides the rate of duty to be applied on the value of goods. Basically 
Section 2 of the Customs Tariff Act, 1975 provides following 

 
First Schedule    -   Goods liable for import duty 
Second Schedule   -   Goods liable for export duty 
 

The rate of basic customs duty is specified in Customs Tariff Act, read with relevant exemption notification. 
Generally, Basic Customs Duty is 10%. 
 
Assessable Value for computing BCD is Transaction Value under Section 14(1)/Tariff Value determined 
under Section 14(2). 
 
Generally, BCD is levied at standard rate of duty but if certain conditions are satisfied (below), the 
importer can avail the benefit of preferential rate of duty on imported goods.  
 
Conditions for availing the benefit of preferential rate of duty:  

(a) Specific claim for preferential rate must be made by the importer 

(b) Import must be from preferential area as notified by the Central Government 

(c) The goods should be produced/manufactured in such preferential area. 

 
EDUCATION CESS & SECONDARY AND HIGHER EDUCATION CESS 

 
Education Cess (EC) 
 
Levied on Imported goods 

Rate of cess 2% on aggregate of customs duties leviable on such goods 

Duties to be excluded 
for computing this 
cess 

IGST & GST Compensation Cess 

SHEC and EC itself 

Duties leviable under Section 8B/9/9A 

 

  

 Custom Act, 1962 Custom Tariff Act, 1975 Finance Act 

Sec 12 -    Basic Custom Duty Sec 3(7) -  IGST 

Sec 3(9) -  GST Compensation Cess 

Sec 6(1) -  Protective Duty 

Sec 8B   -  Safe Guard Duty 

Sec 9     -  CVD on Subsidized Articles 

Sec 9A  -  Anti -Dumping Duty 

FA 2004- Education Cess @2%   

FA 2007- SHEC @1% 

SWS @10% in place of above 

CESS. 

(Not applicable in case of 

exports) 
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Secondary and Higher Education Cess (SHEC) 

Levied on Imported goods 

Rate of cess 1% on aggregate of customs duties leviable on such goods 

Duties to be excluded 
for computing this 
cess 

IGST & GST Compensation Cess 

SHEC and EC itself 

Duties leviable under Section 8B / 9 / 9A 

 
SOCIAL WELFARE SURCHARGE (W.e.f. 02/02/2018) 

 

A. It is a levy introduced by Finance Act 2018 on all imported goods with effect from February 2, 2018 in place 

of EC. 

 

B. It is for purposes of the Union & a duty of Customs. 

 

C. It is levied on the goods specified in the First Schedule to the Customs Tariff Act, 1975, being the goods 

imported into India, to fulfil the commitment of the Government to provide and finance education, health 

and social security. 

 

D. The Social Welfare Surcharge shall be calculated at the rate of 10% on the aggregate of duties, taxes and 

cesses (excluding IGST & GST CESS) which are levied and collected by the Central Government under 

section 12 of the Customs Act, 1962 and in the same manner as, a duty of customs, but not including: 

(a)   the safeguard duty referred to in sections 8B and 8C of the Customs Tariff Act; 

(b)   the countervailing duty referred to in section 9 of the Customs Tariff Act; 

(c)   the anti-dumping duty referred to in section 9A of the Customs Tariff Act; 

(d)   the Social Welfare Surcharge on imported goods levied 

 

E. The assessable value for SWS shall therefore be the same as that of the EC.  

 

F. The Social Welfare Surcharge on imported goods shall be in addition to any other duties of customs or tax 

or cess chargeable on such goods, under the Customs Act, 1962 

 

G. Notifications 11/2018-Cus and 12/2018-Cus, both dated 02.02.2018 exempt SWS on the listed items 

partially or fully. 

 
 

Integrated Goods and Services Tax (IGST) [Section 3(7)] 
 

� IGST (Integrated Goods and Services Tax) is a component under GST law, which is levied on goods being 

imported into India from other country. It has been subsumed various customs duties including 

Countervailing Duty (CVD) and Special Additional Duty of Customs (SAD).  

 

� In the GST regime, IGST will be levied on imports by virtue of sub - section (7) of Section 3 of the Customs 

Tariff Act, 1975. IGST wherever applicable, would be levied on cargo that would arrive on or after 1st 

July, 2017.  

 

� It may also be noted that IGST would also be levied on cargo which has arrived prior to 1st July but a bill of 

entry is filed on or after 1st July 2017. Similarly ex-bond bill of entry filed on or after 1st July 2017 would 

attract IGST, as applicable.  

 

� In the case where cargo arrival is after 1st July and an advance bill of entry was filed before 1st July along 

with the payment of duty, the bill of entry may be recalled and reassessed by the proper officer for levy 

of IGST as applicable. 
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� The value of the imported article for the purpose of levying IGST shall be, assessable value plus Basic 

Customs Duty levied under the Act, and any sum chargeable on the goods under any law for the time 

being in force, as an addition to, and in the same manner as, a duty of customs. These would include 

EC or SWS as well as anti - dumping and safeguard duties. 

 

� Any article which is imported into India shall, in addition, be liable to integrated tax at such rate, not 

exceeding 40% as is leviable under section 5 of Integrated Goods and Services Tax Act, 2017 on a 

like article on its supply in India, on the value of the imported article as determined under sub-section 

(8) or sub-section (8A). 

GST Compensation Cess [Section 3(9)] 

 

� Under GST regime, Compensation Cess will be charged on luxury products like high-end cars and 

demerit commodities like pan masala, tobacco and aerated drinks for the period of 5 years in order to 

compensate states for loss of revenue. 

 

� GST Compensation cess, wherever applicable, would be levied on cargo that would arrive on or after 1st 

July, 2017. Similarly ex-bond bill of entry filed on or after 1st July 2017 would attract GST Compensation 

cess, as applicable.  

 

� In the case where cargo arrival is after 1st July and an advance bill of entry was filed before 1st July along 

with the payment of duty, the bill of entry may be recalled and reassessed by the proper officer for levy of 

GST compensation Cess, as applicable  

 

� The value of the imported article for the purpose of levying IGST & GST Compensation cess shall be, 

assessable value plus Basic Customs Duty levied under the Act, and any sum chargeable on the goods 

under any law for the time being in force , as an addition to, and in the same manner as, a duty of customs. 

These would include education cess or higher education cess as well as anti - dumping and 

safeguard duties.  

 

� Input tax credit be availed on IGST & GST Compensation Cess paid on inward supplies:  

Yes, input tax credit can be availed on IGST & GST Compensation Cess paid on inward supplies of the 

imported goods.  

 

However, the credit of GST Compensation Cess paid can be utilized only towards payment of the 

GST Compensation Cess liability. IGST can be utilized in the payment of IGST, CGST, SGST/UTGST. 

 

� In cases where imported goods are liable to Anti-Dumping Duty or Safeguard Duty, calculation of Anti - 

Dumping Duty or Safeguard duty would be as per the respective notification issued for levy of such duty. It is 

also clarified that Value for calculation of IGST as well as Compensation Cess shall also include Anti 

- Dumping Duty amount and Safeguard duty amount. 

 

� The inclusion of anti - dumping duties and safeguard duty in the value for levy of IGST and Compensation 

Cess is an important change. These were not hitherto included in the value for the levy of additional duty of 

customs (CVD) or Special Additional Duty (SAD).  

 

� The IGST paid shall not be added to the value for the purpose of calculating Compensation Cess.  

 

� Any article which is imported into India shall, in addition, be liable to the goods and services tax 

compensation cess at such rate, as is leviable under section 8 of the Goods and Services Tax 

(Compensation to States) Cess Act, 2017 on a like article on its supply in India, on the value of the 

imported article as determined under sub-section (10) or sub-section (10A).   
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Steps for computation of Custom Duties including GST 
 
S.No. Particulars ` 

(1) 

 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

 

Assessable value for computing BCD [Transaction value under Section 14(1)/Tariff 

value under Section 14(2)] 

Basic Custom Duty [(1) × Rate of BCD]                            

Education cess @ 2% of (2)    SWS@10% of (2) 

Secondary and higher education cess @ 1% of (2)       

Total Value [(1)+(2)+(3)+(4)] for the purpose of Levy GST 

IGST [(5) * IGST Rate] 

GST Compensation Cess [(5) * Cess Rate] 

Total Value of Imports  

Total Custom Duty Payable – [(2) + (3) + (4) + (6) + (7)] 

Xxxx 

 

Xxxx 

Xxxx 

xxxx 

Xxxx 

xxxx 

xxxx 

xxxx 

xxxx 

 
 
Question: 
What is GST Compensation Cess?  

[CMA INTER RTP DEC 2018] 
 

Solution: 
Under GST regime, Compensation Cess will be charged on luxury products like high-end cars and demerit 
commodities like pan masala, tobacco and aerated drinks for the period of 5 years in order to compensate 
states for loss of revenue. 
 
In the GST regime, GST Cess will be levied on imports by virtue of sub - section (9) of Section 3 of the Customs 
Tariff Act, 1975. 

GST Compensation cess, wherever applicable, would be levied on cargo that would arrive on or after 1st July, 
2017. Similarly ex-bond bill of entry filed on or after 1st July 2017 would attract GST Compensation cess, 
as applicable.  

In the case where cargo arrival is after 1st July and an advance bill of entry was filed before 1st July along with 
the payment of duty, the bill of entry may be recalled and reassessed by the proper officer for levy of GST 
compensation Cess, as applicable. 

The value of the imported article for the purpose of levying GST Compensation cess shall be, assessable value 
plus Basic Customs Duty levied under the Act, and any sum chargeable on the goods under any law for 
the time being in force, as an addition to, and in the same manner as, a duty of customs. These would 
include EC or SWS as well as anti - dumping and safeguard duties. 

Input tax credit can be availed on GST Compensation Cess paid on inward supplies of the notified goods. 
However, the credit of GST Compensation Cess paid can be utilized only towards payment of the GST 
Compensation Cess liability. 
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SECTION 6: Protective Duties 

 
Reason for imposition: 
Where the CG, upon a recommendation made to it in this behalf by the Tariff Commission is satisfied that 
the circumstances exist which rendered it necessary to take immediate action to provide for the protection of 
the interests of any industry established in India. 
 
Amount of Duty: 
The CG may, by notification, impose on any goods imported into India in respect of which the said 
recommendation is made, a duty of customs of such amount, not exceeding the amount proposed in the said 
recommendation, as it thinks fit. 
 
Nature of Duty: 
Every such duty imposed shall be deemed to have been specified in the first Schedule 
 
Period of Duty: 
CG may specify the period up to which protective duty shall in force, reduce or extend such period, reduce or 
increase the effective rate. 
 

 
Question: 

What is Protective Duties in customs?       [ICMAI Past Question] 
 

Solution: 

Protective duty is a duty imposed on imported goods for the protection of the interests of any industry established 
in India on the recommendation of Tariff Commission. The Central Government on the recommendation of the 
Tariff Commission of India levy protective duty for protection of interest of domestic industry established in India. 
To impose protective duties, the Central Government has to introduce a bill and get it passed in the 
Parliament. The duty is effective only and inclusive of the date, if any, specified in the First Schedule of the Tariff. 
The Central Government has the power to reduce or increase such duty where it deems fit by a notification in 
the Official Gazette and get the approval of the same in the Parliament. 
 
 

SECTION 8B: Safeguard Duty 

 
1. As per provisions of Section 8B of the CTA, the CG may by notification, impose this duty when after 

conducting an enquiry it is satisfied that any article is imported into India in such increased quantity so as 
cause serious injury to domestic industry. 
 

2. It can provide adequate protection to the indigenous industry against competition from the world players.  
 

3. CG may exempt such quantity of any article as it may specify in the notification from payment of whole or part 
of the safeguard duty leviable.  
 

4. Provisional Safeguard Duty Pending Enquiry:   

� Pending final determination of injury, safeguard Duty may be imposed provisionally for a maximum 

period of 200 days from the date when it was first imposed. 

� It shall be refundable if it is not finalized within 200 days.  

� The provisional duty collected shall be refundable if it is finally determine that such import shall not 

cause injury to domestic industry. 
 

5. Period of Imposition:  
 

� Initially, it can be imposed for a maximum period of 4 Years (including the period of provisional 

imposition). 

� However, the Central Government reserves the right for its extension but total period of imposition 

cannot be beyond 10 years from the date of its imposition. 
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6. No Safeguard Duty on Articles Originating from Developing Countries:  
 

In case of articles originating from a notified developing country, this duty cannot be imposed under following 
circumstances - 

 

(a) If the imports of such article from that developing country does not exceed 3% of the total imports of 
that article into India. 
 

(b) Where the article is originating from more than one developing countries (each with less than or equal to 
three percent import share), then the aggregate of imports from all such countries taken together does 
not exceed 9% of the total imports of that article into India. 

 
7. No Safeguard Duty in certain cases: Unless specifically provided, the safeguard duty shall not be 

imposed on goods imported by a 100% EOU or unit located in Free Trade Zone/ Special Economic 
Zone. 

 

Question: 

When shall the safeguard duty under section 8B of the Customs Tariff Act, 1975 be not imposed? Discuss 

briefly.  

CMA FINAL RTP DEC 2018 

Answer: 

The safeguard duty under section 8B of the Customs Tariff Act, 1975 is not imposed on the import of the following 

types of articles: 

(i) 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;  

 

(ii) 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;  

 

(iii) Articles imported by a 100% EOU or units in a Free Trade Zone or Special Economic Zone unless 

the duty is specifically made applicable on them.  

Note: “developing country” means a country notified by the Central Government in the Official Gazette for 

the purposes of this section.  

 

Question: 

Determine the safeguard duty payable by Black Ltd., White Ltd., and Red Ltd., and Green Ltd. under 

section 8B of the Customs Tariff Act, 1975 from the following:  

Imports of Sodium Nitrite from developing and developed countries from 26th February, 2019 to 25th 

February, 2020 (both days inclusive) are as follows:  

Importer Country of Import ` ` ` ` in crores 
Black Ltd. 
White Ltd. 
Red Ltd. 
Green Ltd. 
Others 

Developing country 
Developing country 
Developing country 
Developing country 
Developed country 

66 
86 
52 
50 

2246 

 TOTAL 2500 
 

 Note: Safeguard duty 30%.  

CMA FINAL RTP DEC 2018 
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Answer: 

According to Section 8B of Customs Tariff Act, 1975, in case of articles originating from a developing country (i.e. 

a country notified by the Government of India for purpose of levy of such duty), this duty cannot be imposed under 

following circumstances, -  

(a) If the imports of such article from developing country does not exceed 3% of the total imports of that 

article into India. 

 

(b) Where the article is originating from more than one developing countries (each with less than three 

percent import share), then the aggregate of imports from all such countries taken together does not 

exceed 9% of the total imports of that article into India.  

 

Hence, the computation of Safeguard duty is as under —  

Computation of Safeguard duty payable by Black Ltd., White Ltd., and Red Ltd., and Green Ltd.:  

Importer Country of Import `̀̀̀ in crores % of imports 

Black Ltd. 
White Ltd. 
Red Ltd. 
Green Ltd. 
Others 

Developing country 
Developing country 
Developing country 
Developing country 
Developed country 

66 
86 
52 
50 

2246 

2.64% 
 

2.08% 
2% 

 
3.44% 

 TOTAL 2500 6.72% 3.44% 
 

Safeguard duty is as follows:  

Importer `̀̀̀ in crores Safeguard duty `̀̀̀ in crores 
Black Ltd. 66 30% - 

White Ltd. 86 30% 25.80 

Red Ltd. 52 30% - 

Green Ltd. 50 30% - 

 

Articles originating from more than one developing countries (each with less than 3% import share), then the 

aggregate of imports from all such countries taken together does not exceed 9% (i.e. in the given case 6.72%) of 

the total imports of that article into India.  

Therefore, Safeguard duty is not applicable to Black Ltd., Red Ltd., and Green Ltd. 

Question: 

Determine the safeguard duty payable by X Ltd., under section 8B of the Customs Tariff Act, 1975 from 

the following: X Ltd imported Sodium Nitrite from a developing country from 26th February, 2019 to 25th 

February, 2020 (both days inclusive) `̀̀̀ 50 crores. Total imports of Sodium Nitrite (including developing 

country) is `̀̀̀ 2,500 crores.  

 

Note: Safeguard duty is @ 30%.  

 

Whether your answer is different in case of import of Sodium Nitrite from a developing country `̀̀̀ 80 

crores? 

 

Solution: 

Since, import from a developing country (`̀̀̀ 50 crores) does not exceeds 3% (i.e. 2% only) of total import (`̀̀̀ 2,500 

crores) of that article in to India, Safeguard duty is Nil.  

 

In case of import of Sodium Nitrite from a developing country `̀̀̀ 80 crores  

In this case, safeguard duty will be payable by X Ltd. Since, import from a developing country exceeds 3% (i.e. 

3.2%) 

                                     Safeguard duty = `̀̀̀ 24 crores (i.e. `̀̀̀ 80 crores x 30%)  
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Question: 

Determine the safeguard duty payable by X Ltd., Y Ltd., Z Ltd. and A Ltd. under section 8B of the Customs 

Tariff Act, 1975 from the following: Import of Sodium Nitrite from developing and developed countries 

from 26th February, 2019 to 25th February, 2020 (both days inclusive) are as follows:  

Importer  Country of Import  `̀̀̀ in Crores 

X Ltd.  Developing Country 70  

Y Ltd.  Developing Country  72  

Z Ltd.  Developing Country 52  

A Ltd.  Developing Country 50  

Others  Developed Country 2,256  

Total   2,500  

 

Note: Safe-guard duty 30%.  

 

Solution: 

 

Importer  Country of Import  `̀̀̀ in Crores % of imports 

X Ltd.  Developing Country 70  2.8% 

Y Ltd.  Developing Country  72  2.88% 

Z Ltd.  Developing Country 52  2.08% 

A Ltd.  Developing Country 50  2% 

Others  Developed Country 2,256  

Total   2,500  9.76% 

 

Safeguard duty is as follows: 

 

Importer  `̀̀̀ in Crores  % of imports 

X Ltd.  21   70 × 30%  

Y Ltd.  21.60   72 × 30%  

Z Ltd.  15.60   52 × 30%  

A Ltd.  15   50 × 30%  

 

Note: 

Articles originating from more than one developing countries and imports from each developing country is less 

than 3%, safeguard duty can be imposed if imports from all such developing countries taken together 

exceeds 9% of total imports of that article in India. 
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Section 9:  CVD on Subsidized Articles 
 

1. Where any country or territory grant directly or indirectly, any subsidy, upon the exportation there from of 

any article (including any subsidy on transportation of such article), then, upon the importation of any such 

article into India, The CG may, imposing a countervailing duty not exceeding the amount of such subsidy. 
 

2. Provisional Duty:   

� Pending final determination of injury, Countervailing Duty on Subsidized Article may be imposed 
provisional till the time subsidy is not determined. 

� The provisional duty collected shall be refunded; If it is finally determining that provision duty was 
imposed, in excess of subsidy. 

 
 

3. Period of Imposition: 

� Initially, it can be imposed for a maximum period of 5 year (including the period of provisional basis) 

� Extension of said period is possible subject to the condition that total period of imposition shall be 

restricted to 10 Years. 
 

4. The importation may/may not directly from the country of manufacture/production 
 

5. The article, may be in the same condition as when exported from the country of manufacturer or production or 

may be changed in condition by manufacturer, production or otherwise. 
 

6. NEW - Where the Central Government, on such inquiry as it considers necessary, is of the opinion 

that circumvention of countervailing duty imposed under sub-section (1) has taken place, either  

a) by altering the description or name or composition of the article on which such duty has been 

imposed or  

b) by import of such article in an unassembled or disassembled form or  

c) by changing the country of its origin or export or i 

d) n any other manner, whereby the countervailing duty so imposed is rendered ineffective,  

it may extend the countervailing duty to such other article also.” 

Section 9A:  Anti-Dumping Duty 
 

1. Dumping is unfair trade practice and the anti-dumping duty is levied to protect Indian manufacturers from 
unfair competition. 

 

2. Levy of such anti-dumping duty is permissible as per WTO agreement. Anti dumping action can be taken 
only when there is an Indian industry producing ‘like articles’.  

 

3. Where any article is exported by an exporter to India at less than its normal value, then, upon the 
importation of such article into India, the Central Government may impose an anti-dumping duty. 

 

4. Dumping exists when a product is exported from one country to another country at an export price which is 
less than its normal value prevailing in the exporting country. The difference between the normal value 
and the export price is the dumping margin based on which the Anti Dumping Duty is imposed. 

 

5. Period of Imposition: 
a) The duty imposed under this section shall be in force for a period of 5 years from the date of its 

imposition  
b) And can be extended for a further period of 5 years. Total period shall be restricted to 10 Years. 
c) The antidumping duty shall not be leviable on articles imported by a 100% EOU unless specifically 

made applicable for such units. 
 

6. Provisional Duty  
a) Pending final determination of injury, Anti Dumping Duty may be imposed provisionally for 6 Months 
b) Even retrospective imposition on provisional basis is possible for maximum period of 90 Days. 
c) The provisional duty collected shall be refunded if it is finally determined that provisional duty was 

imposed in excess of actual margin of dumping. 
 

7. Dumping Duty for WTO Countries 
Section 9B of Customs Tariff Act provides restrictions on imposing dumping duties in case of imports from 
WTO countries or countries given ‘Most Favored Nation’ by an agreement. Dumping duty can be levied on 
import from such countries, only if Central Government declares that import of such articles in India causes 
material injury to industry established in India or materially retards establishment of industry in India. 
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WTO agreement permits levy of anti-dumping duty when it causes injury to domestic industry as a result of 
specific unfair trade practice by foreign producer, by selling below normal value. ‘Injury to domestic industry’ 
will be considered on basis of volume effect and price effect on Indian industry. There must be a ‘casual link’ 
between material injury being suffered by dumped articles and the dumped imports. 
 

Question: 

Chaintop Industries has challenged the imposition of anti-dumping duty retrospectively from the date 
prior to the date of imposition of anti-dumping duty on the grounds that it is unconstitutional. Explain 
whether it would succeed in its contention.  

[CA FINAL – May 2018 – 4 Marks] 

ANSWER: 

Section 9A of the Customs Tariff Act, 1975 provides that the anti-dumping duty can be imposed with 
retrospective effect provided the Government is of the opinion that:- 
 

� there is a history of dumping which caused injury or that the importer was, or should have been, aware 
that the exporter practices dumping and that such dumping would cause injury, and 
 

� the injury is caused by massive dumping of an article imported in a relatively short time, which in the light 
of timing and volume of the imported article dumped and other circumstances is likely to seriously 
undermine the remedial effect of the anti -dumping duty liable to be levied. 

 
The duty can be levied retrospectively by issuing a notification but not beyond 90 days from the date of 
notification. 
 
Thus, Chaintop Industries would succeed in its contention if all of the above conditions are not satisfied. 
 

Question: 

A commodity is imported into India from a country covered by a notification issued by the Central 

Government under Section 9A of the Customs Tariff Act, 1975.  

 

Following particulars are made available:  

CIF value of the consignment:  US$25,000  

Quantity imported:  500 kgs.  

Exchange rate applicable:  `̀̀̀ 60=US$1  

Basic customs duty:  12%  

SWS as applicable. 

 

As per the notification, the anti-dumping duty will be equal to the difference between the cost of 

commodity calculated @ US$70 per kg. and the landed value of the commodity as imported. Appraise the 

liability on account of normal duties, cess and the anti-dumping duty. Assume that only ‘basic customs 

duty’ (BCD) and SWS are payable. IGST @12% is also be applicable.  

[CMA MTP DEC 2018] 

Solution: 

Statement showing land value of imported goods and customs duties: 

Particulars  US $ CIF  

Assessable Value 25,000  

 Value in ` 

Assessable value (i.e. 25,000 x ` 60)  15,00,000 

Add: Customs duty 13.20% (including sws) on Assessable value    1,98,000 

Landed value (or value of imported goods)  16,98,000 

Anti-dumping duty (` 21,00,000 – ` 16,98,000)  4,02,000 

 [Market value of imported goods (500 kgs x ` 60 x US $70) = ` 21,00,000]   

Open Market Value  21,00,000 

Add: IGST @12% on ` 21,00,000 2,52,000  

Total  23,52,000 

 

Total customs duty payable is ` 8,52,000 (i.e. ` 1,98,000 + ` 4,02,000 + ` 2,52,000) 
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Exchange Rate & Duty Rate in case of Import or Export 
 

Date relevant for determination of Rate of Exchange [3
rd

 Proviso to Section 14(1)] 
 

(1) For imported goods, the conversion in value shall be done with reference to the rate of exchange prevalent 

on the date of filing bill of entry. 
 

(2) For export goods, the conversion in value shall be done with reference to the rate of exchange prevalent on 

the date of filing shipping bill or bill of export. 
 

Rate of exchange means the rate of exchange determined by the Board (CBIC). There are separate rates for 

imported goods (selling rate) and export goods (buying rate). 

Example:   
ABC Manufacturers have imported machinery from US worth $ 10,000. Determine the rate of exchange for 
the purpose of computation of customs duty from the following additional information: 
 

Particulars Date Exchange rate as 
notification by CBIC 

Exchange rate as notification 
by RBI 

Date of bill of entry  24.10.20XX `̀̀̀ 68 per US dollar `̀̀̀ 69 per US dollar 

Date of entry inward 20.10.20XX `̀̀̀ 70 per US dollar `̀̀̀ 71 per US dollar 
 
Solution: 
Exchange rate in the given case will be the rate of exchange notified by CBIC on the date of presentation of bill of 
entry i.e. 24.10.20XX 
 

Hence, the rate of exchange for the purposes of computation of customs duly will be `̀̀̀ 68 per US dollar 

 
Date for determining the rate of duty and tariff valuation of imported goods 

 

Section 15 prescribes the relevant date for determining the rate of duty and tariff valuation, if any applicable to 

any imported goods in the following manner: 

Case 
 

The rate of duty and tariff valuation shall be the rate and 
valuation in force on the 

 
Goods enter for the home consumption  Date on which a bill of entry in respect of such goods is 

presented OR Date of Entry Inwards of the Vessel is granted / 
Arrival of the Aircraft/Vehicles takes place; whichever is later 
 

Goods cleared  for the home consumption 
from the ware house 

Date on which a bill of entry [EX-bond] for home consumption of 
such goods is presented 
 

Any other case Date of payment of duty 

 

Example:  
Bill of entry is presented on 1.1.20XX, the vessel or aircraft arrives on 3.1.20XX. In this situation, relevant 
date for determination of the rate of import duty is 3.1.20XX because though for procedural purposes, the 
Bill of Entry was filed on 01.01.20XX, for the purpose of determining the rate of duty and tariff valuation of 
such goods, Bill of Entry will be deemed to have been filed on 03.01.20XX. 
 

Date of for determination of rate of duty and tariff valuation of export goods [Section 16]:  
 

Section 16 prescribes the relevant date for determining the rate of duty and tariff valuation, if any applicable to 

any Export Goods in the following manner: 
 

� In the case of goods entered for export under section 50, the date on which the proper officer makes an order 

permitting clearance and loading of the goods for exportation under section 51.  

 

� In the case of any other goods, the date of payment of duty. 

 

The provision of section 16 shall not apply to baggage and goods exported by post.  
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Question: 
An importer imported some goods for subsequent sale in India at $10,000 on Assessable value basis. 

Relevant exchange rate and rate of duty are as follows: 

 

Particulars Date Exchange rate Rate of Basic 

                                  declared by the CBIC Customs Duty 

Date of submission of bill of entry 25th February, 2020 `̀̀̀ 58/USD 10% 

 

Date of entry inwards 5th March, 2020 `̀̀̀ 58.75/USD 12% 

granted to the vessel 

 

Calculate Assessable value and Customs Duty in Indian rupees? (SWS as applicable). Ignore IGST. 

[CMA FINAL June 2018 – 4 MARKS] 

 

Answer:  
Relevant rate of duty for the imported goods is 12% (i.e. Date of submission of bill of entry or Date of entry 

inwards granted to the vessel whichever is later) 

 

Exchange Rate is `̀̀̀ 58 per USD (i.e. the rate of CBIC as on the date of submission of Bill of entry by the importer) 

 

Computation of Total Custom Duty: 

Assessable value = `̀̀̀ 5,80,000   (i.e. USD 10,000 × `̀̀̀ 58) 

Basic Customs Duty = `̀̀̀  69,600     (i.e. `̀̀̀  5,80,000 × 12%) 

SWS (10%) = `̀̀̀ 6,960        (i.e. `̀̀̀ 69,600 × 10%) 

Total Customs Duty = `̀̀̀ 76,560 

 

Question: 
Answer the following with reference to the provisions of section 14 of the Customs Act, 1962 and the 
rules made thereunder:  

 
Bill of entry was filed on 27.10.20XX. Will you apply the exchange rate notified by the Central Board of 
Excise and Customs on 25.9.20XX or notified on 25.10.20XX?  
 
Answer:  
The relevant exchange rate for imported goods is the rate which is in force on the date of presentation of bill of 
entry. CBIC declares the exchange rate applicable for a month which is generally notified in the preceding 
month.  
 
Therefore, in the given case, the bill of entry was submitted by the importer on 27.10.20XX. Hence, 
relevant exchange rate is the rate prevailing on 25.09.20XX.  

 
Case Study  
The shipping bill in respect of an export consignment was presented to the Customs Officer on 25th May 
20XX. The Customs Officer granted ‘entry outwards’ to the ship on 3rd June 20XX, the loading of the 
goods in the ship had commenced only after 17th June 20XX. A notification was issued by the 
Government of India under the Customs Act, 1962 exempting the export item from customs duty on 17th 
June 20XX. The assessee contends that since the loading of the goods in the ship had commenced after 
17th June 20XX, the export consignment is eligible for the benefit of the exemption notification. You are 
required to examine whether the contention of the exporter is justifiable in the law. 
 
Answer:  
As per Section 16 of the Customs Act, 1962, ‘Relevant Date’ for customs duty in connection with export of goods 
would be the rate which prevailed when “entry outwards” for the vessel which ultimately exported the goods 
was effected and subsequent change in the rate of duty would be irrelevant.  
 
In other words rate of duty as on the date of entry outwards was granted. The same view has been expressed 
by Hon’ble Supreme Court of India in case of Esajee Tayabally Kapasi (1995).  
 
Therefore, the assessee is not entitled to seek exemption under notification dated 17th June 20XX since 
the “entry outwards” had been made on 3rd June 20XX.  
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Manner of computing assessable value for levying Integrated tax [Section 3(8) of Customs Tariff Act]  
 

For the purposes of calculating the integrated tax on any imported article where such tax is leviable at any 

percentage of its value, the value of the imported article shall, notwithstanding anything contained in Section 

14 of the Customs Act, 1962, be the aggregate of—  

a. the value of the imported article determined under sub-section (1) of section 14 of the Customs Act, 1962 

or the tariff value of such article fixed under sub-section (2) of that section, as the case may be; and  

 

b. any duty of customs chargeable on that article under section 12 of the Customs Act, 1962, and any 

sum chargeable on that article under any law for the time being in force as an addition to, and in the same 

manner as, a duty of customs, but does not include the integrated tax referred to in section 3(7) of the 

Customs Tariff Act, 1975 or the goods and services tax compensation cess referred to in section 3(9) of 

the Customs Tariff Act, 1975.  

The assessable value for levying GST compensation cess is to be computed in the same manner as 

discussed above. [Section 3(10) of Customs Tariff Act]  

MANNER OF COMPUTING VALUE IN CASE OF WAREHOUSED GOODS  [Section 3(8A)]  
 

Where the goods deposited in a warehouse under the provisions of the Customs Act, 1962 are sold to any 

person before clearance for home consumption or export under the said Act, the value of such goods for the 

purpose of calculating the integrated tax under sub-section (7) shall be—  

a. where the whole of the goods are sold, the value determined under subsection (8) or the transaction value 

of such goods, whichever is higher; or  
 

b. where any part of the goods is sold, the proportionate value of such goods as determined under sub-

section (8) or the transaction value of such goods, whichever is higher.  

However, where the whole of the warehoused goods or any part thereof are sold more than once before such 

clearance for home consumption or export, the transaction value of the last such transaction shall be the 

transaction value for the purposes of clause (a) or clause (b).  

Further, in respect of warehoused goods which remain unsold, the value or the proportionate value, as the 

case may be, of such goods shall be determined in accordance with the provisions of sub-section (8).  

For the purposes of this sub-section, the expression “transaction value”, in relation to warehoused goods, means 

the amount paid or payable as consideration for the sale of such goods.  

The value for levying GST compensation cess in case of warehoused goods is to be computed in the same 

manner as discussed above. [Section 3(10A) of Customs Tariff Act] 
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Applicability of Integrated Goods and Services Tax (integrated tax) on goods supplied while being 

deposited in a customs bonded warehouse – Circular No. 3/1/2018 – IGST 

 

A. It is seen that the “transfer/sale of goods while being deposited in a customs bonded warehouse” is 

a common trade practice whereby the importer files an into-bond bill of entry and stores the goods 

in a customs bonded warehouse and thereafter, supplies such goods to another person who then 

files an ex-bond bill of entry for clearing the said goods from the customs bonded warehouse for 

home consumption. 

 

B. It may be noted that as per sub-section (2) of section 7 of the Integrated Goods and Services Tax 

Act, 2017 (hereinafter referred to as the “IGST Act”), the supply of goods imported into the 

territory of India, till they cross the customs frontiers of India, is treated as a supply of goods in 

the course of inter-State trade or commerce. Further, the proviso to subsection (1) of section 5 of 

the IGST Act provides that the integrated tax on goods imported into India would be levied and 

collected in accordance with the provisions of section 3 of the Customs Tariff Act, 1975 (hereinafter 

referred to as the “CTA”). Thus, in case of supply of the warehoused goods, the point of levy would 

be the point at which the duty is collected under section 12 of the Customs Act, 1962 (hereinafter 

referred to as the “Customs Act”) which is at the time of clearance of such goods under section 68 

of the Customs Act. 

 

C. It may also be noted that sub-section (8A) has been inserted in section 3 of the CTA vide Finance 

Act, 2018,with effect from 31st March, 2018, so as to provide that the valuation for the purpose of 

levy of integrated tax on warehoused imported goods at the time of clearance for home 

consumption would be either the transaction value or the value as per sub-section (8) of section 3 

of the CTA (i.e. valuation done at the time of filing the into-bond bill of entry), whichever is 

higher. 

 

D. It is therefore, clarified that integrated tax shall be levied and collected at the time of final 

clearance of the warehoused goods for home consumption i.e., at the time of filing the ex-bond bill 

of entry and the value addition accruing at each stage of supply shall form part of the value on 

which the integrated tax would be payable at the time of clearance of the warehoused goods for 

home consumption.  

 

In other words, the supply of goods before their clearance from the warehouse would not be 

subject to the levy of integrated tax and the same would be levied and collected only when the 

warehoused goods are cleared for home consumption from the customs bonded warehouse. 

 

This Circular would be applicable for supply of warehoused goods, while being deposited in a 

customs bonded warehouse, on or after the 1
st

 of April, 2018. 
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Example on Safeguard Duty:  

Determine the customs duty payable under the Customs Tariff Act, 1975 including the safeguard duty of 

30% under section 8B of the said Act with the following details available on hand: 

Assessable value (including landing charges) of Sodium Nitrite 
imported from a developing country from 26th February, 2020 to 25th 
February, 2020 (both days inclusive)  
 

` 30,00,000 
 

Share of imports of Sodium Nitrite from the developing country against 
total imports of Sodium Nitrite to India  
 

4% 
 

Basic custom duty 10% 
 

Integrated tax under section 3(7) of the Customs Tariff Act, 1975. 12% 
 

Social welfare surcharge 10% 

Note: Ignore GST compensation cess 

Answer: 

Computation of customs duty and integrated tax payable thereon 

Particular Amount (`̀̀̀) 

Assessable value of sodium nitrite imported 30,00,000 

Add: Basic custom duty @ 10% (` 30,00,000 × 10%) 3,00,000 

Safeguard duty @ 30% on ` 30,00,000 [Safeguard duty is imposable in the 
given case since share of imports of sodium nitrite from the developing 
country is more than 3% of the total imports of sodium nitrite into India 
(Proviso to section 8B(1) of the Customs Tariff Act, 1975)] 

9,00,000 

Social welfare surcharge @ 10% x ` ` ` `  3,00,000 30,000 

Total 42,30,000 

Integrated tax leviable under section 3(7) of Customs Tariff Act (` 42,30,000 
× 12%) [Note] 

5,07,600 

Total customs duty payable (`̀̀̀    3,00,000 + ` ` ` ` 9,00,000 +  ` ` ` ` 30,000 +              

`̀̀̀ 5,07,600)   

17,37,600 

 

Note: It has been clarified by DGFT vide Guidance note that value for calculation of integrated tax shall also 

include safeguard duty amount. 
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Clarification regarding taxability of goods imported under lease (vide Notification No. 34/2019 Customs, 

dated 30-09-2019) 

 

In respect of goods imported on temporary basis, aircrafts, aircraft engines and other aircraft parts imported 

into India under a transaction covered by item 1(b) or 5(f) of Schedule II of the CGST Act, 2019 are exempted 

from IGST under Customs Act, 1962.  

 

Similarly, rigs and ancillary items imported for oil or gas exploration and production taken on lease by the 

importer for use after import have also been exempted from IGST.  

 

Subsequently, all goods vessels, ships (other than motor vehicles) imported under lease, by the importer for use 

after importation, were also exempted from IGST.  

 

This exemption is available only if the importer, by the execution of bond, in such form and for such sum 

as may be specified by the Commissioner of Customs, binds himself:  

a. to pay IGST under section 5(1) of the IGST Act, 2017 on supply of service covered by item 1(b) or 5(f) of 

Schedule II of the CGST Act, 2017;  

b. not to sell or part with the goods, without the prior permission of the Commissioner of Customs of the 

port of importation;  

c. to re-export the goods within 3 months of the expiry of the period for which they were supplied under a 

transaction covered by time 1(b) or 5(f) of Schedule II of CGST Act, 2017  

d. to pay on demand an amount equal to the IGST payable on the said goods but for the exemption under 

this Notification in the event of violation of any of the above conditions.  
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Valuation in Customs 
 
The manner in which duties of customs are charged on goods imported into India (import duty) or goods exported 

from India (export duty) is basically either by way of – 

(a) A specific duty based on the quantity of the goods like `̀̀̀ 1000 per metric tons of steel or 

(b) Ad valorem, namely expressed as percentage of the value of the goods i.e. 40% ad valorem. etc. 

 

Concept of Value 

Section 2(41) of the Customs Act, 1962, defines “Value” in relation to any goods as the value thereof 

determined in accordance with the provisions of sub-section (1) or sub-section (2) of section 14. 

 

Valuation of Goods [Section 14] 
 

SECTION 14 
 

 
 

Sec 14(1)  
AV=TV 

 Sec 14(2)  
AV=Tariff Value 

 
 

 
Section 14(1) 

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 transaction value of such goods, that is to say, the price 

actually paid or payable for the goods when sold for export to India for delivery at the time and place of 

importation, or as the case may be, for export from India for delivery at the time and place of exportation, where 

the buyer and seller of the goods are not related and price is the sole consideration for the sale subject to 

such other conditions as may be specified in the rules made in this behalf 

 

Further, such transaction value in the case of imported goods shall include, in addition to the price as aforesaid, 

any amount paid or payable for costs and services, including commissions and brokerage, engineering, design 

work, royalties and licence fees, costs of transportation to the place of importation, insurance, loading, 

unloading and handling charges to the extent and in the manner specified in the rules made in this behalf 

 

Provided further that the rules made in this behalf may provide for,- 

(i) the circumstances in which the buyer and the seller shall be deemed to be related; 

(ii) the manner of determination of value in respect of goods when there is no sale, or the buyer and the 

seller are related, or price is not the sole consideration for the sale or in any other case; 

(iii) the manner of acceptance or rejection of value declared by the importer or exporter, as the case may 

be, where the proper officer has reason to doubt the truth or accuracy of such value, and determination of 

value for the purposes of this section 
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Provided also that such price shall be calculated with reference to the rate of exchange as in force on the date on 

which a bill of entry is presented under section 46, or a shipping bill of export, as the case may be, is presented 

under section 50.  

 

Section 14(2) – Tariff Value 

Notwithstanding anything contained in sub-section (1), if the Board is satisfied that it is necessary or expedient so 

to do, it may, by notification in the Official Gazette, fix tariff values for any class of imported goods or export 

goods, having regard to the trend of value of such or like goods, and where any such tariff values are fixed, 

the duty shall be chargeable with reference to such tariff value 

 

The valuation of imported and export goods is governed by the provisions of section 14 of the Customs Act, 1962 

and the rules made thereunder. The Customs Valuation (Determination of Value of Imported Goods) Rules, 

2007 (CVR) contain the detailed provisions for arriving at the transaction value of the imported goods, on which 

the customs duty is levied.  

 

The Customs Valuation (Determination of Value of Imported Goods) Rules, 2007 

 
Rule 10(1) - Additions in ‘Transaction Value’ 
In determining the transaction value, there shall be added to the price actually paid or payable for the 
imported goods:  
 
(a) the following to the extent they are incurred by the buyer but are not included in the price actually paid or 

payable for the imported goods, namely- 
i. commissions and brokerage, except buying commissions; 
ii. the cost of containers which are treated as being one for customs purposes with the goods in 

question;  
iii. the cost of packing whether for labour or materials.  

 
(b) The value, apportioned as appropriate, of the following goods and services where supplied directly or 

indirectly by the buyer free of charge or at reduced cost for use in connection with the production and sale 
for export of imported goods, to the extent that such value has not been included in the price actually 
paid or payable, namely:- 

i. materials, components, parts and similar items incorporated in the imported goods; 
ii. tools, dies, moulds and similar items used in the production of the Imported goods; 

iii. materials consumed in the production of the imported goods; 
iv. engineering, development, art work, design work, and plans and sketches undertaken elsewhere 

than in India and necessary for the production of the imported goods 
 

(c) royalties and licence fees related to the imported goods that the buyer is required to pay, directly or 
indirectly, as a condition of the sale of the goods being valued, to the extent that such royalties and fees 
are not included in the price actually paid or payable; 

 

(d) The value of any part of the proceeds of any subsequent resale, disposal or use of the imported goods that 
accrues, directly or indirectly, to the seller; 

 

(e) all other payments actually made or to be made as a condition of sale of the imported goods, by the 
buyer to the seller, or by the buyer to a third party to satisfy an obligation of the seller to the extent that such 
payments are not included in the price actually paid or payable.   

 
Explanation 
Where the royalty, licence fee or any other payment for a process, whether patented or otherwise, is includible 
referred to in clauses (c) and (e), such charges shall be added to the price actually paid or payable for the 
imported goods, notwithstanding the fact that such goods may be subjected to the said process after 
importation of such goods. 
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Rule 10(2) 
Amended by Customs Valuation (Determination of Value of Imported Goods) Amendment Rules, 2017 

[Notification No. 91/2017-Customs (NT) dated 26th September 2017] 

For the purposes of sub-section (1) of section 14 of the Customs Act, 1962 and these rules, the value of the 

imported goods shall be the value of such goods, and shall include - 

a) The cost of transport, loading, unloading and handling charges associated with the delivery of the 

imported goods to the place of importation; 

b) the cost of insurance to the place of importation: 

 

Provided that where the cost referred to in clause (a) is not ascertainable, such cost shall be 20% of the 

free on board value [FOB Value] of the goods  

 

Provided further that where the FOB value of the goods is not ascertainable but the sum of FOB value of the 

goods and the cost referred to in clause (b) is ascertainable, the cost referred to in clause (a) shall be 20% of 

such sum 

 

Provided also that where the cost referred to in clause (b) is not ascertainable, such cost shall be 1.125% of 

FOB value of the goods 

 

Provided also that where the FOB value of the goods is not ascertainable but the sum of FOB value of the 

goods and the cost referred to in clause (a) is ascertainable, the cost referred to in clause (b) shall be 1.125% of 

such sum 

 

Provided also that in the case of goods imported by air, where the cost referred to in clause (a) is 

ascertainable, such cost shall not exceed 20% of FOB value of the goods 

 

Provided also that in the case of goods imported by sea or air and transshipped to another customs station 

in India, the cost of insurance, transport, loading, unloading, handling charges associated with such 

transshipment shall be excluded. 

 

Explanation 

The cost of transport of the imported goods referred to in clause (a) includes the ship demurrage charges on 
charted vessels, lighterage or barge charges.” 
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Statement Showing Computation of Assessable value for Imported Goods 

Value of Material (at ex-factory price) xxxx 

ADD:  Carriage/freight/insurance up to the port (sea/air) of shipment in the exporter’s country xxxx 

           Charges for loading on to the ship at the shipping port in the exporter’s country xxxx 

Free on Board (FOB) xxxx 

Add: If not included in the above [Rule 10(1)] xxxx 

         Commission and brokerage (except buying commissions) xxxx 

         Packing cost (except cost of durable and returnable packing) xxxx 

 Cost of engineering, development and plan or sketches (Undertaken outside India) xxxx 

 Royalties and license fee xxxx 

 Value of subsequent re-sale if payable to foreign supplier xxxx 

 Value of material supplied by the buyer free of cost xxxx 

FOB Value as per the Customs xxxx 

ADD:   Cost of freight if not specified @ 20% of FOB value as per Customs [Rule 10(2)] xxxx 

            Ship demurrage charges on chartered vessels [Rule 10(2)] xxxx 

            Lighterage or barge charges [Rule 10(2)] xxxx 

            Insurance if not specified @1.125% of FOB value as per Customs [Rule 10(2)] xxxx 

ASSESSABLE VALUE / Cost, Insurance and Freight (CIF) xxxx 

ADD: Unloading charges @ 1% on CIF xxxx 

ASSESSABLE VALUE xxxx 
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Treatment of the loading, unloading and handling charges under the amended provisions  

Under the amended provisions of rule 10(2) of CVR, the loading, unloading and handling charges associated with 

the delivery of the imported goods at the place of importation, shall no longer be added to the CIF value of the 

goods.   

 

The phrase “loading, unloading and handling charges” appearing in the amended rule is to be understood in 

context of Article 8(2) of the WTO Agreement which reads as “the cost of transport of the imported goods to 

the port or place of importation”. Thus, only charges incurred for delivery of goods “to” the place of 

importation (such as the loading and handling charges incurred at the load port) shall now be includible 

in the transaction value. 

 

Clarification issued by ICMAI dated 01/06/2018 

With reference to several queries received pertaining to customs valuation regarding consideration of landing 

charges @1%, it is hereby clarified with respect to Circular No. 39/2017-Customs dated 26th September 2017 

and Notification No. 91/2017-Customs (NT) dated 26th September 2017, the notional loading, unloading and 

handling charges @1% shall no longer be added to the CIF value. 
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QUESTION & ANSWER 
 

1. Question 
Explain briefly, how the following would be treated for purposes of valuation under Section 14 of the 
Customs Act, 1962 and the Customs Valuation Rules, 2007.  
(i) "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.  
(ii) "Demurrage charges" actually incurred by the importer of goods.  

 
Solution: 
Provisions relating to valuation of goods for purposes of customs duty are contained in Sec 14(1) read with 
Customs Valuation (Determination of Value of imported Goods) Rules, 2007. Rules provides for 
acceptance of "transaction value" as assessable value subject to adjustments provided in Rule 10. Rule 10 
states the various factors for which addition can be made while determining assessable value. No addition 
can be made for factors other than those stated in Rule 10.  
 
The treatment of given items has been discussed below keeping in mind the provisions of Rule 10:  
 
(i) "Dismantling charges" for removal of the machine before shipment: Rule 10 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 will cover up "dismantling charges" in the given situation.  
 

 In was 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.  

 
(ii) "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 of said rules provides for addition of "cost of transportation upto the place of importation". It 
specifically provides that such charges shall be includible as a part of "cost of transport" of imported 
goods.  

 
2. Question: 

Discuss the includibility or otherwise of following costs/payments in the assessable value of 
imported goods. If these are not already included in the invoice price. -  
(i) Buying commission;  
(ii) Interest on delayed payment  

 
Solution:  
The treatment of given items has been discussed below:  
 
(i) Buying Commission: 

Rule 10 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) "Interest on delayed payment": 

Rule 10 is the residuary clause which provides for the addition of any payment made by buyer to the 
exporter seller which is made as condition for sale of imported goods.  
 
However, it is clarified that interest on delayed payment shall not be includible, if the following 
conditions are satisfied:  

(i) Interest charges are shown separately in the invoice;  
(ii) The financing agreement is in writing and  
(iii) Price has not been influenced on account of interest charges,  
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3. Question: 
Discuss the includibility or otherwise to the assessable value of the following payments made by an 
importer to the overseas supplier of a second hand plant in India.  
(i) Fees for supervision of erection and commissioning of plant in India. For this purposes the 

foreign supplier deputed their technicians in India.  
(ii) Training charges paid to supplier, for imparting training to the Indian Company’s personnel, on 

how to use the equipment.  
 

Answer    
The treatment of given item has been discussed below:  
Rule 10 is the residuary clause which provides for the addition of any payment made by buyer to the exporter 
seller which is made as condition for sale of imported goods. However while making addition under the 
shelter of “residuary clause”. It shall be ensure that no addition is made for post-importation expenditure.  

 
(i) “Supervision Fee” in respect of erection and commission of imported plant in India:  

Supervision fees/charges in respect of erection and commissioning of imported plant in India are by 
nature of post-importation expenditure and thus shall not be included in the assessable value.  
 

(ii) “Training Charges” in respect of imparting training to importer company’s personnel:  
 Training Charges are by nature of post-importation expenditure and thus, shall not be included in the 

assessable 
 

4. Question: 
Following particulars are available in respect of certain goods imported into India:  

FOB price: US$30,000 Exchange rate: Notified by RBI `̀̀̀ 50 = US$ 1; Notified by CBIC `̀̀̀ 48 = US$ 1. 
Compute the assessable value as per the Customs Act, 1962 and the Customs Valuation 
(Determination of Value of Imported Goods) Rules, 2007.  

 
Answer:  \ 
The answer is as follows – 

FOB Price  $ 30,000  
Exchange rate notified by the CBIC (in force on date of presentation of bill of entry)  `̀̀̀ 48  
FOB price in Indian `̀̀̀   
Add: Cost of transport @ 20% of FOB, assuming it is unascertainable  
Add: Insurance  @ 1.125% of FOB, assuming it is unascertainable  

14,40,000  
2,88,000 

16,200 

Assessable Value  `̀̀̀ 17,44,200  

 
5. Question: 

A material was imported by air at CIF price of 5,000 US$. Freight paid was 1,500 US$ and insurance 
cost was 500 US$. The banker realized the payment from importer at the exchange rate of `̀̀̀    45 per 
dollar. CBIC notified the exchange rate as `̀̀̀ 44.50 per US$. Find the value of the material for the 
purpose of Levying duty.  

 
Answer:   
The answer is as follows – 

FOB Price [CIF $ 5000 - Freight $ 1500 - Insurance $ 500] $ 3,000.00  

Exchange rate notified by the CBIC (in force on date of presentation of bill of entry)  `̀̀̀    44.50  

 `̀̀̀ 

FOB price in Indian `̀̀̀ 1,33,500.00  

Add: Cost of transport @ 20% of FOB [Actual is 1,500 $; while in case of import by 
air, it cannot exceed 20% of FOB i.e. 20% of `̀̀̀    3000 = 600 $ × `̀̀̀    44.50] 

26,700.00  

Add: Insurance [Actual viz. 500 $ × `̀̀̀    44.50] 22,250.00  

Assessable Value  `̀̀̀ 1,82,450.00  
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6. Question: 
Find out the assessable value of the imported goods under the Customs Act, 1962:  

 Particular US $ 
1 Cost of the machine at the factory of the exporting country  10,000  
2 Transport charges incurred by the exporter from his factory to the port 

for shipment  
500  

3 Handling charges paid for loading the machine in the ship  50  
4 Buying commission paid by the importer  50  
5 Freight charges from exporting country to India  1,000  
6 Exchange rate to be considered:  1 $ = `̀̀̀    45 

 
 

Solution: 
FOB Price [Cost $10,000 + Transport in foreign country $500 + Handling in foreign 
country for loading goods in ship $ 50] [FOB comprises of all such charges upto 
the stage foreign supplier ships the goods and the risk is assumed by the 
importer] 

$ 10,550.00 

Exchange rate notified by the CBIC (in force on date of presentation of bill of entry)  `̀̀̀    45.00  

 
FOB price in Indian 
Add: Buying commission [Not includible in view of provisions of Rule 10] 
Add: Cost of transport under Rule 10( [1,000 $ × `  45] 
Add: Insurance under Rule 10 @ 1.125% of FOB, assuming it is unascertainable  

`̀̀̀ 
4,74,750.00  

NIL  
45,000.00 

5,340.94 

Assessable Value `̀̀̀ 5,25,090.94 

 
7. Question: 

Compute the assessable value from the following data:  
Particular  

Machinery imported   US $ 4000 
Accessories compulsorily supplied along with the machinery  US $ 1000 
Air freight  US $ 1200 
Insurance charges  Actuals not 

available 
Local agent's commission to be paid in Indian Currency  `̀̀̀ 9,300 
Transportation from Indian Airport to factory  `̀̀̀ 4,000 
(Exchange rate US $ 1 = `̀̀̀ 48. Provide explanation where necessary.   

 
Solution: 
FOB Price [$ 4,000 + Accessory $ 1000] [since accessory is compulsorily supplied 
along with article, it is chargeable in the same manner as the article] 

$ 5,000 

Exchange rate notified by the CBIC (in force)on date of presentation of bill of entry `̀̀̀48.00 
`̀̀̀  

FOB Price in Indian `̀̀̀ 
Add: Local agents commission  
FOB Value as per Custom 
Add: Cost of transport@ 20% of FOB [Actual is 1,200 $; while in case of import by air, 
it cannot exceed 20% of FOB i.e. 20% of 249,300] 
Add: Transport from airport to factory is a post-importation activity and not includible 
Add: Insurance under Rule 10 @ 1.125% of FOB, as it is unascertainable 

2,40,000.00 
9,300.00 

249,300.00 
49,860.00 

 
NIL 

2,804.63 

Assessable Value `̀̀̀ 3,01,964.63 
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8. Question: 
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 `̀̀̀ 1,500  

(ix) Transport charges from Mumbai Port to Cochin `̀̀̀ 25,000  

(x) Exchange rate to be considered: 1$ = `̀̀̀ 60  

 [CA FINAL – RTP MAY 2018] 

Solution: 
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 @ `̀̀̀ 60/ per $ `̀̀̀ 17,03,617.80 

Assessable value (rounded off) `̀̀̀ 17,03,618  

 

Notes: 

(1) The cost of transport, loading, unloading and handling charges associated with the delivery of the 

imported goods to the place of importation are includible in the assessable value [Rule 10(2)(a) of the 

Customs Valuation (Determination of Value of Imported Goods) 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)(iv) of the CVR]. 

 

(3) Buying commission is not included in the assessable value [Rule 10(1)(a)(i) of the CVR]. 

 

(4) If insurance cost is not ascertainable, the same shall be added @ 1.125% of FOB value of the goods 

[Third proviso to 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 [Sixth 

proviso to rule 10(2) of the CVR]. 

 



CMA - CUSTOM                                                                       SATC                                                                                      G.10 
 

  | SURAJ AGRAWAL TAX CLASS | LAXMI NAGAR | NEW DELHI | 011-47542530 | +91 85272 30445 | 

(6) By virtue of the amendment carried out in rule 10(2) of the CVR vide Notification No. 91/2017Cus. (NT) 
dated 26.09.2017, 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. [Circular No. 39 / 2017 Cus. 

dated 26.09.2017]. 

 

9. Question: 
Determine the assessable value of imported goods in the following cases: 

 

Case I 

Particulars US $ 

FOB value 1,000 

Freight,  loading,  unloading and  handling charges  associated  with Not known 

the delivery of the imported goods to the place of importation 

Insurance charges 10   

      

Case II         

 Particulars          US $   

 FOB value plus insurance charges       1,010   

 Freight,  loading,  unloading and  handling charges  associated  with  Not known  

 the delivery of the imported goods to the place of importation     

      

Case III      

 Particulars          US $   

 FOB value          1,000   

 Sea  freight,  loading,  unloading  and  handling  charges  associated  60   

 with the delivery of the imported goods to the place of importation     

 Insurance charges         Not known 

  

Case IV       

 Particulars          US $   

 FOB  value  plus  sea  freight  and  loading,  unloading  and  handling  1,060   

 charges associated with the delivery of the imported goods to the     

 place of importation     

 Insurance charges         Not known 

  

Case V       

 Particulars          US $   

 FOB value          1,000   

 Air freight, loading, unloading and handling charges associated with  250   

 the delivery of the imported goods to the place of importation     

 Insurance charges         10   

      

[CA FINAL – RTP MAY 2018] 

Solution: 
Rule 10(2) of the Customs (Determination of Value of Imported Goods) Rules, 2007 (CVR) has been 

substituted by a new sub-rule. The new sub-rule provides that for the purposes of sub-section (1) of section 

14 of the Customs Act, 1962 and these rules, the value of the imported goods shall be the value of such 

goods, and shall include - 

 

(a) the cost of transport, loading, unloading and handling charges associated with the delivery of the imported 

goods to the place of importation; 

 

(b) the cost of insurance to the place of importation: 
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Provided that where the cost referred to in clause (a) is not ascertainable, such cost shall be 20% of the free 

on board value of the goods. 

 

Provided further that where the free on board value of the goods is not ascertainable bu t the sum of free on 

board value of the goods and the cost referred to in clause (b) is ascertainable, the cost referred to in clause 

(a) shall be 20% of such sum: 

 

Provided also that where the cost referred to in clause (b) is not ascertainable, such cost shall be 1.125% of 

free on board value of the goods. 

 

Provided also that where the free on board value of the goods is not ascertainable but the sum of free on 

board value of the goods and the cost referred to in clause (a) is ascertainable, the cost referred to in clause 

(b) shall be 1.125% of such sum. 

 

Provided also that in the case of goods imported by air, where the cost referred to in clause (a) is 

ascertainable, such cost shall not exceed 20% of free on board value of the goods. 

 

Provided also that in the case of goods imported by sea or air and transshipped to another customs station in 

India, the cost of insurance, transport, loading, unloading, handling charges associated with such 

transshipment shall be excluded. 

 

Explanation- 

The cost of transport of the imported goods referred to in clause (a) includes the ship demurrage charges on 

charted vessels, lighterage or barge charges. 

 

In the backdrop of the above provisions, the assessable value in the various cases will be computed 

as under: 

 

Computation of assessable value 

Case I 

Particulars US $ 
FOB value plus insurance charges 1000 
Add: Cost   of transport,   loading,   unloading   and   handling   charges associated  
with  the  delivery  of  the  imported  goods  to  the  place  of importation  [20%  of  
sum  of  FOB  value  of  the  goods  in terms of second proviso to rule 10(2) of CVR]
  

200 

Cost of insurance [Includible in terms of rule 10(2)(b) of CVR] 10 
Assessable value [CIF value] 1,210 

      

Case II     

Particulars US $ 
FOB value plus insurance charges 1,010 
Add: Cost   of transport,   loading,   unloading   and   handling   charges associated  
with  the  delivery  of  the  imported  goods  to  the  place  of importation  [20%  of  
sum  of  FOB  value  of  the  goods  and  the  cost  of insurance in terms of second 
proviso to rule 10(2) of CVR]  

202 

Assessable value [CIF value] 1,212 
  

Case III     

Particulars US $ 
FOB value plus insurance charges 1000 
Add: Cost  of  sea  transport,  loading,  unloading  and  handling  charges associated  
with  the  delivery  of  the  imported  goods  to  the  place  of importation [Includible in 
terms of rule 10(2)(a) of CVR]  

60 

Insurance [1.125% of sum of FOB value of the goods in terms of third proviso to rule 
10(2) of CVR] 

11.25 

Assessable value [CIF value] 1,071.25 
Assessable value rounded off  1,071 
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Case IV        

Particulars US $ 
FOB value plus sea freight and loading, unloading and handling charges associated  
with  the  delivery  of  the  imported  goods  to  the  place  of importation 

1,060 
 

Add: Insurance  [1.125%  of  sum  of  FOB  value  of  the  goods  and  sea freight and 
loading, unloading and handling charges associated with the delivery of the 
imported goods to the  place of importation in terms of fourth proviso to rule 10(2) of 
CVR]  

11.925 

Assessable value CIF value 
Assessable value rounded off   

1071.925 
1,072 

 
   

Case V   

Particulars US $ 
FOB value  
Add: Cost  of  air  transport,  loading,  unloading  and  handling  c harges associated  
with  the  delivery  of  the  imported  goods  to  the  place  of importation  is  restricted  
to  20%  of  FOB  value  when  transportation  of goods is through air [Fifth proviso to 
rule 10(2) of CVR]  

1,000 
200 

Cost of insurance 
Assessable value [CIF value] 

10 
1,210 

 

10. Abhimanyu Enterprises, India imported a machine costing US $ 17,000 from George Corp., US 
through a vessel. Determine the assessable value of the said machine under the Customs Act, 1962 
with the help of the additional information given below: 

            US $ 

(i) Transport charges from the factory of George Corp. to the port for shipment 850 

(ii) Freight charges from US to India       1,700 

(iii) Handling charges paid for loading the machine in the ship    85 

(iv) Buying commission paid by Abhimanyu Enterprises     85 

(v) Exchange rate to be considered: 1$ = `̀̀̀ 60 

(vi) Actual insurance charges paid are not ascertainable 

[CA FINAL – RTP NOV 2018] 

Solution: 
Computation of assessable value of the imported machine 

 

Particulars US $  

Cost of the machine at the factory 17,000.00  

Transport charges up to port 850.00  

Handling charges at the port 85.00  

FOB 17,935.00  

    

Freight charges up to India 1,700.00  

Insurance charges @ 1.125% of FOB [Note 1] 201.77  

CIF 19,836.77  

CIF in Indian rupees @ ` 60/ per $ `̀̀̀ 11,90,206.13  

Assessable Value (rounded off) `̀̀̀ 11,90,206  

     

Notes: 

(1) Insurance charges have been included @ 1.125% of FOB value of the machine [Third proviso to rule 
10(2) of the Customs Valuation (Determination of Value of Imported Goods) Rules, 2007]. 

 

(2) Buying commission is not included in the assessable value [Rule 10(1) of the Customs Valuation 
(Determination of Value of Imported Goods) Rules, 2007]. 
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11. Question: 
From the under mentioned relating to import of product 'Minic' from New York, USA, to the Kochi 

Airport, by Mr. Prahalad, the importer: 

 

FOB value of the product $ 10,000 

Cost of transport, loading, unloading and handling charges associated $3,500 

with the delivery of the imported goods to the place of importation   

Insurance $ 1,000 

Unloading charges at Kochi Airport `̀̀̀ 24,800 

Basic customs duty 10% 

Exchange rate notified by RBI 1$ = `̀̀̀ 64.50 

Exchange rate notified by CBIC 1$ = `̀̀̀ 64 

Ascertain the assessable value and total tax and duty payable by Mr. Prahalad.  

[CMA INTER JUNE 2018 EXAM – 9 MARKS] 

Solution: 
Calculation of assessable value and total tax & customs duty payable 

FOB value of the product $10,000 

Cost of transport, loading, unloading and handling charges connected with the delivery $ 2,000 

of the imported goods to the place of importation, restricted to 20% of FOB  

Insurance (Actual) $ 1,000 

[if actual amount of insurance is known, the same is to be taken]  

CIF Value $ 13,000 

Unloading charges at Kochi airport (Not includible) Nil 

No landing charges are to be added to the CIF value in view of the amendment in rule  

10(2) of the CVR vide Notification No. 91/2017 - Cus. (NT) dated 26.09.2017.  

Exchange rate notified by CBIC 1$ = `̀̀̀ 64 is to be considered.  

Assessable value (13,000 × `̀̀̀ 64) `̀̀̀ 8,32,000 

Basic Customs Duty at 10% `̀̀̀ 83,200 

Add: SWS@10% `̀̀̀ 8,320 

Value for the purpose of levying integrated tax `̀̀̀ 9,23,520 

Add: Integrated tax leviable under Section 3(7) @ 12% `̀̀̀ 1,10,822.40 

Total Duty & Tax Payable `̀̀̀ 2,02,342. 

 

Note: Here, it is assumed that the product attracts IGST and the rate of IGST is 12%. 

 
12. Question: 

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 

(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 

 

 

Basic Customs Duty leviable 10% advalorem 

Integrated tax leviable under section 3(7) of the Customs Tariff Act, 1975 is 18%. 

 

Note: Ignore GST Compensation Cess. SWS as applicable. 

[CA FINAL MAY 2018 EXAM – 5 MARKS] 
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Solution: 
Computation of assessable value and customs duty payable 

Particulars ` 

CIF value of machine 4,23,379.69 

Unloading and handling charges at the place of importation [Note-1] Nil 

Freight from port of entry to ICD [Note-2] Nil 

Designing charges paid to consultancy firm in Mumbai [Note-3] Nil 

Assessable Value 4,23,379.69 

Add: Basic customs duty (BCD) @10%     42,337.97 

Add: SWS@10%             4,233.80 

Value for computing IGST 4,69,951.46 

IGST @ 18% 84,591.26 

Total duty and tax payable 1,31,163 
 

Notes:- 

1. Only charges incurred for delivery of goods “to” the place of importation are includible in the transaction 

value vide rule 10(2)(a) of Customs Valuation (Determination of Value of Imported Goods) Rules, 2007. 

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. 
 

2. In case of goods imported by sea and transshipped to another custom station in India, the cost of 

transport associated with such transshipment is excluded in terms of sixth proviso to rule 10(2) of 

Customs Valuation (Determination of Value of Imported Goods) Rules, 2007. 

 

3. Rule 10(1)(b)(iv) of Customs Valuation (Determination of Value of Imported Goods) Rules, 2007 provides 

that only the design and engineering work undertaken elsewhere than in India is includible in the 

assessable value. 

 
13. Compute the assessable value and total customs duty payable under the Customs Act, 1962 for an 

imported machine, based on the following information: 
Particulars US$ 

(i) Cost of the machine at the factory of the exporter 20,000 

(ii) Transport charges from the factory of exporter to port for shipment 800 

(iii) Handling charges paid for loading the machine in the ship 50 

(iv) Buying commission paid by the importer 100 

(v) Lighterage charges paid by the importer 300 

(vi) Freight and Insurance (1,000 + 200) incurred from port of entry to Inland 
Container Depot 1,200 

(vii) Ship demurrage charges 300 

(viii) Freight charges from exporting country to India [Insurance upto India is 
unascertainable] 4,000 

(ix) Loading, Unloading and Handling Charges (includes $ 100 incurred "at Indian 
port") 1,100 

Date of bill of entry 20.3.2020 : Rate of BCD 20% 

Exchange rate as notified by CBIC `̀̀̀ 60 per $ 

Date of entry inward 25.3.2020 : Rate of BCD 10% 

Exchange rate as notified by CBIC `̀̀̀ 65 per $ 

Integrated Goods and Services Tax (IGST) rate 12.00% 

GST Compensation Cess 10.00% 

[CMA INTER RTP DEC 2018] 
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Solution: 
Part 1: Computation of assessable value 

FOB Price [Item (i) + Item (ii) + Item (iii)]  

[FOB = Expenses upto loading of goods at foreign port] $20,850  

Add: Item (iv) i.e., Buying Commission is not includible — 

Customs FOB $20,850  

Add: Cost of transport and loading, unloading and handling charges:   

Item (v) Lighterage [Includible] $300  

Item (vi) Port to ICD (Cost of transshipment not includible] — 

Item (vii) Ship Demurrage [Includible] $300  

Item (viii) General Freight charges upto India $4,000  

Item (ix) Loading, Unloading and Handling Charges [they are includible on actual basis 

only "upto place of importation ". Hence, charges incurred "at" place of Indian 

port are not includible in customs value.] $1,000  

Add: Insurance [Not given, assumed 1.125% of Customs FOB] $234.56  

[Item (vi) Insurance of Port to ICD viz. transshipment not includible] — 

CIF or Assessable Value 26,684.56 

Exchange Rate [As applicable on date of filing of bill of entry] ` 60 per $ 

CIF or Assessable Value (in India `) 16,01,073.75 

 

Part 2: Computation of duty 

 

Duty 

Rate Total Amount 

Assessable Value — — 16,01,073.75 

Add: BCD [rate prevalent on date of presentation of bill 

of entry or date of entry inwards, whichever is later, is 

applicable. Therefore, rate prevalent on 25-3-2020 viz. 

10% shall be taken.] 10.00% 1,60,107.38 1,60,107.38 

Add: SWS @10% on BCD 10.00% 16,010.74 16,010.74 

Sub-total   1,76,118.12 17,77,191.87 

Add: IGST on sub-total above 12.00% 2,13,263.02 2,13,263.02 

        GST Cess on sub-total above 10.00% 1,77,719.19 1,77,719.19 

Total (rounded off to nearest rupee)   5,67,100 21,68,174 

Note: Out of this, credit would be allowed of IGST and GST Cess. 
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14. Question: 
TSM & Company Ltd. have imported a machine from U.K. Arrive at the assessable value for the 
purpose of customs duty payable:  

(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 valued: `̀̀̀ 20,000 
(vi) Insurance paid to the insurer in India: `̀̀̀ 5,000 
(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: `̀̀̀ 72.50 per U.K. Pound 

(ii) CBIC had notified for Section 14 of the Customs Act, 1962, exchange rate of: `̀̀̀ 70.25 per U.K. 

Pound 

(iii) Importer paid demurrage charges for delay in clearing machine from Airport: `̀̀̀ 5,000 
 (Make suitable assumptions wherever required and show workings with explanations). 

[CMA INTER RTP DEC 2018 EXAM] 
Solution: 

Computation of Assessable Value: 
FOB cost of the machine £ 10,000.00 

Exchange rate notified by CBIC ` 70.25 

  ` 

FOB price in Indian ` 7,02,500.00 

Add : License fee relating to imported goods payable by the buyer as a condition of 

sale @ 20% of FoB price [Includible in Value] 
1,40,500.00 

Add : Development work [Development work other than in India is includible] [£ 500 x 

` 70.25 = ` 35,125] 35,125.00 

Add : Materials and components supplied by the assessee-buyer (free of charge) 

[Includible] 
20,000.00 

Add: Buying commission paid to agent abroad [Not includible] NIL 

Customs FOB 8,98,125.00 

Add: Cost of transport and handling as follows —   

1. Normal cost: Actual is £ 3,000 x ` 70.25; but In case of import by air, it can't exceed 

20% of Customs FOB i.e. 20% of ` 8,98,125 
1,79,625.00 

2. Demurrage: cost of transport includes ship demurrage charges on chartered 

vessels. In this case, the import is by air. Hence, the demurrage charges cannot 

be included. 

Not included 

Add: Insurance [Assumed to be for import upto airport, hence, includible.] 5,000.00 

CIF or Assessable Value 10,82,750.00 
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15. M/s. Payel Industries Ltd., has imported certain equipment from Japan at an FOB cost of 2,00,000 yen 
(Japanese). The other expenses incurred by M/s. Payel Industries Ltd. in this connection are as 
follows:  

(i)  Freight from Japan to Indian Port Yen 20,000 
(ii)  Insurance paid to insurer in India (for the importation of the 

machine) 
`̀̀̀    15,000 

(iii) Designing charges paid to consultant in Japan Yen 30,000 
(iv) M/s. Payel Industries Ltd. had expended `̀̀̀    1,00,000 in India for 

certain developmental activities with respect to the imported 
machine.   

 

(v) Payel Industries Ltd., had incurred road transport cost from 
Mumbai port to their factory in Karnataka. 

`̀̀̀    30,000 

(vi) CBIC had notified for purposes of section 14 of the Customs Act 
exchange rate of 1 yen = `̀̀̀    0.65. 

 

(vii) The interbank exchange rate as announced by the authorized 
dealer was 1 yen = `̀̀̀    0.66 

 

(viii) M/s. Payel Industries Ltd. had effected payment based on 
exchange rate 1 yen = `̀̀̀    0.6545   

 

(ix) The commission payable to the agent in India was 5% of the FOB 
cost of the equipment in Indian rupees   

 

 

Arrive at the assessable value for purposes of valuation under the Customs Act, 1962 with brief notes 

wherever necessary for each of the adjustments at (i) to (viii) above.  

[CMA FINAL RTP DEC 2018] 

Solution: 
 

Computation of assessable value  

FOB cost Yen 2,00,000 
Add: Freight [WN-1] Yen 20,000 
Add: Design charges [WN-2] Yen 30,000 
Total (A) Yen 2,50,000 

Exchange rate to be applied is 1 yen = `̀̀̀    0.65, as notified by CBIC [WN-3] `̀̀̀     0.65  
Total sum in Indian    `̀̀̀ `̀̀̀    1,62,500.00 
Add: Commission to the Agent [5% of FOB value of goods] [WN-4] `̀̀̀    6,500.00  
Add: Developmental activities with respect to the imported machine [WN-5]  
 

- 

Add: Insurance charges [WN-6] `̀̀̀    15,000.00 
Total CIF Value/ Assessable value `̀̀̀    1,84,000.00  

 
 

Working Notes: 
a) Only the cost of transport of the imported goods up to the place of importation is includible for the 

purpose of valuation. Thus, transport cost from Mumbai port (place of importation) to the factory 

in Karnataka has not been included in the assessable value.  

b) Value of design work undertaken elsewhere than in India is includible in the value of the imported goods. 

c) Rate of exchange notified by the CBIC has been considered.  

d) Buying commission is not includible in the value of the imported goods. Since the agent's commission 

does not represent buying commission, hence, it is includible.  

e) Value of development work undertaken in India is not includible in the value of the imported goods. 

Hence, `̀̀̀    1,00,000 expended in India for developmental activities have not been considered. 

f) Insurance of the machine is includible in the assessable value.  
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16. Care Energy Ltd. imported a lift from England at an invoice price of `̀̀̀ 20,00,000. The assessee had 
supplied raw material worth `̀̀̀ 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 `̀̀̀ 25,000 and the cost incurred on transport of the 
lift from outer anchorage to the jetty were `̀̀̀ 50,000. The importer was also required to pay ship 
demurrage charges `̀̀̀ 10,000. The lift was imported at an actual cost of transport `̀̀̀ 45,000 and 
insurance charges `̀̀̀ 20,000. Compute its assessable value. 

[CMA Final RTP Jun 2018] 
Solution: 

                 Value in `̀̀̀ 

Value of Goods  = 20,00,000 
Add: Raw material supplied  = 5,00,000 
FOB  = 25,00,000 
Charges for unloading lift at the outer anchorage (It is not incurred at the port  
of importation) = 25,000 
Charges for bringing the goods from Outer anchorage to jetty is known  
as Barging/ lighterage or barge charges  = 50,000  
Ship demurrage on chartered vessels  
(i.e. Demurrage is payable when ship was not unloaded within specified time)  = 10,000  
Freight charges (Transport charges)  = 45,000  
Insurance charges  = 20,000  
 ------------------  
Cost, Insurance and Freight (CIF) / Assessable Value = 26,50,000 

 

17. An importer imported some goods on 1st January, 2020 and the goods were cleared from Mumbai 
port for warehousing on 8th January, 2020 by submitting Bill of Entry, exchange rate was ` ` ` ` 50 per US 
$. FOB value US $ 10,000. The rate of duty on 8th January, 2020 was 20%. The goods were 
warehoused at Pune and were cleared from Pune warehouse on 31st May, 2020, when rate of basic 
customs duty was 12% and exchange rate was ` ` ` ` 68.75 per 1US $. IGST @12% is applicable. You are 
required to find:  

(i) The total Customs duty payable.  
(ii) The interest if any payable.       

[CMA Final RTP Jun 2018] 
 

Solution: 

                                        USD 
FOB  10,000.00  
ADD: 20% Freight on FOB  2,000.00  
ADD: 1.125% Insurance on FOB           112.50  
CIF/Assessable Value  12,112.50  

                                                                                                                    `̀̀̀ 
Assessable Value in `̀̀̀ 6,05,625.00  (i.e. USD 12,112.50 x ` ` ` ` 50)  
Add: BCD 12%  72,675.00  (i.e. ` ` ` ` 6,05,625 x 12%)  
Add: SWS@10% 7,267.50  (i.e. `̀̀̀    72,675 x 10%)  
Transaction value subject to GST  6,85,567.50  

Add: IGST  82,268.10  (i.e. ` ` ` ` 6,85,567.50 x 12%)  
Value of import  7,67,836  
Value of Customs duties  1,62,211  
Interest:  

(i.e. ` ` ` ` 1,62,211 x 15% x 55/366)  
[24+29+31+30+31 – 90] 

                        ` ` ` ` 3,656  

 
18. IMP: Following particulars are available in respect of certain goods imported into India:  

CIF value:    US$10,000  

Exchange rate:   Notified by RBI  `̀̀̀    60 = US$1  

Notified by CBIC   `̀̀̀    58 = US$1 

Compute the following:  

(a) FOB value  

(b) Cost of insurance  

(c) Cost of freight and  

(d) Assessable value in rupees as per the Customs Act, 1962 and the Customs Valuation 

(Determination of Value of Imported Goods) Rules, 2007.  
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Solution: 

As per Rule 10(2) proviso 3 of the Customs Valuation (Determination of Value of Imported Goods) Rules, 

2007, where FOB value of goods and Cost of Insurance and Freight are not ascertainable, then the cost of 

insurance and transport shall be computed as follows:  

 

Particulars As per Rule 10(2) proviso 3 Working 
Cost of transport  
(i.e. Freight not known) 

20% x (FOB value + Cost of Insurance) CIF value x 20/120 

Insurance  
(i.e. not known) 

1.125% x (FOB value + Cost of transport) CIF value x 1.125/101.125 

FOB value CIF value – cost transport – cost of insurance  

 

CIF value in ` ` ` ` 5,80,000 (i.e. US $ 10,000 x ` ` ` ` 58)  

Sl. No. Particulars `̀̀̀ Working 

(a) FOB value = 4,76,881 (i.e. ` ` ` ` 5,80,000 – 96,667 – 6,452) 
(b) Cost of insurance= 6,452 (i.e. ` ` ` `  5,80,000 x 1.125/101.125) 
(c) Cost of transport = 96,667 (i.e. ` ` ` `  5,80,000 x 20/120) 
(d) Assessable value = 5,80,000  

 

 

19. Whether the assessable value of the warehoused goods which are sold before being cleared for 
home consumption should be taken as the price at which the original importer has sold the goods, 
before a Bill of Entry for home consumption is filed?  

 
Answer:  
Transaction value is defined to mean the price actually paid or payable for the goods when goods are sold for 
export to India for delivery at the time and place of importation. In the given case the goods are sold after 
being warehoused, therefore, it cannot be said that export of goods is not complete.  
 
Therefore, the sale of warehoused goods cannot be considered as sale for export to India (vide CBIC 
Circular No. 11/2010, dated 3.6.2010).  Hence, the price at which the imported goods are sold after 
warehousing them in India does not qualify to be the transaction value as per section 14 of the 
Customs Act, 1962. 
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CUSTOMS VALUATION (DETERMINATION OF VALUE OF IMPORTED GOODS) RULES, 2007 
 
The Customs Valuation (Determination of Value of Imported Goods) Rules, 2007, consist of rules providing 6 
methods of valuation. 

 
(i) Transaction Value of Imported goods [Section 14(1) and Rule 3(1)] 

(ii) Transaction Value of Identical Goods [Rule 4] 

(iii) Transaction Value of Similar Goods [Rule 5] 

(iv) Deductive Value which is based on identical or similar imported goods sold in India [Rule 7] 

(v) Computed value which is based on cost of manufacture of goods plus profits [Rule 8] 

(vi) Residual method based on reasonable means and data available [Rule 9] 
 

Definition: 
 

A. “Place of Importation” means the customs station, where the goods are brought for being cleared for 

home consumption or for being removed for deposit in a warehouse [Rule 2(da)] 

 

B. “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. 

 

C. “Identical Goods” means imported goods- 

(i) which are same in all respects, including physical characteristics, quality and reputation as the goods 

being valued except for minor differences in appearance that do not affect the value of the 

goods; 

 

(ii) produced in the country in which the goods being valued were produced; and  

 

(iii) produced by the same person who produced the goods, or where no such goods are available, 

goods produced by a different person, but shall not include imported goods where engineering, 

development work, art work, design work, plan or sketch undertaken in India were completed 

directly or indirectly by the buyer on these imported goods free of charge or at a reduced cost for 

use in connection with the production and sale for export of these imported goods.  

 

D. “Similar Goods” means imported goods- 

(i) which although not alike in all respects, have like characteristics and like component materials 

which enable them to perform the same functions and to be commercially interchangeable with 

the goods being valued having regard to the quality, reputation and the existence of trade mark;   
 

(ii) produced in the country in which the goods being valued were produced; and   
 

(iii) produced by the same person who produced the goods being valued, or where no such goods are 

available, goods produced by a different person, but shall not include imported goods where 

engineering, development work, art work, design work, plan or sketch undertaken in India were 

completed directly or indirectly by the buyer on these imported goods free of charge or at a reduced 

cost for use in connection with the production and sale for export of these imported goods. 

 

E. For the purpose of these rules, persons shall be deemed to be “related” only if- 

(i) they are officers or directors of one another’s businesses;  

(ii) they are legally recognised partners in business;   

(iii) they are employer and employee;  

(iv) any person directly or indirectly owns, controls or holds five per cent or more of the outstanding 

voting stock or shares of both of them;  

(v) one of them directly or indirectly controls the other;  

(vi) both of them are directly or indirectly controlled by a third person;   

(vii) together they directly or indirectly control a third person; or  

(viii) they are members of the same family.   
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Explanation I: The term “person” also includes legal persons.   

 

Explanation II 

Persons who are associated in the business of one another in that one is the sole agent or sole distributor or 

sole concessionaire, howsoever described, of the other shall be deemed to be related for the purpose of 

these rules, if they fall within the criteria of this sub-rule.   

 

RULE 3 – DETERMINATION OF THE METHOD OF VALUATION 

1. Subject to rule 12, the value of imported goods shall be the transaction value adjusted in accordance with 

provisions of rule 10. 

 

2. Value of imported goods under sub-rule (1) shall be accepted Provided that-  

a) there are no restrictions as to the disposition or use of the goods by the buyer other than 

restrictions which- 

(i) are imposed or required by law or by the public authorities in India; or  

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

(iii) do not substantially affect the value of the goods;  

 

b) 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;   

 

c) no part of the proceeds of any subsequent resale, disposal or use of the goods by the buyer will 

accrue directly or indirectly to the seller, unless an appropriate adjustment can be made in accordance 

with the provisions of rule 10 of these rules; and  

 

d) the buyer and seller are not related, or where the buyer and seller are related, that transaction value 

is acceptable for customs purposes under the provisions of sub-rule (3) below.   

 

3. . 

a. Where the buyer and seller are related, the transaction value shall be accepted provided that the 

examination of the circumstances of the sale of the imported goods indicate that the relationship did 

not influence the price.   

 

b. In a sale between related persons, the transaction value shall be accepted, whenever the importer 

demonstrates that the declared value of the goods being valued, closely approximates to one of the 

following values ascertained at or about the same time.   

i. the transaction value of identical goods, or of similar goods, in sales to unrelated buyers in 

India; 

ii. the deductive value for identical goods or similar goods; or 

iii. the computed value for identical goods or similar goods.  

 

Provided that in applying the values used for comparison, due account shall be taken of demonstrated 

difference in commercial levels, quantity levels, adjustments in accordance with the provisions of rule 10 

and cost incurred by the seller in sales in which he and the buyer are not related.  

 

4. If the value cannot be determined under the provisions of sub-rule (1), the value shall be determined by 

proceeding sequentially through rule 4 to 9. 
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RULE 4 – TRANSACTION VALUE OF IDENTICAL GOODS 

1. . 
a) Subject to the provisions of rule 3, the value of imported goods shall be the transaction value of identical 

goods sold for export to India and imported at or about the same time as the goods being valued 
 
Provided that such transaction value shall not be the value of the goods provisionally assessed under 
section 18 of the Customs Act, 1962. 
 

b) In applying this rule, the transaction value of identical goods in a sale at the same commercial level and 
in substantially the same quantity as the goods being valued shall be used to determine the value of 
imported goods. 
 

c) Where no sale referred to in clause (b) of sub-rule (1), is found, the transaction value of identical goods 
sold at a different commercial level or in different quantities or both, adjusted to take account of the 
difference attributable to commercial level or to the quantity or both, shall be used, provided that such 
adjustments shall be made on the basis of demonstrated evidence which clearly establishes the 
reasonableness and accuracy of the adjustments, whether such adjustment leads to an increase or 
decrease in the value.  

 
2. Where the costs and charges referred to in sub-rule (2) of rule 10 of these rules are included in the 

transaction value of identical goods, an adjustment shall be made, if there are significant differences in 
such costs and charges between the goods being valued and the identical goods in question arising from 
differences in distances and means of transport.  
 

3. In applying this rule, if more than one transaction value of identical goods is found, the lowest such 
value shall be used to determine the value of imported goods. 

 
 
Question: 
What is Identical Goods in customs? State the application of transaction value of identical goods in 
valuation of imported goods.                                                                                  [CMA FINAL RTP DEC 2018] 
  
Answer: 
Identical goods means the goods must be same in all respects, including physical quantity.  
 
This method is applicable only when following conditions are satisfied:  

 
���� Identical goods can be compared with the other goods of the same country from which import takes 

place. 
 

���� These goods must be valued at a price which is produced by the same manufacturer. 
 

���� If price is not available then the price of other manufacturers of the same country is to be taken into 
account. 

 

���� If more than one value of identical goods is available, lowest of such value should be taken.    
 
 
Question:  
A consignment of 8,000 units of product X was imported from USA by a charitable organization in India 
for free distribution to below poverty line citizens in a backward area. This being a special transaction, a 
nominal price of US$ 50 per product was charged for the consignment to cover the freight and insurance 
charges. The Customs House found out that at or about the time of import of this gift consignment, there 
were following imports of product X from USA: 
 

S. No. Quantity imported in metric tonnes Unit price in US $ (CIF) 
1. 
2. 
3. 
4. 
5. 
6. 

200 
1,000 
5,000 
9,000 
4,000 
7,800 

260 
220 
200 
175 
180 
160 
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The rate of exchange on the relevant date was 1 U S $ =  `̀̀̀ 50.00 and the rate of basic customs duty was 
10% ad valorem. There is no GST. SWS applicable. Calculate the amount of duty leviable on the 
consignment under the Customs Act, 1962 with appropriate assumptions and explanations where 
required. 
 

Solution: 
Particulars Value in  US$  
Assessable value per unit   
   
     

160.00  

Value in  `̀̀̀ 

Assessable value for total import  
Add: Customs Duty  

6,40,00,000 
70,40,000 

(i.e. 160 x 8,000 units x  `̀̀̀ 50) 
(i.e. `̀̀̀ 6,40,00,000 x 11%) 

Total value of imports  `̀̀̀ 7,10,40,000  

 
 
RULE 5 – TRANSACTION VALUE OF SIMILAR GOODS 
 
1. Subject to the provisions of rule 3, the value of imported goods shall be the transaction value of similar 

goods sold for export to India and imported at or about the same time as the goods being valued 
 
Provided that such transaction value shall not be the value of the goods provisionally assessed under 
section 18 of the Customs Act, 1962.   
 

2. The provisions of clauses (b) and (c) of sub-rule (1), sub-rule (2) and sub-rule (3), of rule 4 shall, mutatis 
mutandis, also apply in respect of similar goods. 

 
RULE 6 – DETERMINATION OF VALUE WHERE VALUE CAN NOT BE DETERMINED UNDER RULES 3, 4 
AND 5  
 
If the value of imported goods cannot be determined under the provisions of rules 3, 4 and 5, the value shall be 
determined under the provisions of rule 7 or, when the value cannot be determined under that rule, under rule 8.   
 
Provided that at the request of the importer, and with the approval of the proper officer, the order of application 
of rules 7 and 8 shall be reversed.  
 
Note: 

Normally, Rule 8 is applied only when Rule 7 is not applicable. But as par Rule 6, Rule 8 can precede Rule 7, if 

the following conditions are satisfied- 

� On the request of importer 

� On approval of proper officer 

 

RULE 7 – DEDUCTIVE VALUE (based on identical or similar imported goods sold in India) 
 
1. Subject to the provisions of rule 3, if the goods being valued or identical or similar imported goods are sold 

in India, in the condition as imported at or about the time at which the declaration for determination of value 
is presented, the value of imported goods shall be based on the unit price at which the imported goods or 
identical or similar imported goods are sold in the greatest aggregate quantity to persons who are not 
related to the sellers in India, subject to the following deductions:- 

i. either the commission usually paid or agreed to be paid or the additions usually made for profits 
and general expenses in connection with sales in India of imported goods of the same class or kind; 

ii. the usual costs of transport and insurance and associated costs incurred within India;  
iii. the customs duties and other taxes payable in India by reason of importation or sale of the goods. 
 

2. If neither the imported goods nor identical nor similar imported goods are sold at or about the same time of 
importation of the goods being valued, the value of imported goods shall, subject otherwise to the provisions 
of sub-rule (1), be based on the unit price at which the imported goods or identical or similar imported goods 
are sold in India, at the earliest date after importation but before the expiry of ninety days after such 
importation.  
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3. . 
a. If neither the imported goods nor identical nor similar imported goods are sold in India in the condition as 

imported, then, the value shall be based on the unit price at which the imported goods, after further 
processing, are sold in the greatest aggregate quantity to persons who are not related to the seller 
in India.  
 

b. In such determination, due allowance shall be made for the value added by processing and the 
deductions provided for in items (i) to (iii) of sub-rule (1) 

. 
 
Question: 
 X ltd import 500 units of minerals from High seas for sale in India. Selling price exclusive of duties and 
Tax. Fright from port to depot in India is `̀̀̀ 10,150 and insurance is `̀̀̀ 1,250 
 
Sale Quantity     Unit Price 
400 Unit     100 
300 Unit      90 
150 Unit      100 
500 Unit      95 
250 Unit      105 
350 Unit      90 
50 Unit      100 
 
Basic Custom Duty 10% and SWS as applicable. Calculate total custom duty as per Rule 7 of Custom 
Valuation. Assume There are no GST. 
 
Answer 
Total Quantity Sold    Unit Price `̀̀̀ 
650      90 
500      95 
600      100 
250      105 
The greatest number of unit sold at a particular price is 650 units; therefore, the unit price is the greatest 
aggregate quantity is `̀̀̀ 90. 
 
Selling Price `̀̀̀     45,000    (500 x 90) 
Less: Freight (Post Shipment)   (10,150) 
Less: Insurance (Post Shipment)  (1,250) 
Assessable Value `̀̀̀    33,600 
 
Total Custom Duty = `̀̀̀ 3,696 (33,600 X 11%) 
 

RULE 8 – COMPUTED VALUE Method - which is based on cost of manufacture of goods + profits 
 
Subject to the provisions of rule 3, the value of imported goods shall be based on a computed value, 
which shall consist of the sum of:-  

 
(a) the cost or value of materials and fabrication or other processing employed in producing the imported 

goods; 
 

(b) an amount for profit and general expenses equal to that usually reflected in sales of goods of the same 
class or kind as the goods being valued which are made by producers in the country of exportation for 
export to India; 
 

(c) the cost or value of all other expenses under sub-rule (2) of rule 10. 
 

  



CMA - CUSTOM                                                                       SATC                                                                                      G.25 
 

  | SURAJ AGRAWAL TAX CLASS | LAXMI NAGAR | NEW DELHI | 011-47542530 | +91 85272 30445 | 

RULE 9 – RESIDUAL METHOD based on reasonable means and data available 
 
The sixth and the last method is called “residual method”. It is also often termed as ‘fallback method’. 
This is similar to ‘best judgment method’ of Income Tax. 
 
Subject to the provisions of rule 3, where the value of imported goods cannot be determined under the provisions 

of any of the preceding rules, the value shall be determined using reasonable means consistent with the 

principles and general provisions of these rules and on the basis of data available in India.  

Further, the value so determined shall not exceed the price at which such or like goods are ordinarily sold 

or offered for sale for delivery at the time and place of importation in the course of international trade, 

when the seller or buyer has no interest in the business of other and price is the sole consideration for the sale or 

offer for sale. 

No value shall be determined under the provisions of’ this rule on the basis of- 

(i) the selling price in India of the goods produced in India;   

(ii) a system which provides for the acceptance for customs purposes of the highest of the two alternative 

values; 

(iii) the price of the goods on the domestic market of the country of exportation;  

(iv) the cost of production other than computed values which have been determined for identical or similar 

goods in accordance with the provisions of rule 8; 

(v) the price of the goods for the export to a country other than India; 

(vi) minimum customs values; or  

(vii) arbitrary or fictitious values.   

The residuary method can be considered if valuation is not possible by any other method [Sanjay Chandiram 

(SC)]  

RULE 12 – REJECTION OF DECLARED VALUE  
 

1. When the proper officer has reason to doubt the truth or accuracy of the value declared in relation to any 

imported goods, he may ask the importer of such goods to furnish further information including documents or 

other evidence and if, after receiving such further information, or in the absence of a response of such 

importer, the proper officer still has reasonable doubt about the truth or accuracy of the value so 

declared, it shall be deemed that the transaction value of such imported goods cannot be determined 

under the provisions of sub-rule (1) of rule 3.  

 

2. At the request of an importer, the proper officer, shall intimate the importer in writing the grounds for 

doubting the truth or accuracy of the value declared in relation to goods imported by such importer and 

provide a reasonable opportunity of being heard, before taking a final decision under sub-rule (1). 

Explanation 

For the removal of doubts, it is hereby declared that- 

(i) This rule by itself does not provide a method for determination of value, it provides a mechanism and 

procedure for rejection of declared value in cases where there is reasonable doubt that the declared value 

does not represent the transaction value; where the declared value is rejected, the value shall be 

determined by proceeding sequentially in accordance with rules 4 to 9.   

 

(ii) The declared value shall be accepted where the proper officer is satisfied about the truth and accuracy 

of the declared value after the said enquiry in consultation with the importers.   

 

  



CMA - CUSTOM                                                                       SATC                                                                                      G.26 
 

  | SURAJ AGRAWAL TAX CLASS | LAXMI NAGAR | NEW DELHI | 011-47542530 | +91 85272 30445 | 

(iii) The proper officer shall have the powers to raise doubts on the truth or accuracy of the declared 

value based on certain reasons which may include- 

(a) the significantly higher value at which identical or similar goods imported at or about the same time in 

comparable quantities in a comparable commercial transaction were assessed; 

(b) the sale involves an abnormal discount or abnormal reduction from the ordinary competitive price;  

(c) the sale involves special discounts limited to exclusive agents; 

(d) the mis-declaration of goods in parameters such as description, quality, quantity, country of origin, year 

of manufacture or production; 

(e) the non declaration of parameters such as brand, grade, specifications that have relevance to value;  

(f) the fraudulent or manipulated documents 
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EXPORTS GOODS 
 

Taxable event for exported goods:  

As per Section 16(1) of the Customs Act, 1962, taxable event arises only when proper officer makes an order 

permitting clearance (i.e. entry outwards) granted and loading of the goods for exportation took place under 

Section 51 of the Customs Act, 1962.  

Rate of foreign exchange in case of exports:  

In case of exports, rate of exchange of the CBIC as in force on the date on which a shipping bill or bill of export, 

as the case may be, is presented under Sec. 50 of the Customs Act, 1962 is applicable. 

Assessable Value for exported goods:  

For the purposes of calculation of export duty, the transaction value, that is to say the price actually paid or 

payable for the goods for delivery at the time and place of exportation under section 14 of Customs Act 1962, 

shall be the FOB price of such goods at the time and place of exportation.  

Assessable value (for Exported Goods) = Free on board (i.e. FOB) Value 

Free on Board (FOB): FOB means all expenditure incurred by exporter upto the point of loading goods into the 

vessel or aircraft or vehicle.  

Cost Insurance and Freight (CIF): CIF means once the goods are reached to the importer country port or air 

port, importer has to pay Cost (i.e. FOB value) along with Insurance and Freight from exporter country to importer 

country.  

Important point: As per our Foreign Trade Policy, all imports into India are measured in terms of CIF value 

whereas exports from India are measured in terms of FOB value.   

VALUATION OF EXPORT GOODS 

Valuation is essential for export goods even though many products are exempted from export duty under the 

Customs Law. 

Importance of valuation of export goods: 

• Duty Drawback 

• Export incentives 

• Refund of Tax Credit (GST), if any. 

• Payment of duty on export, if any. 
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Questions 

1. Write the differences between “Bill of export” and “import report” under the provisions of the 

Customs Act. 1962. 

CMA FINAL RTP DEC 2018 

Solution:  

Differences between “Bill of export” and “Import Report”:  

Bill of Export Import Report 
As per Section 2(5) of the Customs Act, “Bill of 
export” means a bill of export referred to in 
section 50 of the Customs Act, 1962 

As per Section 2(24) of the Customs Act, 
“Import manifest” or “Import report” 
means the manifest or report required to 
be delivered under section 30 of the 
Custom Act, 1962 
 

The exporter of any goods shall make entry 
thereof by presenting to the proper officer in the 
case of goods to be exported in a vessel or 
aircraft, a shipping bill, and in the case of 
goods to be exported by land, a bill of export 
in the prescribed form. 

The person in charge of a vehicle 
carrying imported goods or any other 
person as may be notified by the Central 
Government shall, in the case of a 
vehicle, deliver to the proper officer an 
import report within 12 hours after its 
arrival in the customs station, in the 
prescribed form.   
 

 

2. Pyramid Expo Ltd. has exported some goods by air. The FOB price of goods exported is US $ 50,000. 
The shipping bill was presented electronically on 7-3-2020 and Let Export Order is passed by proper 
officer on 19-4-2020. The rate of exchange notified by CBIC on 7-3-2020 and 19-4-2020 are 1 US $ =     
`̀̀̀ 65 and 1 US $ = `̀̀̀    64 respectively. Compute the export duty payable by Pyramid Expo with the help 
of following details provided. 

 
Particulars Date Rate of Duty 
Presentation of shipping bill 7-3-2020 12% 
Let Export order 19-4-2020 10% 

 [CA FINAL – NOV 2017 EXAM – 4 MARKS] 
 
Solution: 

Computation of export duty   
Particulars  Amount (US $) 

Assessable Value  50,000 
   
  Amount (`̀̀̀) 
Assessable Value = US $ 50,000 x `̀̀̀    65  32,50,000 
 
Export duty @ 10%  3,25,000 

     
 

Notes:-  

1. The transaction value i.e., FOB price of export goods is considered as assessable value in terms of 
section 14(1) of the Customs Act, 1962.  
 

2. As per third proviso to section 14(1) of the Customs Act, 1962, assessable value has to be calculated with 
reference to the rate of exchange notified by CBIC on date of presentation of shipping bill of export. 
  

3. The rate of duty prevalent on the date of let export order is considered for computing export duty in 
terms of section 16(1)(a) of the Customs Act, 1962.  
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The Customs Valuation (Determination of Value of Export Goods) Rules, 2007  

Rule 1: 

(i) These rules may be called the Customs Valuation (Determination of Value of Export Goods) 

Rules, 2007. 

(ii) They shall come into force on the 10th day of October, 2007. 

(iii) They shall apply to export goods.  

Rule 2: Definitions  

A. “Goods of like kind and quality” means export goods which are identical or similar in physical 

characteristics, quality and reputation as the goods being valued, and perform the same functions 

or are commercially interchangeable with the goods being valued, produced by the same person or 

a different person; and  

 

B. “Transaction value” means the value of export goods within the meaning of sub-section (1) of 

section 14 of the Customs Act, 1962.  

Rule 3: Determination of the method of valuation  

(i) Subject to rule 8, the value of export goods shall be the transaction value.  

(ii) The transaction value shall be accepted even where the buyer and seller are related, provided that 

the relationship has not influenced the price.  

(iii) If the value cannot be determined under the provisions this rule, the value shall be determined by 

proceeding sequentially through rules 4 to 6.  

Rule 4: Determination of export value by comparison  

1. The value of the export goods shall be based on the transaction value of goods of like kind and 

quality exported at or about the same time to other buyers in the same destination country of 

importation or in its absence another destination country of importation adjusted in accordance 

with the provisions of sub-rule (2).  

 

2. In determining the value of export goods under sub-rule (1), the proper officer shall make such 

adjustments as appear to him reasonable, taking into consideration the relevant factors, including- 

���� difference in the dates of exportation 

���� difference in commercial levels and quantity levels 

���� difference in composition, quality and design between the goods to be assessed and the 

goods with which they are being compared 

���� difference in domestic freight and insurance charges depending on the place of exportation 

Rule 5: Computed value method  
If the value cannot be determined under rule 4, it shall be based on a computed value, which shall 

include the following- 

���� cost of production, manufacture or processing of export goods 

���� charges, if any, for the design or brand 

���� An amount towards profit 

Rule 6: Residual method  

Subject to the provisions of rule 3, where the value of the export goods cannot be determined under the 

provisions of rules 4 and 5, the value shall be determined using reasonable means consistent with the 

principles and general provisions of these rules provided that local market price of the export goods 

may not be the only basis for determining the value of export goods. 

Rule 7: Declaration by the exporter  

The exporter shall furnish a declaration relating to the value of export goods in the manner specified in 

this behalf.  
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Rule 8: Rejection of declared value  

a. When the proper officer has reason to doubt the truth or accuracy of the value declared in relation 

to any export goods, he may ask the exporter of such goods to furnish further information including 

documents or other evidence and if, after receiving such further information, or in the absence of a 

response from such exporter, the proper officer still has reasonable doubt about the truth or 

accuracy of the value so declared, the transaction value shall be deemed to have not been 

determined in accordance with rule 3.  

 

b. At the request of an exporter, the proper officer shall intimate the exporter in writing the ground for 

doubting the truth or accuracy of the value declared in relation to the export goods by such 

exporter and provide a reasonable opportunity of being heard, before taking a final decision. 
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Clarification regarding leviability of Integrated Goods and Services Tax (IGST) on High Sea Sales of 

imported goods and point of collection thereof   

Circular No. 33/2017 Cus dated 01.08.2017 

 

The issue as to whether High Sea Sales of imported goods is leviable to Integrated Goods and Services Tax 

(IGST) has been examined and clarified by the CBIC vide Circular No. 33/2017 Custom dated 01.08.2017 as 

follows:   

 

‘High Sea Sales’ is a common trade practice whereby the original importer sells the goods to a third person 

before the goods are entered for customs clearance.  After the High sea sale of the goods, the Customs 

declarations i.e. Bill of Entry etc is filed by the person who buys the goods from the original importer during the 

said sale.   

 

All inter-State transactions are subject to IGST. High sea sales of imported goods are akin to inter-State 

transactions. Owing to this, it was presented to the Board as to whether the high sea sales of imported goods 

would be chargeable to IGST twice i.e. at the time of Customs clearance under section 3(7) of Customs Tariff Act, 

1975 and also separately under section 5 of the Integrated Goods and Services Tax Act, 2017.  

 

GST council has deliberated the levy of Integrated Goods and Services Tax on high sea sales in the case of 

imported goods. The council has decided that IGST on high sea sale(s) transactions of imported goods, whether 

one or multiple, shall be levied and collected only at the time of importation i.e. when the import declarations 

are filed before the Customs authorities for the customs clearance purposes for the first time. Further, value 

addition accruing in each such high sea sale shall form part of the value on which IGST is collected at the 

time of clearance.  

 

The above decision of the GST council is already envisioned in the provisions of subsection (12) of section 3 of 

Customs Tariff Act, 1975 in as much as in respect of imported goods, all duties, taxes, cessess etc shall be 

collected at the time of importation i.e. when the import declarations are filed before the customs 

authorities for the customs clearance purposes.  

 

The importer (last buyer in the chain) would be required to furnish the entire chain of documents, such as 

original Invoice, high-seas-sales-contract, details of service charges/commission paid etc, to establish a link 

between the first contracted price of the goods and the last transaction.  

 

In case of a doubt regarding the truth or accuracy of the declared value, the department may reject the 

declared transaction value and determination the price of the imported goods as provided in the Customs 

Valuation rules.  
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CLASS NOTES 
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Practical Questions 
 

1. IMP  – NEW PATTERN (AS PER ICMAI CMA FINAL SUGGESTED ANSWER – JUNE 2019]:  
Product 'Vertigo' was imported by Mr. Mrinal Sen by air from Singapore to Hyderabad. The details of the 
import transaction are as under: 

Particulars Euro 

Price of 'Vertigo' at Singapore exporter's factory 7,500 

Freight from factory of the exporter to load airport (Singapore airport) 300 

Loading and handling charges at the local airport 200 

Air freight from said airport to Hyderabad airport 1,350 

Insurance charges 1,400 

Purchase commission 200 

 
Even though the bill of entry was presented on 20-9-20XX, the aircraft, having been diverted to another 

foreign airport due to technical reasons, landed at the Hyderabad airport only on 21-9-20XX. 

The other details furnished by the importer are as under: 

Particulars 20.09.20XX 21.09.20XX 

Rate of basic customs duty 10% 12% 

Exchange rate notified by CBEC per € `̀̀̀ 79 `̀̀̀ 80 

Exchange rate prescribed by RBI per € `̀̀̀ 79.50 `̀̀̀ 80.50 

Integrated tax leviable under Section 3(7) of the Customs Tariff 

Act, 1975 

6% 12% 

Based on the above date, you are required to calculate the following: 

(i) Assessable value of the product for the purpose of levying customs duty. 
(ii) Customs duty and tax payable. 

 
Answer: 

Computation of Assessable Value, Customs Duty and Tax payable 
Particulars Amount € 

Ex-factory price of the goods at Singapore 7,500 

Freight from factory of the exporter to load airport (airport in the 
country of exporter) 

300  

Loading and handling charges at the Singapore airport 200  

Freight from said airport to the airport of importation in India 
(Hyderabad) 

1,350  

Total cost of transport, loading and handling charges associated with 

the delivery of the imported goods to the place of importation 

1,850  

Add: Cost of transport, loading, unloading and handling charges associated 
with the delivery of the imported goods to the place of importation (restricted
to 20% of FOB value i.e., 7,500 + 300 + 200 = 8,000 [Note 1] 

1,600 

Purchase commission is not to be included Nil 

Insurance (actual) 
[Where the actual insurance figure is known, the same has to be taken] 

1,400 

CIF for customs purpose 
 

10,500 

Landing charges at Hyderabad airport not to be added to the CIF value in view 

of the amendment in rule 10(2) of the CVR vide Notification No. 91/2017-Cm. (NT) 
dated 26.09.2017. 

 

Nil 

Value for customs purpose 10,500 

Exchange rate as per CBEC [Note 2] ` 80 per € 
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 Amount (` 

Assessable value @ `̀̀̀ 80 per Euro 8,40,000 

Add: Basic customs duty @ 12% [Note 3] 1,00,800 

Add: Social Welfare Surcharge (10% on BCD) 10,080 

Total 9,50,880 

Add: IGST (12%) [Rounded off] [Note 4] 1,14,106 

Value of Imported Goods 10,64,986 

Total Custom Duty and Tax payable ( `̀̀̀ 1,00,800 + `̀̀̀ 10,080 + `̀̀̀ 1,14,106) `̀̀̀ 2,24,986 
 

Notes: 
(a) In the case of goods imported by air, the cost of transport, loading, unloading and handling charges 

associated with the delivery of the imported goods to the place of importation shall not exceed 20% of the 
FOB value of the goods. [Fifth proviso to rule 10(2) of the Customs Valuation (Determination of Value of 
Imported Goods) Rules, 2007 (CVR)]. 
 

(b) Rate of exchange determined by CBEC is to be considered [Clause (a) of the explanation to section 14 of the 
Customs Act, 1962]. 
 

(c) Section 15 of the Customs Act, 1962 provides that rate of duty shall be the rate in force on the date of 
presentation of bill of entry or the rate in force on the date of arrival of aircraft, whichever is later. 
 

(d) Integrated tax is levied on the sum total of the assessable value of the imported goods and customs duties 
[Section 3(8) of the Customs Tariff Act, 1962]. 

 
2. IMP– NEW PATTERN (AS PER ICMAI CMA FINAL SUGGESTED ANSWER – JUNE 2019]:  

Product ‘Z’ was imported by Mr. X by air. The details of the import transaction are as follows: 
 

Particulars US $ 

Price of ‘Z’ at exporter’s factory 8,500 
Freight  from  factory  of  the  exporter  to  load  airport  (airport  in  the country of exporter) 250 
Loading and handling charges at the load airport 250 
Freight from load airport to the airport of importation in India 4,500 
Insurance charges 2,000 

  

Though the aircraft arrived on 22.08.20XX, the bill of entry for home consumption was presented by Mr. X 
on 20.08.20XX. 

  

The other details furnished by Mr. X are: 
  20.08.20XX 22.08.20XX 

 Rate of basic customs duty 20% 10%  
 Exchange rate notified by CBEC  `̀̀̀ 60 per US$ `̀̀̀ 63 per US$   
 Exchange rate prescribed by RBI `̀̀̀ 61 per US$ `̀̀̀ 62 per US$   
 Integrated tax leviable under section 3(7) of the Customs  
 Tariff Act, 1975 18% 12%    

Compute-   
(i) value of product ‘Z’ for the purpose of levying customs duty 
(ii) customs duty and tax payable 

 

Solution: 
Computation of assessable value of product ‘Z’ 

Particulars  Amount 

Ex-factory price of the goods        
Freight from factory of the exporter to load  airport           250 US $ 
(airport in the country of exporter)      
Loading and handling charges at the load airport            250 US $  
Freight from load airport to the airport of importation in India      4,500 US $ 
  

Total cost of transport, loading and handling charges associated  
with the delivery of the imported goods to the place of importation      5,000 US $ 

8,500 US $ 

Add: Cost of transport, loading, unloading and handling charges  associated  with  the  
delivery  of  the  imported  goods  to  the place of importation (restricted to 20% of FOB 
value)  
Insurance (actual)     
CIF for customs purpose     
Value for customs purpose     
Exchange rate as per CBEC [Note 2]     

1,800 US $ 
 
 

2,000 US $ 
12,300 US $ 
12,300 US $ 
` 60 per US $ 
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 Amount ( `̀̀̀) 

Assessable value (` 60 x 12,300 US $)     
Add: Basic customs duty @ 10% [Note 3]  
Add: SWS @ 10% of custom duty [10% of ` 73,800]   

7,38,000 
73,800 
7,380 

 
Value for the purpose of levying integrated tax [Note 4]   
Add: Integrated tax leviable under section 3(7) @ 12%   
Total duty & tax payable (rounded off)  

8,19,180 
98,302 

1,79,482 
 

 
Notes: 

(1) In the case of goods imported by air, the cost of transport, loading, unloading and handling charges 
associated with the delivery of the imported goods to the place of importation shall not exceed 20% of the 
FOB value of the goods. [Fifth proviso to rule 10(2) of the Customs Valuation (Determination of Value of 
Imported Goods) Rules, 2007 (CVR)]. 

 

FOB value in this case is the ex-factory price of the goods (8,500 US $) plus the cost of transport from factory 
to load airport (250 US $) plus loading and handling charges at the load airport (250 US $) which is 9,000 US 
$. 

 

(2) Rate of exchange determined by CBEC is to be considered [Clause (a) of the explanation to section 14 of the 
Customs Act, 1962]. 

 
(3) Section 15 of the Customs Act, 1962 provides that rate of duty shall be the rate in force on the date of 

presentation of bill of entry or the rate in force on the date of arrival of aircraft, whichever is later. 
 

(4) Integrated tax is levied on the sum total of the assessable value of the imported goods and customs duties 
[Section 3(8) of the Customs Tariff Act, 1962]. 

 

(5) No landing charges are to be added to the CIF value in view of the amendment in rule 10(2) of the CVR vide 
Notification No. 91/2017 – Cus. (NT) dated 26.09.2017. 

 
3. IMP – NEW PATTERN (AS PER ICMAI CMA FINAL SUGGESTED ANSWER – JUNE 2019]: 

Jolly overseas Ltd. of Hyderabad has imported a machine from U.K (England) through the sea route by a 

vessel. The details of the import transaction are as follows: 

Sl. 

No. 

Particulars Amount in  

U.K. (£) 

(i) Cost of the machine at the factory of the exporter £ 20,000 

(ii) Transport charges from the factory of exporter to the port for shipment £ 600 

(iii) Handling charges paid for loading the machine on the ship at the port of 

exportation 

£ 500 

(iv) License fee relating to the imported goods payable by the importer as a 

condition of sale 

£ 900 

(v) Actual Freight charges from the port of export to the port of import are not 

ascertainable 

- 

(vi) Actual insurance charges paid £ 200 

(vii) Landing charges paid at the place of importation are not ascertainable - 

(viii) Handling charges associated with the delivery of the imported goods at the 

place of importation 

`̀̀̀ 15,000 

1 Bill of entry: 

 

 

 

 

Dated 21.01.20XX 

Exchange rate on that day:- 

(a) Notified by CBEC 1 UK £ = `̀̀̀ 101 

(b) prescribed by RB11 UK £ = `̀̀̀ 100 

2 Entry inward: Dated 26.01.20XX 

Exchange rate on that day:- 

(a) Notified by CBEC 1 UK £ = `̀̀̀ 102 

(b) prescribed by RB11 UK £ = `̀̀̀ 103 

 Compute the assessable value of the machine (in rupees) for the purpose of levy of Customs Duty. 
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Answer: 

Computation of assessable value of machine 

Particulars Amount (UK £) 

Cost of the machine at the factory of the exporter 20,000 

Add:  Licence fee relating to the imported goods payable by the importer as a 

condition of sale [Note 1(i)] 

900 

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

delivery of the imported goods to the place of importation [20% of £22,000] 

[Note 1(ii)] 

4,400 

Add:  Insurance charges [Taken at actuals] 200 

CIF value 25,500 

Add:  Landing charges paid at the place of importation and handling charges associated 

with the delivery of the imported goods at the place of importation [Note 1(iii)] 

Nil 

Assessable value 25,500 

Assessable value in Indian rupees @ ` 101/ per £ [Note 2] 25,75,500 

 

Notes: 

(1) As per rule 10 of the Customs Valuation (Determination of Value of Imported Goods) Rules, 2007- 

(i) Licence fees related to the imported goods payable as a condition of the sale of the goods being valued 
is includible in the assessable value 

(ii) The cost of transport, loading, unloading and handling charges associated with the delivery of the 
imported goods to the place of importation are includible in the assessable value. 

Where such cost is not ascertainable, it shall be 20% of the free on board (FOB) value of the goods. 

FOB value will be sum total of cost of machine, transport charges from factory to port of exportation, 

handling charges at the port of exportation and licence fee paid as a condition of sale of imported goods, 

which will be £ 22,000 [£ 20,000 + £ 600 + £ 500+ £ 900] 

(iii) 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. 

 

(2) As per section 14 of the Customs Act, 1962, the rate of exchange notified by the CBEC on the date of 
presentation of bill of entry is to be considered for the purpose of conversion of assessable value into Indian 
currency. 

 

4. IMP: – NEW PATTERN (AS PER ICMAI CMA FINAL SUGGESTED ANSWER – JUNE 2019] 
Determine the Assessable value under customs law of an imported machine based on the following 

information : 

1. Cost of machine 
(Contract price = `̀̀̀ 1,00,000, Revised price = `̀̀̀ 2,00,000, Negotiated & Agreed price = `̀̀̀ 1,50,000) 

2. Freight from the factory of the exporter to the port for shipment  = `̀̀̀ 20,000 

3. Freight incurred from port of entry to inland container depot   = `̀̀̀ 60,000 

4. Handling charges paid for loading the machine in the ship   = `̀̀̀ 5,000 

5. Demurrage charge paid at port      = `̀̀̀ 30,000 

6. Buying commission paid by importer      = `̀̀̀ 5,000 

7. Commission paid to local agent appointed by exporter   = `̀̀̀ 1,000 

8. Vendor inspection charges (not required under contract)   = `̀̀̀ 8,000 
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Solution: 

Computation of assessable value of the imported machine under customs law 

Particulars (`̀̀̀) 

Cost of machine [Note-1] 1,50,000 

Add: Commission paid to local agent appointed by exporter [Note-4] 1,000 

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 [Note-2 & 5] 

35,200 

Add: Insurance @ 1.125 % of FOB [Note-3 & 5] 1,980 

Assessable value 1,88,180 

 

Notes: 

1. As per section 14 of the Customs Act, 1962, the value of the imported goods is the transaction value, i.e. the 
price actually paid or payable for the goods, which in this case is the negotiated and agreed price. 

2. The cost of transport, loading, unloading and handling charges associated with the delivery of the 
imported goods to the place of importation are includible in the assessable value. Further, where such cost is 
not ascertainable, it shall be 20% of the free on board (FOB) value of the goods which would also include 
demurrage charges [Rule 10(2) of the Customs Valuation (Determination of Value of Imported Goods) Rules, 
2007]. 

3. It has been assumed that the demurrage charges have been paid at the port of importation. 

4. Where insurance cost is not ascertainable, it shall be 1.125% of the free on board (FOB) value of the goods 
[Rule 10(2) of the Customs Valuation (Determination of Value of Imported Goods) Rules, 2007]. 

5. Buying commission is not includible in the assessable value. However, commission paid to local agent 
appointed by exporter is includible since it’s not a buying commission [Rule 10(1) of the Customs Valuation 
(Determination of Value of Imported Goods) Rules, 2007]. 

6. FOB value will be sum total of cost of machine, freight from factory of exporter to port for shipment, 
handling charges paid for loading the machine in the ship and commission paid to local agent 
appointed by exporter, which will be `̀̀̀ 1,76,000 [(`̀̀̀ 1,50,000 + `̀̀̀ 20,000 + `̀̀̀ 5000 + `̀̀̀ 1,000)]. 

7. Freight incurred from port of entry to Inland Container depot is not includible in assessable value [Rule 10(2) 
of the Customs Valuation (Determination of Value of Imported Goods) Rules, 2007]. 

8. Only the payments actually made as a condition of sale of the imported goods by the buyer to the seller are 
includible in the assessable value. Vendor inspection charges not required under contract are thus, not 
includible in the assessable value [Rule 10(1) of the Customs Valuation (Determination of Value of 
Imported Goods) Rules, 2007]. 

 

Note: In the above answer, demurrage charges have not been added separately in the cost of transport, loading, 

unloading and handling charges by taking a view that where unascertainable cost of transport etc. has been 

computed as 20% of FOB value, the same includes all elements of costs of transport.  

However, it is also possible to take an alternative view that actual demurrage charges should be 

separately added in the cost of transport by virtue of explanation to rule 10(2) of the Customs Valuation 

(Determination of Value of Imported Goods) Rules, 2007 irrespective of whether the cost of transport has 

been computed as 20% of FOB value or on the basis of actual values. 
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5. Gujarat Dry Fruits Limited imported dry fruits and declared the value as under— 

Date of imports Quantity (MT) 
Declared value  
`̀̀̀ per MT Country of import 

November 2017 250 25,000 Egypt 

November 2017 150 25,000 Egypt 
 

It was found that imports were also made by some other dealers as indicated below: 

Date of Imports   Quantity (MT) Declared Value Country of import 

And importer  `̀̀̀ per MT  

September 2017 
Mumbai Intil 50 35,000 Dubai 

October 2017 
Chennai Fruits Ltd 20 40,000 Persia 

 
The Customs Department has sought to assess the imports made by the Gujarat Dry Fruits Ltd. as 
Contemporaneous imports under section 14 read with Rule 4 of the Customs Valuation Rules, 2007. 
Briefly examine whether the action proposed by the Department is correct. 

 
Solution: 
The goods are said to be identical only if the goods to be valued have been produced in the same country. In the 
given question, the goods in question have been imported from Egypt, while other importers have imported goods 
from other countries. Therefore, the department action is not correct. 
 

6. A consignment of 800 metric tonnes 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 metric tonne was charged for the consignment to cover the freight and insurance 
charges. The Customs House found out that at or about the time of import of this gift consignment, there 
were following imports of edible oil of Malaysian origin: 

 

S. No. Quantity imported in metric tonnes Unit price in US $ (CIF) 
   

1. 20 260 

2. 100 220 

3. 500 200 

4. 900 175 

5. 400 180 

6. 780 160 
 
The rate of exchange on the relevant date was 1 US $ = ` 63.00 and the rate of basic customs duty was 
15% ad valorem. There is no IGST. Calculate the amount of duty leviable on the consignment under the 
Customs Act, 1962 with appropriate assumptions and explanations where required. 

 

Solution:  

Calculation of amount of duty payable:—  

exchange rate of $ 1 = ` 63  
CIF Value (800 metric tonnes x 160 USD × ` 63)/Assessable 
Value = ` 80,64,000 

15% Basic Customs duty on ` 80,64,000 = ` 12,04,600 

Add: SWS @ 10% on 12,04,600 = `  1,20,460 

Total custom duty payable = ` 13,25,060 

 
Notes: more than one transaction value for identical goods are given, we are supposed to take the lowest price of 
the quantity which is nearest to the quantity of import. 
 
Notes: more than one transaction value for identical goods are given, we are supposed to take the lowest price of 
the quantity which is nearest to the quantity of import. 
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7. A Ltd., sell in India from a price list which grants favourable unit prices for purchases made in larger 
quantities. 

Sale quantity 
Unit price in `  

(Exclusive of duties and taxes) Number of sales 
1-10 units 100 10 sales of 5 units 

  5 sales of 3 units 

11-25 units 95 5 sales of 11 units 
Over 25 units 90 1 sale of 30 units 
  1 sale of 50 units 

 
The selling price includes the following post shipment expenses: 
Freight from port to factory in India for ` 24,000 
Insurance to cover transit damage from port to factory in India for ` 6,000 
Number of units imported from high seas 5,000 units.  
 
Find the assessable value and total customs duty. Note: BCD @12%. 
 

Solution: 
 

Sale quantity 
Unit price in `  

(exclusive of duties and taxes) Total quantity sold at each price 
   

1-10 units 100 65 

11-25 units 95 55 

Over 25 units 90 80 
 

The greatest number of units sold 80, therefore, the unit price in the greatest aggregate quantity is ` 90. 
 ` 

Sale value 4,50,000 (i.e. ` 90 x 5,000 units) 

Less: Freight & insurance 30,000 
Assessable value 4,20,000 

Total customs duty `  55,440 (` 4,20,000 x 13.2%) 
 
 

8. M/s IES Ltd. (assessee) imported certain goods at US $ 20 per unit from an exporter who was holding 
30% equity in the share capital of the importer company. Subsequently, the assessee entered into an 
agreement with the same exporter to import the said goods in bulk at US $ 14 per unit. When imports at 
the reduced price were effected pursuant to this agreement, the Department rejected the transaction 
value stating that the price was influenced by the relationship and completed the assessment on the 
basis of transaction value of the earlier imports i.e., at US $20 per unit under rule 4 of the Customs 
Valuation (Determination of Value of Imported Goods) Rules 2007. 
State briefly, whether the Department's action is sustainable in law? 
 
Solution: 
No, the Department’s action is not sustainable in law. Rule 2(2) of Customs Valuation (Determination of Value of 
Imported Goods) Rules, 2007, inter alia, provides that persons shall be deemed to be "related" if one of them 
directly or indirectly controls the other. The word “control” has not been defined under the said rules. As per 
common parlance, control is established when one enterprise holds at least 51% of the equity shareholding of 
the other company. However, in the instant case, the exporter company held only 30% of shareholding of the 
assessee. Thus, exporter company did not exercise control over the assessee. So, the two parties cannot be 
said to be related. 
 
The fact that assessee had made bulk imports could be a reason for reduction of import price. The burden to 
prove under-valuation lies on the Revenue and in absence of any evidence from the Department to prove under-
valuation, the price declared by the assessee is acceptable. 
 
In the light of foregoing discussion, it can be inferred that Department’s action is not sustainable in law. 
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9. Answer the following with reference to the provisions of section 14 of the Customs Act, 1962 and the 
rules made thereunder: 
(i) What shall be the value, if there is a price rise of the imported goods in international market between 

the date of contract and the date of actual importation but the importer pays the contract price? 
(ii) Whether the payment for post-importation process is includible in the value if the same is related to 

imported goods and is a condition of the sale of the imported goods? 
 
Solution: 

(i) The value of the imported goods or export goods is its transaction value, which means the price actually 
paid or payable for the goods. Where a contract has been entered into, the transaction value shall be the 
price stated in the contract, unless it is not legally acceptable. 
 
Price rise between date of contract and date of actual import is irrelevant, as the price actually paid or payable 
shall be taken to be the value. Thus, price stated in the contract (unless unacceptable) shall be taken. 
 

(ii) As per explanation to Rule 10(1) of the Customs Valuation (Determination of Value of Imported Goods) 
Rules, 2007, the payment for post-importation process is includible in the value of the imported goods if the 
same is related to such imported goods and is a condition of the sale thereof. 

 
10. Mother Mary Hospital and Research Centre imported a machine from Delta Scientific Equipments, 

Chicago for in house research. The price of the machine was settled at US $ 5,000. The machine was 
shipped on 10.04.20XX. Meanwhile, the Hospital Authorities negotiated for a reduction in the price. As a 
result, Delta Scientific Equipments agreed to reduce the price by $ 850 and sent the revised price of $ 
4,150 under a telex dated 15.04.20XX. The machine arrived in India on 18.04.20XX. The Commissioner of 
Customs has decided to take the original price as the transaction value of the goods on the ground that 
the price is reduced only after the goods have been shipped. 
 
Do you agree to the stand taken by the Commissioner? Give reasons in support of your answer. 

 
Solution: 
No, the Commissioner’s approach is not correct in law. 
As per section 14 of the Customs Act, the transaction value of the goods is the price actually paid or payable for 
the goods at the time and place of importation. Further, the Supreme Court in the case Garden Silk Mills v. UOI 
has held that importation gets complete only when the goods become part of mass of goods within the country. 
Therefore, since in the instant case the price of the goods was reduced while they were in transit, it could not be 
contended that the price was revised after importation took place. Hence, the goods should be valued as per 
the reduced price, which was the price actually paid at the time of importation. 

 

11. 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 `̀̀̀ 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 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. 
 
Solution: 
As per Rule 2(da), “place of importation” means the customs station, where the goods are brought for being 
cleared for home consumption or for being removed for deposit in a warehouse. Therefore, the outer anchorage 
where the goods are unloaded would not be the place of importation.  
 
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 and shall include, the cost of transport, loading, 
unloading and handling charges associated with the delivery of the imported goods to the place of importation. 
 
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. 
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12. With reference to the provisions of the Customs Valuation (Determination of Value of Imported Goods) 
Rules, 2007, explain briefly the chief reasons on the basis of which the proper officer can raise doubts 
on the truth or accuracy of the declared value. 
 
Solution: 
As per explanation to rule 12 of the Customs Valuation (Determination of Value of Imported Goods) Rules, 2007, 
the chief reasons on the basis of which the proper officer can raise doubts on the truth or accuracy of the declared 
value may include:- 
(a) the significantly higher value at which identical or similar goods imported at or about the same time in 

comparable quantities in a comparable commercial transaction were assessed; 
(b) the sale involves an abnormal discount or abnormal reduction from the ordinary competitive price; 
(c) the sale involves special discounts limited to exclusive agents; 
(d) the misdeclaration of goods in parameters such as description, quality, quantity, country of origin, year of 

manufacture or production; 
(e) the non declaration of parameters such as brand, grade, specifications that have relevance to value; 
(f) the fraudulent or manipulated documents. 
 

13. M/s Impex imported some consignment of goods on 01.6.20XX. A bill of entry for warehousing of goods 
was presented on 05.6.20XX and the materials were duly warehoused. The goods were subject to duty 
@ 50% ad valorem. In the meanwhile, on 01.07.20XX, an exemption notification was issued reducing the 
effecting customs duty @ 30%, ad valorem. M/s Impex filed their bill of entry for home consumption on 
01.08.20XX claiming duty @ 30% ad valorem. However, Customs Department charged duty @ 50% ad 
valorem being the rate on the date of clearance into the warehouse. 
Explain with reference to the provisions of the Customs Act, 1962: 
(i) the rate of duty applicable for clearance for home consumption in this case. 
(ii) whether the rate of exchange on 01.08.20XX could be adopted for purpose of conversion of foreign 

currency into local currency? 
 
Solution: 
(i) Section 15(1)(b) of the Customs Act, 1962 provides that in the case of goods cleared from a warehouse, rate 

of duty applicable is the rate of duty in force on the date on which a bill of entry for home consumption in 
respect of such goods is presented. 
 
In the given case, since M/s Impex has filed the bill of entry for home consumption on 01.08.20XX, rate of 
duty is the rate prevalent on the said date viz. 30%. 
 

(ii) Third proviso to section 14 of the Customs Act, 1962 provides that the rate of exchange notified by the CBIC 
as prevalent on the date of presentation of bill of entry for warehousing is the applicable rate of exchange for 
conversion of foreign currency into local currency. 
 
Therefore, in the given case, rate of exchange that would be prevalent on date of presentation of bill of entry 
for warehousing i.e. 05.06.20XX and not the one prevalent on date of presentation of bill of entry for home 
consumption i.e., 01.08.20XX, would be adopted. 
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Class Notes 
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Duty Drawback 
 

In ‘Duty Drawback’, the customs duty paid on inputs is given back to the exporter of finished product by way of 
‘Duty Drawback’.       
 
� Duty Drawback Under Section 74 is applicable when imported goods are re-exported as it is, and article 

is easily identifiable.  
 

� Duty Drawback Under Section 75 is granted when imported materials are used in the manufacture of 
goods which are then exported,  

 

SECTION 74: Drawback allowable on Re-Export of Duty Paid Goods 

(1) When any goods capable of being easily identified which have been imported into India and upon 

which any duty has been paid on importation, 

 

(i) are entered for export and the proper officer makes an order permitting clearance and loading of the 

goods for exportation under section 51; or 

 

(ii) are to be exported as baggage and the owner of such baggage, for the purpose of clearing it, makes a 

declaration of its contents to the proper officer under section 77 and such officer makes an order 

permitting clearance of the goods for exportation; or 

 

(iii) are entered for export by post under Section 84 and the proper officer makes an order permitting 

clearance of the goods for exportation,  
 

98% of such duty shall, except as otherwise hereinafter provided, be re-paid as drawback, if – 
 

a. the goods are identified to the satisfaction of the Assistant/Deputy Commissioner of Customs 

as the goods which were imported; and 

 

b. the goods are entered for export within 2 years from the date of payment of duty on the importation 

thereof 

 

Provided that in any particular case the aforesaid period of two years may, on sufficient cause being 

shown, be extended by the Board by such further period as it may deem fit. 

 

(iv) Notwithstanding anything contained in sub-section (1), the rate of drawback in the case of goods 

which have been used after the importation thereof shall be such as the Central Government, 

having regard to the duration of use, depreciation in value and other relevant circumstances, may, by 

notification in the Official Gazette, fix. 

 

(2)  The Central Government may make rules for the purpose of carrying out the provisions of this 

section and, in particular, such rules may – 

(a) provide for the manner in which the identity of goods imported in different consignments which are 

ordinarily stored together in bulk, may be established; 

(b) specify the goods which shall be deemed to be not capable of being easily identified; and 

(c) provide for the manner and the time within which a claim for payment of drawback is to be filed. 

 

(3) For the purposes of this section – 

(a) goods shall be deemed to have been entered for export on the date with reference to which the rate of 

duty is calculated under section 16; 

 

(b) in the case of goods assessed to duty provisionally under section 18, the date of payment of the 

provisional duty shall be deemed to be the date of payment of duty. 
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Note: 

Drawback under Section 74 would include refund of Integrated Tax (IGST)  and GST Compensation Cess along 

with basic customs duty, etc. 

Re-export of imported goods (Drawback of Customs duties) Rules, 1995 

A. [2 Marks] - "Drawback", in relation to any goods exported out of India ,means the refund of duty or tax 

or cess as referred to in the Customs Tariff Act ,1975 and paid on importation of such goods in terms of 

section 74 of Customs Act;" 

 

B. A claim for drawback under these rules shall be filed in the prescribed form within 3 months from the 

date on which an order permitting clearance and loading of goods for exportation under Sec. 51 is made by 

proper officer of customs 

 

Provided that the Assistant / Deputy Commissioner of Customs may, if he is satisfied that the exporter 

was prevented by sufficient cause to file his claim within the aforesaid period of 3 months, allow the 

exporter to file his claim within a further period of 3 months. 

 

C. The claim shall be filed alongwith the following documents, namely :- 

(i) Triplicate copy of the Shipping Bill bearing examination report recorded by the proper officer of the 

customs at the time of export. 

(ii) Copy of Bill of Entry or any other prescribed document against which goods were cleared on 

importation. 

(iii) Import invoice. 

(iv) Evidence of payment of duty paid at the time of importation of the goods. 

(v) Permission from Reserve Bank of India for re-export of goods, wherever necessary. 

(vi) Export invoice and packing list. 

(vii) Copy of Bill of lading or Airway bill. 

(viii) Any other documents as may be specified in the deficiency memo. 

Section 74 of the Customs Act, 1962 provides for drawback of duties paid at time of importation when 

the imported goods are re-exported. Hitherto this drawback inter alia comprised refund of basic 

customs duty and additional duties under Section 3 of the Customs Tariff Act (CTA), 1975. In this 

regard, Re-export of Imported Goods (Drawback of Customs Duties) Rules, 1995 refer. 

Under the GST regime, goods upon import shall be subject to integrated tax and compensation cess in 

terms of Sections 3(7) and 3(9) respectively of the CTA, 1975. Further, in terms of Section 3(12) of the 

CTA, 1975, the provisions of the Customs Act, 1962 and rules and regulations made thereunder relating 

inter alia to drawback shall apply to integrated tax and compensation cess also. Accordingly, drawback 

under Section 74 would include refund of integrated tax and compensation cess along with basic 

customs duty, etc 

In order to prevent dual benefit while sanctioning drawback under Section 74 of the Customs Act, 1962, 

it may be ensured that a certificate duly signed by the Central/State/UT GST officer, having jurisdiction 

over the exporter is obtained, that no credit of integrated tax /compensation cess paid on imported 

goods has been availed or no refund of such credit or integrated tax paid on re-exported goods has 

been claimed 

Circular No. 21/2017-Customs Dated 30.06.2017 
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Summary of duty drawback on re-export has been explained as follows 
Duty Drawback under Section 74 

(with respect to import duty) 
 
 
 

Goods are imported 
for business purpose 

 Goods are 
imported for 

personal purpose 
 
 
 
 
Exported 
after use 

 Exported 
without use 

 Exported 
within 2 years 
from the date 
of import 

 Exported after 2 
years but less 
than or equal to 4 
years from the 
date of import 

within 18 
months 

 After 18  
months 
 

 Within 2 
years 

 after 2 
years  
 

 
DDB 
based 
on 
period of 
use 
 

 No 
DDB 

 DDB 
@ 
98% 
 

 No 
DDB 
 

 DDB allowed 
without  
permission from 
CBIC 

 DDB allowed with  
permission from 
CBIC 
 

≤ 3 M 95%   Qtr DDB 
(%) 

  Qtr DDB(%) 

> 3 M ≤ 6 M 85%  Yr - 1 1 96  Yr - 3 1 69.5 

> 6 M ≤ 9 M 75%   2 92   2 67 

> 9 M ≤ 12 M 70%   3 88   3 64.5 

> 12 M ≤ 15 M 65%   4 84   4 62 

> 15 M ≤ 18 M  60%         

> 18 M NIL  Yr - 2 1 81  Yr - 4 1 60 

    2 78   2 58 

    3 75   3 56 

    4 72   4 54 
 

 

List of goods which are not entitled to drawback at all:  

 

No drawback of import duty will be allowed in respect of the following goods, if they have been used after their 

importation in India: 

a. Wearing Apparel; 

b. Tea Chests; 

c. Exposed cinematograph films passed by Board of Film Censors in India. 

d. Unexposed photographic films, paper and plates, and X-ray films. 

It implies that if these goods are not used after their importation into India and subsequently re-exported 

in the condition they were imported, then they would be entitled to 98% drawback.  



CMA - CUSTOM                                                                      SATC                                                                                       H.4 

  | SURAJ AGRAWAL TAX CLASS | LAXMI NAGAR | NEW DELHI  | 011-47542530 | +91 85272 30445 | 

SECTION 75: Drawback on imported materials used in the manufacture of goods which are 

exported 

1. Where it appears to the Central Government that in respect of goods of any class or description 

manufactured, processed or on which any operation has been carried out in India, being goods which 

have been entered for export and in respect of which an order permitting the clearance and loading thereof 

for exportation has been made under section 51 by the proper officer, or being goods entered for export by 

post under Section 84 and in respect of which an order permitting clearance for exportation has been made 

by the proper officer, a drawback should be allowed of duties of customs chargeable under this Act on 

any imported materials of a class or description used in the manufacture or processing of such goods or 

carrying out any operation on such goods, the Central Government may, by notification in the Official 

Gazette, direct that drawback shall be allowed in respect of such goods in accordance with, and subject 

to, the rules made under sub-section (2) 

 

Further, no drawback shall be allowed under this sub-section in respect of any of the aforesaid goods which 

the Central Government may, by rules, specify, if the export value of such goods or class of goods is 

less than the value of the imported materials used in the manufacture or processing of such goods or 

carrying out any operation on such goods or class of goods, or is not more than such percentage of the 

value of the imported materials used in the manufacture or processing of such goods or carrying out any 

operation on such goods or class of goods as the Central Government may, by notification in the Official 

Gazette, specify in this behalf [Negative Value Addition or Minimum Value Addition] 

 

Non Receipts of Export Proceeds: Further, where any drawback has been allowed on any goods under 

this sub-section and the sale proceeds in respect of such goods are not received by or on behalf of the 

exporter in India within the time allowed under the Foreign Exchange Management Act, 1999, such 

drawback shall except under such circumstances or such conditions as the Central Government may, by 

rule, specify, be deemed never to have been allowed and the Central Government may, by rules , specify the 

procedure for the recovery or adjustment of the amount of such drawback. [Section 75(1)] 

 

Imported Material Not Fully Utilised: Where it appears to the Central Government that the quantity of a 

particular material imported into India is more than the total quantity of like material that has been 

used in the goods manufactured, processed or on which any operation has been carried out in India and 

exported outside India, then, the Central Government may, by notification in the Official Gazette, declare 

that so much of the material as is contained in the goods exported shall, for the purpose of sub-

section (1), be deemed to be imported material. [Section 75(1A)] 

 

2. The Central Government may make rules for the purpose of drawback and, in particular, such rules 

may provide – 

a. for the payment of drawback equal to the amount of duty actually paid on the imported materials used 

in the manufacture or processing of the goods or carrying out any operation on the goods or as is 

specified in the rules as the average amount of duty paid on the materials of that class or description 

used in the manufacture or processing of export goods or carrying out any operation on export goods of 

that class or description either by manufacturers generally or by persons processing or carrying on any 

operation generally or by any particular manufacturer or particular person carrying on any process or 

other operation, and interest if any payable thereon; 

 

b. for specifying the goods in respect of which no drawback shall be allowed; 

 

c. for specifying the procedure for recovery or adjustment of the amount of any drawback which had 

been allowed or interest chargeable thereon 

 

d. for the production of such certificates, documents and other evidence in support of each claim of 

drawback as may be necessary; 
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e. for requiring the manufacturer or the person carrying out any process or other operation to give access to 

every part of his manufactory to any officer of customs specially authorised in this behalf by the 

Assistant / Deputy Commissioner of Customs to enable such authorised officer to inspect the 

processes of manufacture, process or any other operation carried out and to verify by actual check 

or otherwise the statements made in support of the claim for drawback. 
 

f. for the manner and the time within which the claim for payment of drawback may be filed; 

 

3. The power to make rules shall include the power to give drawback with retrospective effect from a date 

not earlier than the date of changes in the rates of duty on inputs used in the export goods 

 

Customs and Central Excise Duties Drawback Rules, 2017 [Effective from 01.10.2017] 
 

Customs & Central Excise Duties Drawback Rules, 1995 have been superseded by the Customs & Central 

Excise Duties Drawback Rules, 2017 vide Notification No. 88/ 2017 Cus (NT) dated 21.09.2017. Definition of 

Drawback has been amended to provide for drawback of Customs and Central Excise duties excluding 

integrated tax leviable under sub-section (7) and compensation cess leviable under sub-section (9) respectively of 

section 3 of the Customs Tariff Act, 1975 chargeable on any imported materials or excisable materials used in the 

manufacture of goods exported.  References to input services and Service Tax have been omitted. 

As per Rule 2, Drawback in relation to any goods manufactured in India and exported, means the rebate of duty 

excluding integrated tax leviable under sub-section (7) and compensation cess leviable under sub-section 

(9) respectively of section 3 of the Customs Tariff Act, 1975 chargeable on any imported materials or excisable 

materials used in the manufacture of such goods. 

 
RULE 3 -   All Industry Drawback Rates 

Subject to the provisions of the Customs Act, 1962, the Central Excise Act, 1944, and the rules made there-under; 

and these rules [Drawback rules], a drawback may be allowed on the export of goods at such amount, or at 

such rates, as may be determined by the Central Government.  

Proportionate Duty Drawback: However, where any goods are produced or manufactured from imported 

materials or excisable materials, on some of which only the duty chargeable thereon has been paid and not 

on the rest, or only a part of the duty chargeable has been paid; or the duty paid has been rebated or 

refunded in whole or in part or given as credit, under any of the provisions of the Customs Act, 1962 and the rules 

made thereunder, or of the Central Excise Act, 1944 and the rules made thereunder, the drawback admissible 

on the said goods shall be reduced taking into account the lesser duty paid or the rebate, refund or credit 

obtained. 

No drawback in certain cases: [3 Marks] 

No drawback shall be allowed -  

(i) if the said goods, except tea chests used as packing material for export of blended tea, have been taken into 

use after manufacture;  

(ii) if the said goods are produced or manufactured, using imported materials or excisable materials in respect of 

which duties have not been paid;  

(iii) on jute batching oil used in the manufacture of export goods, namely, jute (including Bimlipatam jute or 

mesta fibre) yarn, twist, twine, thread, cords and ropes;  

(iv) if the said goods, being packing materials have been used in or in relation to the export of -  

A. jute yarn (including Bimlipatam jute or mesta fibre), twist, twine, thread and ropes in which jute yarn 

predominates in weight;  

B. jute fabrics (including Bimlipatam jute or mesta fibre), in which jute predominates in weight;  

C. jute manufactures not elsewhere specified (including Bimlipatam jute or mesta fibre) in which jute 

predominates in weight. 
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[5 Marks] - Factors considered while determining amount/rate of drawback: In determining the amount or 

rate of drawback under this rule, the Central Government shall have regard to -  

a. the average quantity or value of each class or description of the materials from which a particular class 

of goods is ordinarily produced or manufactured in India.  

 

b. the average quantity or value of the imported materials or excisable materials used for production or 

manufacture in India of a particular class of goods. 

 

c. the average amount of duties paid on imported materials or excisable materials used in the 

manufacture of semis, components and intermediate products which are used in the manufacture of goods.  

 

d. the average amount of duties paid on materials wasted in the process of manufacture and catalytic 

agents.  

 

However, if any such waste or catalytic agent is re-used in any process of manufacture or is sold, the 

average amount of duties on the waste or catalytic agent re-used or sold shall also be deducted.  

 

e. the average amount of duties paid on imported materials or excisable materials used for containing or, 

packing the export goods.  

 

f. any other information which the Central Government may consider relevant or useful for the purpose. 

 

Revision of rates [Rule 4]:  

The Central Government may revise amount or rates determined under rule 3. 

 

Determination of date from which the amount or rate of drawback is to come into force and the effective 

date for application of amount or rate of drawback [Rule 5]:  

The Central Government may specify the period upto which any amount or rate of drawback determined under 

rule 3 or revised under rule 4, as the case may be, shall be in force. 

Where the amount or rate of drawback is allowed with retrospective effect, such amount or rate shall be 

allowed from such date as may be specified by the Central Government by notification in the Official Gazette 

which shall not be earlier than the date of changes in the rates of duty on inputs used in the export goods. 

The provisions of section 16, or section 83(2), of the Customs Act, 1962 shall determine the amount or rate of 

drawback applicable to any goods exported under these rules 

 

Cases where amount or rate of drawback has not been determined [Rule 6]:  Brand Rate of duty drawback 

Where no amount or rate of drawback has been determined in respect of any goods, any exporter of such goods 

may, within 3 months from the date relevant for the applicability of the amount/rate of drawback, apply to 

the Principal Commissioner/ Commissioner of Customs, as the case may be, having jurisdiction over the 

place of export, for determination of the amount or rate of drawback thereof stating all the relevant facts including 

the proportion in which the materials or components are used in the production or manufacture of goods and the 

duties paid on such materials or components.  

However, in case an exporter is exporting the aforesaid goods from more than one place of export, he shall 

apply to the Principal Commissioner/Commissioner of Customs, having jurisdiction over any one of the said 

places of export.  

On receipt of an application, the Principal Commissioner/ Commissioner of Customs, as the case may be, 

shall, after making or causing to be made such inquiry as it deems fit, determine the amount or rate of 

drawback in respect of such goods 
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Provisional drawback:   

While making an application under this rule, an exporter may apply for a provisional amount of drawback 

pending determination of the amount or rate of drawback.    

The Principal Commissioner/ Commissioner of Customs, may, after considering the application, allow 

provisionally payment of an amount not exceeding the amount claimed by the exporter in respect of such 

export  

For the said purpose, he may require the exporter to enter into a general bond for such amount, and subject 

to such conditions, as he may direct; or to enter into a bond for an amount not exceeding the full amount 

claimed by such exporter as drawback in respect of a particular consignment and binding himself to refund the 

amount so allowed provisionally, if for any reason, it is found that the duty drawback was not admissible; or to 

refund the excess, if any, paid to such exporter provisionally if it is found that a lower amount was payable as duty 

drawback.  The bond may be required to be furnished with prescribed surety or security.  

When the amount or rate of drawback payable on such goods is finally determined, the amount provisionally paid 

to such exporter shall be adjusted against the drawback finally payable and if the amount so adjusted is in 

excess or falls short of the drawback finally payable, such exporter shall repay to the Principal Commissioner/ 

Commissioner of Customs, as the case may be, the excess or be entitled to the deficiency, as the case may be.  

Revocation of or direction to withdraw the rate/ amount of drawback determined under this rule:   

Where the Central Government considers it necessary so to do, it may revoke the rate of drawback/ amount of 

drawback determined under this rule or may direct the Principal Commissioner/ Commissioner of Customs to 

withdraw the rate of drawback or amount of drawback determined. 

Cases where amount or rate of drawback determined is low [Rule 7]:   Special Brand Rate of duty 

drawback 

 

Where, in respect of any goods, the exporter finds that the amount or rate of drawback determined under rule 3 

or, as the case may be, revised under rule 4, for the class of goods is less than 80% of the duties paid on the 

materials or components used in the production or manufacture of the said goods, he may, except where a 

claim for drawback under rule 3 or rule 4 has been made, within 3 months from the date relevant for the 

applicability of the amount or rate of drawback, make an application to the Principal Commissioner/ 

Commissioner of Customs, as the case may be, having jurisdiction over the place of export, for determination of 

the amount or rate of drawback thereof stating all relevant facts including the proportion in which the materials or 

components are used in the production or manufacture of goods and the duties paid on such materials or 

components.  

However, in case an exporter is exporting the aforesaid goods from more than one place of export, he shall apply 

to the Principal Commissioner/ Commissioner of Customs, having jurisdiction over any one of the said places of 

export.  

Extension of the time-limits prescribed under Rule 6 & 7: - 3 Marks 

  

Authority Period of 
extension 

Application fee Grant/refuse of 
extension 

Assistant / Deputy 
Commissioner 
 

3 Months (i) 1% of the FOB 
value of exports  

        or  

(ii) ` 1,000/-   
whichever is less 
 

 
The concerned authority 
may, on an application 
and after making such 
enquiry as he thinks fit, 
grant extension or 
refuse to grant 
extension after recording 
in writing the reasons for 
such refusal 

Principal Commissioner 
/ Commissioner 

Further extension 
of 6 months 

(i) 2% of the FOB 
value of exports  

        or  

(ii) ` 2,000/-   
whichever is less 
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Revocation of or direction to withdraw the rate/ amount of drawback determined under this rule:   

Where the Central Government considers it necessary so to do, it may revoke the rate of drawback/ amount of 

drawback determined under this rule or may direct the Principal Commissioner/ Commissioner of Customs to 

withdraw the rate of drawback or amount of drawback determined.  

RULE 8 - Cases where no amount or rate of drawback is to be determined  

No amount or rate of drawback shall be determined in respect of any goods or class of goods under rule 6 or rule 

7, as the case may be, if the export value of each of such goods or class of goods in the bill of export or shipping 

bill is less than the value of the imported materials used in the manufacture of such goods or class of goods, 

or is not more than such percentage of the value of the imported materials used in the manufacture of such 

goods or class of goods as the Central Government may, by notification in the Official Gazette, specify in this 

behalf. 

RULE 9 Upper limit of drawback amount or rate  

The drawback amount or rate determined under rule 3 shall not exceed one third of the market price of the 

export product. 

RULE 17 Repayment of erroneous or excess payment of drawback and interest  

Where an amount of drawback and interest, if any, has been paid erroneously or the amount so paid is in excess 

of what the claimant is entitled to, the claimant shall, on demand by a proper officer of Customs repay the amount 

so paid erroneously or in excess, as the case may be, and where the claimant fails to repay the amount it 

shall be recovered in the manner laid down in sub-section (1) of section 142 of the Customs Act, 1962. 

RULE 18 Recovery of amount of drawback where export proceeds not realized 

Where an amount of drawback has been paid to an exporter or a person authorised by him (hereinafter referred to 

as the claimant) but the sale proceeds in respect of such export goods have not been realised by or on 

behalf of the exporter in India within the period allowed under the Foreign Exchange Management Act, 

1999 (FEMA), including any extension of such period, such drawback shall, except under circumstances or 

conditions specified in this rule, be recovered in the manner specified.  

 

However, the time-limit referred to in this sub-rule shall not be applicable to the goods exported from the DTA 

to a SEZ.   
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Types of Duty Drawback (Section 75 read with New Drawback Rules 2017) 
Customs & Central Excise Duties Drawback Rules 2017 
 
Duty drawback rates are of following types –  

(i) All Industry Rate (Rule 3) 

(ii) Brand Rate (Rule 6) and  

(iii) Special Brand Rate (Rule 7) 

 
(i) All Industry Drawback Rates (Rule 3) 

The all industry rates are fixed by the Drawback Directorate, usually as a fixed percentage of the FOB price 
of export goods. It is normally revised on 1st June every year.  
 
Duty drawback rate shall not exceed 33% of market price of export goods. In some cases, value cap has 
been fixed. In such cases, maximum drawback allowable per unit of quantity has been specified (This is to 
avoid misuse by over-valuation of export goods]. 

 

(ii) Brand Rate of duty drawback 
 

It is possible to fix All Industry Rate only for some standard products. It cannot be fixed for special type of 
products. In such cases, brand rate is fixed.  
 
The manufacturer exporter has to submit application with all details to Principal Commissioner / 
Commissioner of Customs. Such application must be made within 3 months of export. This period can 
be extended by AC/DC of Customs by further 3 months. Further extension of 6 months can be granted 
if delay was due to abnormal situations. 
 
Duty drawback rate shall not exceed 33% of market price of export goods 
 

(iii) Special Brand Rate of duty drawback 
 

All Industry rate is fixed on average basis. Thus, a particular manufacturer or exporter may find that amount or 
rate of drawback determined under rule 3 or, as the case may be, revised under rule 4, for the class of goods 
is less than 80% of the duties paid on the materials or components used in the production or 
manufacture of the said goods. 
 
In such case, he can apply under Rule 7 of Drawback Rules for fixation of Special Brand Rate, within 3 
months from export. This period can be extended by AC/DC of Customs by further 3 months. Further 

extension of 6 months can be granted if delay was due to abnormal situations. 
 

 
Duty drawback rate shall not exceed 33% of market price of export goods 
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Comparison of the provision of Section 74 and 75 
 

Question: Give a comparison between Section 74 and 75 of the Customs Act, 1962 relating to duty 
drawback.                                                                                                                                      

�  

s.no Drawback allowable on re-export of duty paid 
goods (Sec 74) 

Drawback on material used in the manufacture of 
exported goods (Sec 75) 

(i) Drawback, in relation to any goods Exported out of 
India, means refund of duty paid on importation of 
such goods in terms of section 74.  
 
Thus, drawback is allowed only if import duties of 
customs is paid. 
 

“Drawback” in relation to any goods manufactured in India 
and exported, means the rebate of duty chargeable on the 
imported materials used in the manufacture of such 
goods. 

(ii) The identity of the goods exported should be 
established as the one, which was imported on 
payment of duty. 

The goods exported under this section is one different 
from the inputs as the inputs are manufactured, 
processed or any operations are carried on then before 
their export. 
 

(iii) Drawback under this section is available on all goods 
(Identification is the only criterion) 
 

Drawback under this section is available only on notified 
goods. 

(iv) The exported goods should have been imported and 
customs duty is paid thereon. 
 

The goods to be exported may be manufactured or 
processed from imported as well as indigenous inputs 
or by utilizing input services. 
 

(v) The rate of drawback is 98% in case the goods are 
exported without use. 
 
The rate of drawback on goods taken into use is 
separately notified depending upon the period of use, 
depreciation in value and other relevant factors. 
 

Rate per unit of final article to be exported is fixed by 
taking into account 

a) Mode of manufacture 
b) Input-output ratio 
c) Standardization of the products etc. 

(vi) The goods should be exported within two years from 
the date of payment of duty or such extended time as 
the board (CBIC) may allow. 
 

No such restrictions. 
 

(vii) There is no criterion of minimum value addition, which 
is to be fulfilled before export for claim of drawback. 
 

It has been specifically provided that there should not be 
negative value addition and in case where minimum 
value addition is specified the same should be achieved for 
claim of drawback. 
 

(viii) No provision in this behalf The sale-proceeds in respect of such goods on which the 
drawback has been allowed, have to be received by the 
exporter or by any person on his behalf with the period as 
specified in the FEMA, 1999.  
 
In absence of this, such drawback shall be deemed never 
to have been allowed and procedure for recovery or 
adjustment of the drawback amount will be initiated 
 

(ix) Drawback is possible in respect of IGST & GST 
Cess. 

Drawback computation does not consider IGST & GST 
Cess paid on imported material. 

 
 
 
  



CMA - CUSTOM                                                                      SATC                                                                                       H.11 

  | SURAJ AGRAWAL TAX CLASS | LAXMI NAGAR | NEW DELHI  | 011-47542530 | +91 85272 30445 | 

SECTION 75A:  Interest on Drawback 

1. Where any drawback payable to a claimant under Section 74 or Section 75 is not paid within a period of 1 

month from the date of filing a claim for payment of such drawback, there shall be paid to that claimant in 

addition to the amount of drawback, interest at the rate fixed under section 27A from the date after the 

expiry of the said period of one month till the date of payment of such drawback. 

 

2. Where any drawback has been paid to the claimant erroneously or it becomes otherwise recoverable under 

this Act or the rules made thereunder, the claimant shall, within a period of 2 months from the date of 

demand, pay in addition to the said amount of drawback, interest at the rate fixed under Section 28AA 

and the amount of 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. 

SECTION 76: Prohibition and regulation of drawback in certain cases – 3 Marks 

1. Notwithstanding anything herein before contained, no drawback shall be allowed- 

(a) in respect of any goods the market-price of which is less than the amount of drawback due thereon; 

(b) where the drawback due in respect of any goods is less than `̀̀̀ 50/-. 

  

2. Without prejudice to the provisions of sub-section (1), if the Central Government is of opinion that goods 

of any specified description in respect of which drawback may be claimed under this Chapter are 

likely to be smuggled back into India, it may, by notification in the Official Gazette, direct that drawback 

shall not be allowed in respect of such goods or may be allowed subject to such restrictions and conditions 

as may be specified in the notification. 

 

Write down few items which are in the negative list of duty drawback [CMA INTER RTP DEC 2018] 
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 “Section 76 of the Customs Act, 1962 contains the provisions in respect of prohibition and regulation of 
drawback and no drawback.” — State the circumstances where this provision will apply.  

[CMA Final RTP Jun 2018] 

Section 75 of Customs Act, 1962 & related rules provides some disallowances or cases when drawback 
allowed can be recovered. Section 76 of the Customs Act, 1962 contains the provisions in respect of 
prohibition and regulation of drawback. Drawback Rules also provide for some disallowances.  
 
These are summarised below:  
 
a. In respect of any goods, the market price of which is less than the amount of drawback due thereon,  

b. If no customs is paid on the inputs 

c. If the Central Government is of the opinion that goods of any specified description in respect of which 

drawback is claimed under this Chapter are likely to be smuggled back into India.  

d. If imported inputs were obtained under Advance License without payment of duty  

e. Goods manufactured under Customs Bond where inputs were obtained without payment of duty  

f. When ITC is claimed on inputs and input services then no duty drawback is allowed in respect of GST 

portion.  However, if the goods have already suffered the customs duty then duty drawback is allowed to the 

extent of customs duties.  

g. Duty drawback is not allowed if the exporter has already availed the Duty Entitlement Pass Book (DEPB) 

or other export incentives.  

h. If the sale proceeds not received within the time period allowed by Reserve Bank of India.  

i. Export to Nepal and Bhutan and the export proceeds are not received in hard currency (it means USD, GBP 

or Pounds).  

j. In case of negative value addition – i.e. selling price of exported goods is less than value of imported 

goods i.e. foreign exchange spent on import of raw material is more than FOB Value of exports.  

k. Duty drawback is more than 1/3rd of market value of exported goods, then amount of duty drawback is 

restricted to 1/3rd of market value.   

l. Where specific rates are provided, drawback will not be paid if it is less than 1% of FOB Value of the 

product, unless drawback claim per shipment is over `̀̀̀ 500. 

m. Where the amount of drawback in respect of any goods is less than    `̀̀̀ 50. 
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Refund/Claim of countervailing duty as duty drawback  

With respect to countervailing duties which are leviable under section 9 of the Customs Tariff Act, the Board 

has clarified that these are rebatable as drawback in terms of section 75 of the Customs Act.   

Since countervailing duties are not taken into consideration while fixing All Industry Rates of duty 

drawback, the drawback of such countervailing duties can be claimed under an application for Brand Rate 

under Rule 6 or Rule 7 of the Customs and Central Excise Duties Drawback Rules, 2017.   

This implies that drawback shall be admissible only where the inputs that suffered countervailing duties were 

actually used in the goods exported as confirmed by the verification conducted for fixation of Brand Rate.  

Further, where imported goods subject to countervailing duties are exported out of the country as such, then the 

drawback payable under section 74 of the Customs Act, 1962 would also include the incidence of 

countervailing duties as part of total duties paid, subject to fulfilment of other conditions.  

[Circular No. 49/2017 Cus dated 12.12.2017]  
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Practical Questions 
 
Question 1:  
Calculate the amount of duty drawback allowable under section 74 of the Customs Act, 1962 in following 
cases: 

(a) Salman imported a motor car for his personal use and paid `̀̀̀ 5,00,000 as import duty. The car is re-
exported after 6 months and 20 days. 
 

(b) Nisha imported wearing apparel and paid `̀̀̀ 50,000 as import duty. As she did not like the apparel, 
these are re-exported after 20 days. 
 

(c) Super Tech Ltd. imported 10 computer systems paying customs duty of `̀̀̀ 50 lakh. Due to some 
technical problems, the computer systems were returned to foreign supplier after 2 months without 
using them at all. 

 
Solution: 

(a) The amount of duty drawback is `̀̀̀    4,40,000 (i.e. `̀̀̀    5,00,000 x 88%), since these goods used in India. 
 

(b) Duty drawback is allowed when wearing apparels are re-exported without being used. Amount is `̀̀̀ 

49,000 (i.e. `̀̀̀ 50,000 x 98%), 
 

(c) Duty drawback is `̀̀̀ 49,00,000 (i.e. `̀̀̀ 50,00,000 x 98%), since these goods are re-exported without being used. 
 
Question 2:  
Computation of duty drawback: ‘A’ exported a consignment under drawback claim consisting of the 
following items— 
 

Particulars Chapter Heading FOB value  

(`̀̀̀) 

Drawback rate 

200 pieces of pressure stores mainly 

made of beans @ `̀̀̀ 80/piece 

74.04 16,000 4% of FOB 
 

200 Kgs. Brass utensils @ `̀̀̀ 200 per 
Kg. 

74.13 40,000 `̀̀̀  24/Kg. 

200 Kg. Artware of brass @ `̀̀̀ 300 per 
Kg 

74.22 60,000 17.50% of FOB subject to 

a maximum of `̀̀̀ 38 per 
Kg. 

On examination in docks, weight of brass Artware was found to be 190 Kgs. and was recorded on 
shipping bill. Compute the drawback on each item and total drawback admissible to the party. 

CMA FINAL RTP JUNE 2018 
 
Solution: 

The drawback on each item and total drawback admissible to the party shall be‑‑‑‑ 

Particulars FOB value  

(`̀̀̀)))) 

Drawback rate Drawback 

Amount ( `̀̀̀ )  

200 pc pressure stoves  
200 Kgs. Brass utensils 
200 kgs. Artware of brass, whose 
actual weight was 190 Kgs. only. 
 

16,000 
40,000 
60,000 
 

4% of FOB 
`̀̀̀ 24 per Kg. 
17.50% of FOB subject to maximum 

of `̀̀̀ 38 per Kg. (`̀̀̀ 9,975 or `̀̀̀ 7,220 
whichever is less) 

640 
4,800 
7,220 

 

Total Drawback admissible (in `̀̀̀) 12,660 

 
Question 3: 

X Ltd has exported following goods Product P, FOB value worth `̀̀̀ 1,00,000 and the rate of duty drawback 

on such export of goods is 0.75%. FOB value of product ‘Q’ worth `̀̀̀ 10,000 and the rate of duty drawback 
on such export of goods is 1%. Will X Ltd be entitled to any duty drawback? 
 
Solution: 

Duty drawback on product P allowed is `̀̀̀ 750 (i.e. `̀̀̀ 1,00,000 x 0.75%), since amount is more than `̀̀̀ 500. 
Duty drawback on product Q is allowed, because the amount of duty drawback `̀̀̀ 100 (which is more than `̀̀̀ 50). 
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Question 4:  
Y Ltd has been exported following goods to USA. Discuss whether any duty drawback is admissible 
under Section 75 of the Customs Act, 1962. 

Product FOB Value of Exported goods      

(`̀̀̀) 
Market Price of goods (`̀̀̀) Duty drawback rate 

A 2,50,000 1,80,000 30% of FOB 

B 1,00,000 50,000 0.75% of FOB 

C 8,00,000 8,50,000 3.50% of FOB 

D 2,000 2,100 1.50% of FOB 

 

Note: Imported value of product C is `̀̀̀ 9,50,000. 
 
Solution:  
Duty draw back amount for all the products are as follows 
 
Product A: 
Drawback amount = `̀̀̀ 2,50,000 x 30% =  `̀̀̀ 75,000 or  `̀̀̀ 1,80,000 x 1/3 =  `̀̀̀ 60,000 
Allowable duty draw back does not exceed 1/3 of the market value. 

Hence, the amount of duty drawback allowed is `̀̀̀  60,000 
 
Product B: 
Drawback amount allowed is `̀̀̀ 750 (i.e.  `̀̀̀ 1,00,000 x .0.75%). Since, the amount is more than `̀̀̀ 500 even though 
the rate is less than 1%. 
 
Product C: 
No duty drawback is allowed, since the value of export is less than the value of import (i.e. negative sale) 
 

Product D: 
No duty drawback is allowed, since the duty drawback amount is `̀̀̀ 30 (which is less than  `̀̀̀ 50). Though rate of 
duty drawback is more than 1%, no duty drawback is allowed. 
 
Question 5 
Ascertain whether the exporter is entitled to duty drawback in the following independent cases and if yes, 
what the quantum of such duty drawback is: 
(i) FOB value of goods exported is `̀̀̀ 50,000. Rate of duty drawback on such export of goods is 1%. 

(ii) FOB value of 2,000 kgs goods exported is `̀̀̀ 2,00,000. Rate of duty drawback on such export is `̀̀̀ 30 per 

kg. Market price of goods is `̀̀̀ 50,000 (in wholesale market) 
 
Answer 
(i) No amount of drawback shall be allowed if the rate of drawback is less than 1% of the FOB value, except 

where the amount of drawback per shipment exceeds `̀̀̀ 500.  Further, drawback is not allowed where the 

drawback due in respect of any goods is less than `̀̀̀ 50.  
 

In the given case, since the rate of duty drawback is not less than 1% and drawback due is `̀̀̀ 500 (1% of FOB 

value) which is more than `̀̀̀ 50, duty drawback shall be allowed. 
 

(ii) No drawback shall be allowed in respect of any goods, the market price of which is less than the 
amount of drawback due thereon.  
 

In this case, the market price of the goods is `̀̀̀ 50,000, which is less than the amount of duty drawback, i.e. 

2,000 kgs x `̀̀̀ 30 = `̀̀̀ 60,000. Hence, no drawback shall be allowed. 
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Question 6 
"The duty drawback granted under customs law will be recovered where sale proceeds are not realized by 

an exporter within the period allowed under FEMA". Explain the exception(s), if any, to this rule. 

 [CMA INTER JUNE 2018 EXAM – 4 MARKS] 

Answer (Modified Answer) 
As per Rule 18 of Customs & Central Excise Duties Drawback Rules 2017, where an amount of drawback 

has been paid to an exporter or a person authorised by him (hereinafter referred to as the claimant) but the sale 

proceeds in respect of such export goods have not been realised by or on behalf of the exporter in India within 

the period allowed under the Foreign Exchange Management Act, 1999 (FEMA), including any extension 

of such period, such drawback shall, except under circumstances or conditions specified in this rule, be 

recovered in the manner specified.  

 

However, the time-limit referred to in this sub-rule shall not be applicable to the goods exported from the DTA 

to a SEZ.  

Question 7 
When a vessel caught up in the rough waters and sank in the territorial waters, can the duty drawback be 

claimed?  

[CMA INTER JUNE 2018 EXAM – 3 MARKS] 

Answer 
In Union of India v. Rajindra Dyeing & Printing Mills Ltd., 2005 (180) ELT 433 (SC): The vessel sunk within 
territorial waters of India and therefore there is no export. Accordingly, no duty drawback shall be available in this 
case. The territorial waters extend to 12 nautical miles into the sea from the base line. 

 

Question 8 
Calculate the amount of duty drawback allowable under section 74 of the Customs Act, 1962 in the 
following cases: 
 

(a) Infopro Ltd., imported 50 computers paying customs duty of `̀̀̀ 30,000 per computer. Due to some 

technical problems, of the 50 computers imported, 25 computers were re-exported to the foreign 

supplier after 1 month without using them at all. 

 

(b) M/s. RKM Films P. Ltd., imported wearing apparels from USA paying duty of `̀̀̀ 5,00,000 and were used 

in their upcoming movie. The apparels were re-exported to USA after use after 3 months. 

[CMA INTER JUNE 2018 EXAM – 4 MARKS] 

Answer 

(a) Duty Drawback is `̀̀̀ 7,35,000/- [`̀̀̀ 30000 × 25 × 98%], since the computers are re-exported without being 

used. 

 

(b) Duty drawback on wearing apparel is not allowed as they were re-exported after being used. 

 

Question 9 
Infinity Corporation has imported goods and the following particulars are available for claiming duty 
drawback under sections 74 & 75 of Customs Act, 1962: 
 

(a) Custom duty has been paid on goods imported for use and                                                                 

have been out of customs control for 14 months                                                         `̀̀̀ 14,00,000 
 

(b) Raghuveer exports manufactured goods having FOB value of                             `̀̀̀ 86,000. 
Rate of duty drawback on FOB value of exports     40% 

Market value of the export product       `̀̀̀ 96,000  
   
Determine duty drawback with explanations in the above cases.  
 

[CA FINAL – MAY 2018 – 4 Marks] 
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Answer 
(a) As per Section 74 of Customs Act, 1962 read with relevant Notification, 65% of import duty is to be paid as 

duty drawback if goods are used after importation and have been out of customs control for export for a 
period of more than 12 months but not more than 15 months. 
 

Therefore, amount of duty drawback = `̀̀̀ 14,00,000 x 65% = `̀̀̀ 9,10,000 
 

(b) Amount of duty drawback = `̀̀̀ 86,000 x 40% =  `̀̀̀ 34,400 
 

However, the drawback amount should not exceed one third of the market price of the export product 
as per rule 9 of Customs & Central Excise Duties Drawback Rules, 2017. 

 

Thus, upper limit of drawback amount = `̀̀̀ 96,000/3 = `̀̀̀ 32,000 
 

Thus, the amount of duty drawback in the present case will be restricted to `̀̀̀ 32,000 
 

10. Calculate the amount of duty drawback allowable under section 74 of the Customs Act, 1962 in 

following cases:  

a. Salman imported a motor car for his personal use and paid `̀̀̀ 5,00,000 as import duty. The car is 

re-exported after 6 months and 20 days.  

b. Nisha imported wearing apparel and paid `̀̀̀ 50,000 as import duty. As she did not like the apparel, 

these are re-exported after 20 days.  

c. Super Tech Ltd. imported 10 computer systems paying customs duty of `̀̀̀ 50 lakh. Due to some 

technical problems, the computer systems were returned to foreign supplier after 2 months 

without using them at all. 

 

Solution: 

(a) The amount of duty drawback is ` 4,40,000  (i.e. ` 5,00,000 @ 88%), since these goods are used in India.  

(b) Duty drawback is NIL, assumed that wearing apparels are re-exported after being used.  

(c) Duty drawback is ` 49,00,000 (i.e. ` 50,00,000 x 98%), since these good are re-exported without being 

used. 

 

11. With reference to drawback on re-export of duty paid imported goods under section 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?  

 

Solution: 

 

(i) As per section 74 of the Customs Act, 1962, the duty paid imported goods are required to be entered for 

export within two years from the date of payment of duty on the importation.  This period can be extended 

by CBIC if the importer shows sufficient reason for not exporting the goods within two years.  

(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. 

 

12. An exporter exported 2,000 pairs of leather shoes @ `̀̀̀ 750 per pair. All industry rate of drawback in 

fixed on average basis i.e. @ 11% of FOB subject to maximum of `̀̀̀ 80 per pair. The exporter found that 

the actual duty paid on inputs was `̀̀̀ 1,95,000.  

 

He has approached you, as a consultant, to apply under Rule 7 of the drawback rules for fixation of 

‘special brand rate’. Advise him suitably.  
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Solution: 

Drawback Amount ` 1,65,000 (i.e. 2,000 x `  750 x 11%)    

or 

` 1,60,000 (i.e. ` 80 x 2,000) whichever is less.  

 

Therefore duty drawback allowed is ` 1,60,000.  

 

All Industry duty drawback rate = @82.05% [(1,60,000/1,95,000) x 100%].  

 

Therefore, exporter is eligible for claiming All Industry Duty Drawback 

 

13. Calculate the amount of duty drawback allowable under the Customs Act, 1962 in the  following 

cases:  

a. Jaggi Mehta imported a car from U.K. for his personal use and paid ` 4,50,000 as  import duty. 

However, the car is re-exported immediately without bringing it into use.  

b. Meenakshi imported a music player from Dubai and paid ` 12,000 as import duty.  She used it for 

four months but re-exports the same after four months.  

c. XYZ Ltd. exported 1000 kgs of a metal of FOB value of ` 1,00,000. Rate of duty  drawback on such 

export is ` 60 per kg. Market price of goods is ` 40,000 (in wholesale market).  

 

Solution: 

(a) Jaggi Mehta can claim duty drawback of ` 4,41,000 (98% of ` 4,50,000).  

(b) Meenakshi can claim duty drawback of ` 10,200  (i.e. 85% of ` 12,000)  

(c) XYZ Ltd. is not entitled to claim duty drawback in this case.  Since, market value of exported goods is less 

than the value of Duty Drawback. 

 

14. Alpha Ltd. manufactures heavy machinery. 50% of its production is exported to European countries. 

The machinery is manufactured with the help of imported components as well as indigenous raw 

materials. Alpha Ltd. regularly pays import duty and central excise duty on the imported components 

and indigenous raw materials respectively and claims duty drawback on exports made by it. On 

28.11.2019, it loaded a machinery manufactured by it on a vessel ‘Victoria’ for being exported to 

Germany. ‘Victoria’ set sail from Mumbai on 01.12.2019, but was caught up in the rough weather and 

sank in the territorial waters on 02.12.2019. The Customs Department has refused to grant duty 

drawback claimed by Alpha Limited in respect of the machinery loaded on 28.11.2019 for the reason 

that the machinery has not reached Germany. Examine the situation with the help of decided case 

laws, if any.  

 

Solution: 

Union of India v Rajindra Dyeing & Printing Mills Ltd. (SC): The vessel sunk within territorial waters of 

India and therefore there is no export.  

 

Accordingly, no duty drawback shall be available in this case. The territorial waters extend to 12 nautical 

miles into the sea from the base line. 

 

15. X Ltd. has imported 10 mainframe computer systems from USA in December 2019 paying customs 

duty of `̀̀̀ 60 lakhs. Due to some technical snags that developed in the system in March 2020 the 

supplier sent his technicians to India to resolve the same. No solution was found. In July 2020 X Ltd. 

decided to re-ship/return the goods to the foreign supplier. You are the Finance Manager of X Ltd. and 

have been approached for advice whether import duty already paid can be got back from the Central 

Government, when the goods are reshipped/returned. Briefly examine with reference to the provisions 

of Customs Act, 1962.  
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Solution:  
The amount of duty drawback depends upon whether the imported goods are used before re-export 
or not:  
1. If computer systems are exported without use, then the amount of duty drawback will be @98% of 

duty paid on imported goods provided these goods are re-exported within 2 years from the date of 
payment of duty.  

 
2. If computer systems are re-exported after being used, then amount of duty drawback is allowed based 

on the period of usage under Section 74(2) of the Customs Act, 1962, provided the company must re-
export the same within 18 months from the date of payment of duty on imported goods.  

 

 
16. Case Study: M/s CPS Textiles P Ltd. v. Joint Secretary (Mad.)  

The High Court held that the description of the goods as per the documents submitted along with the 
Shipping Bill would be a relevant criterion for the purpose of classification, if not otherwise disputed on the 
basis of any technical opinion or test.  
 
The petitioner could not plead that the exported goods should be classified under different headings contrary 
to the description given in the invoice and the Shipping Bill, which had been assessed and cleared for export.  
 
Further, the Court, while interpreting Section 75A(2) of the Customs Act, 1962, noted that when the claimant 
is liable to pay the excess amount of drawback, he is liable to pay interest as well. The section provides for 
payment of interest automatically along with excess drawback.  
 
No notice for the payment of interest need be issued separately as the payment of interest becomes 
automatic, once it is held that excess drawback has to be repaid. 
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Practical Questions – SET B 
 
1. Spatial Wireless Pvt. Ltd. imported five mainframe computer systems from Flexsonics Computers, 

USA on 31.01.20XX paying customs duty of `̀̀̀ 30.45 lakhs. The computers worked for some time but in 
June 20XX some technical faults developed in the systems resulting in complete closure of work. On 
being informed about the problem, Flexsonics Computers sent his technicians from USA, to repair 
the systems in June 20XX itself. However since no solution was found, the Management of Spatial  
Wireless Pvt. Ltd re-shipped/returned the goods to Flexsonics Computers, USA on 31.12.20XX. 

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. 
 
Answer: 
Yes, the import duty already paid can be claimed back on five mainframe computer systems imported by 
Spatial Wireless Pvt. Ltd. in accordance with the provision of Section 74 of Customs Act. 

Under this section, it is provided that when goods capable of being easily identified, which have been 
imported into India and upon which duty has been paid on importation are entered for export and the proper 
officer makes an order permitting clearance and loading of the goods for exportation, 98% of such duty shall 
be paid back as drawback. However, the goods should be identified to the satisfaction of Assistant 
Commissioner of Customs as the goods that were imported and the goods should have entered for export 
within two 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, 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% (rate notified by the Government in such case) of the import duty 
paid. 
 

2. Answer the following with reference to the provisions of the Customs Act, 1962 and rules made 
thereunder: 
 

(1) Mr. A filed a claim for payment of duty drawback amounting to `̀̀̀ 50,000 on 30.07.20XX. However, 
the amount was received on 28.10.20XX. You are required to calculate the amount of interest 
payable to Mr. A on the amount of duty drawback claimed. 
 

(2) Mr. X was erroneously refunded a sum of `̀̀̀ 20,000 in excess of actual drawback on 20.06.20XX. 
A demand for recovery of the same was issued by the Department on 28.08.20XX. Mr. X returned 
the erroneous refund to the Department on 20.10.20XX. You are required to calculate the amount 
of interest chargeable from Mr. X. 

Provide brief reasons for your answer. 

Solution: 
(1) Computation of interest payable to Mr. A on duty drawback claimed 

 

 Particulars  

Duty drawback claimed ` 50,000 

No. of days of delay [31.08.20XX to 28.10.20XX] 59 days 

Rate of interest 6% 

Quantum of interest (rounded off) [` 50,000 x 59/365 x 6/100] 485 

 

Note: Since the claim of duty drawback is not paid to claimant within 1 month from the date of filing 
such claim, interest @ 6% per annum is payable from the date after the expiry of the said 1 month 
period till the date of payment of such drawback [Section 75A(1) of the Customs Act, 1962]. 
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(2) Computation of interest chargeable from Mr. X on excess duty drawback paid 

Particulars  

Duty drawback erroneously refunded ` 20,000 

No. of days of delay [21.06.20XX to 20.10.20XX] 122 days 

Rate of interest 15% 

Quantum of interest (rounded off) [` 20,000 x 122/365 x 15/100] 1,003 

 
3. Ascertain whether the exporter is entitled to duty drawback in the following case and if yes, what is 

the quantum of such duty drawback? 
 

FOB value of 2,000 kg of goods exported is `̀̀̀ 2,00,000. Rate of duty drawback on such export is `̀̀̀ 

30 per kg. Market price of goods is `̀̀̀ 50,000 (in wholesale market). 
 
Solution: 
Section 76(1)(b) of the Customs Act, 1962 inter alia provides that no drawback shall be allowed in 
respect of any goods, the market price of which is less than the amount of drawback due thereon. In this 

case, the market price of the goods is ` 50,000, which is less than the amount of duty drawback, i.e.  

2,000 kgs x ` 30 = ` 60,000. Hence, no drawback shall be allowed. 
 
4. Write a short note on “prohibition and regulation of drawback” with reference to the provisions of 

section 76 of the Customs Act, 1962. 
 
Solution: 
The provisions in respect of prohibition and regulation of drawback as contained in section 76 of 

the Customs Act, 1962 are explained hereunder: 

(1) No drawback is allowed in respect of any goods, the market price of which is less than the amount of 
drawback due thereon. This provision has been made to prohibit export of cheap goods at inflated price 
to get benefit of higher duty drawback. Further, drawback is also not allowed where the amount of 

drawback in respect of any goods is less than ` 50. 

(2) If the Central Government is of the opinion that goods of any specified description in respect of which 
drawback is claimed are likely to be smuggled back into India, it may, not allow drawback in respect of 
such goods or alternatively allow the drawback subject to certain restrictions and conditions. 

 
5. Explain briefly the provisions relating to drawback allowable on re-export of duty paid imported 

goods when: 
(i) Duty paid imported goods are re-exported as such 
(ii) Duty paid imported goods are used before being re-exported 
 

Solution: 
(i) Duty paid imported goods re-exported as such 

When duty paid goods are re-exported as such, drawback is allowed under the provisions of section 
74(1) of the Customs Act, 1962. Sub- section (1) of section 74 of the Customs Act, 1962 provides that 
following conditions need to be satisfied before claiming drawback: 

(a) the goods should have been imported into India; 

(b) the import duty should have been paid thereon; 

(c) the goods should be capable of being easily identified as the goods, which were originally 
imported; 

(d) the goods should have been entered for export either on a shipping bill through sea or air or on a bill 
of export through land, or as baggage, or through post and the proper officer, after proper 
examination of the goods and after ensuring that there is no prohibition or restriction on their export, 
should have permitted clearance of such goods for export; 

(e) the goods should have been identified to the satisfaction of the Assistant or Deputy Commissioner of 
Customs as the goods, which were imported, and 

(f) the goods should have been entered for export within two years - which can be extended further 
by Board on sufficient cause being shown - from the date of payment of duty on the importation 
thereof. 
Once these conditions are satisfied, then 98% of the import duty paid on such goods at the time of 
importation shall be repaid as drawback. 
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(ii) Duty paid imported goods re-exported after being used 

When duty paid imported goods are used before re-export, drawback is allowed under the provisions of 
section 74(2) of the Customs Act, 1962. If the imported goods are used after importation, the drawback 
is allowed at reduced rates as fixed by the Central Government having regard to the duration of use, 
depreciation in value and other relevant circumstances prescribed by a Notification. If the goods were 
in possession of the importer, they are treated as used by the importer. Following percentages have 
been fixed vide Notification No. 19/65-Cus dated 6-2-1965 as amended as the rates at which drawback 
of import duty shall be allowed in respect of goods which were used after their importation and which 
have been out of Customs control: 

 

Length of period between the date of clearance for home 
consumption and the date when the goods are placed under 
customs control for export 

% of import duty 
to be paid as duty 

drawback 

Not more than three months 3 months 95% 

More than three months but not more than six months 85% 

More than six months but not more than nine months 75% 

More than nine months but not more than twelve months 70% 

More than twelve months but not more than fifteen months 65% 

More than fifteen months but not more than eighteen months 60% 

More than eighteen months Nil 

 

6. Can the rate of drawback be granted provisionally to the exporter where amount or rate of drawback 
has not been determined? Briefly explain. 
 
Solution: 
The exporter may be granted provisional duty drawback when he executes a bond binding him-self to repay 

the entire or excess amount of drawback. Where an exporter desires that he may be granted drawback 

provisionally, he may make an application in writing to the Principal Commissioner of Customs or 

Commissioner of Customs, as the case may be, that a provisional amount be granted to him towards 

drawback on the export of such goods pending determination of the final amount of drawback. The 

exporter may be allowed provisional duty drawback of an amount not exceeding the amount claimed by him 

in respect of such export. 

However, it is to be noted that rate of drawback is determined provisionally only when exporter intends to 
get Brand Rate of duty drawback for his exports. The provision has no applicability when exporter intends 
to get duty drawback on the basis of All Industry Drawback Rates. 
 

7. Write a short note on “interest on drawback” with reference to Section 75A of the Customs Act, 
1962. 
 
Solution: 
Section 75A of the Customs Act provides for payment of interest on delayed payment of drawback. Where 

any drawback payable to a claimant under section 74 or 75 is not paid within a period of one month from the 

date of filing a claim for payment of such drawback, interest @ 6% p.a. shall be paid along with the amount of 

drawback. 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 [Section 75A(1)]. 

 

Where any drawback has been paid to the claimant erroneously or it becomes otherwise recoverable under 

the Customs Act or the rules made thereunder, the claimant shall, within a period of two months from the date 

of demand, pay in addition to the said amount of drawback, interest at the rate fixed under section 28AA 

[presently such interest has been fixed @ 15% p.a.] and the amount of 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. [Section 75A(2)]. 
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8. What is the minimum and maximum rate or amount of duty drawback prescribed under the Customs 
& Central Excise Duties Drawback Rules, 2017? Explain with a brief note. 
 

Solution: 
Minimum rate of duty drawback - Rule 8 of Customs and Central Excise Duties Drawback Rules, 2017 

provides that no amount or rate of drawback shall be determined in respect of any goods or class of goods 

under rule 6 or rule 7, as the case may be, if the export value of each of such goods or class of goods in the 

bill of export or shipping bill is less than the value of the imported materials used in the manufacture of such 

goods or class of goods, or is not more than such percentage of the value of the imported materials used in 

the manufacture of such goods or class of goods as the Central Government may, by notification in the 

Official Gazette, specify in this behalf. 

 
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 one third of the market price of the export 
product. This provision has been made to avoid over invoicing of export goods. 

 
 
9. Your client loaded a machine on the vessel for export. He has paid import duty on the components 

used in the manufacture. The vessel set sail from Mumbai, but runs into trouble and sinks in the 
Indian territorial waters. The customs department refuses to grant duty drawback for the reason that 
the goods have not reached their destination. Advise your client citing case law, if any. 
 
Solution: 
Rule 2(c) of the Customs and Central Excise Duties Drawback Rules, 2017 inter alia provides that "export" 
means "taking out of India to a place outside India". Section 2(27) of the Customs Act, 1962 provides that 
India includes the territorial waters of India. 
 
In case of CC v. Sun Industries 1988 (35) ELT (241), the Supreme Court held that the expression “taking out 
of India to a place outside India” would also mean a place in high seas, if that place is beyond territorial 
waters of India. Therefore, the goods taken out to the high seas outside territorial waters of India would come 
within the ambit of expression “taking out of India to a place outside India”. The emphasis in the 
aforementioned judgment was on the movement of the goods outside the territorial waters of India. It is then 
that an export may be said to have been taken place. 

 
In the instant case, the vessel sunk within territorial waters of India and therefore, there is no export. 
Accordingly, no duty drawback shall be available in this case. Similar decision was given by the Supreme 
Court in the case of UOI v. Rajindra Dyeing & Printing Mills Ltd. 2005 (180) ELT 433 (SC). 
 
In other words, if the goods cross the territorial waters, drawback will be available even if they do not reach 
the destination or are destroyed provided the payment for the goods is received in convertible foreign 
exchange.  

 
 
10. M/s. RIL Ltd. claimed duty drawback in respect of its export products. Over 97% of the inputs by 

weight of the product were procured indigenously and were not excisable. All Industry Rates under 
the Customs & Central Excise Duties Drawback Rules, 2017 were fixed taking into account the 
incidence of customs duty on imported inputs. 
 
Explain briefly with reference to Rule 3 of the said rules whether the claim of M/s. RIL will merit 
consideration by the authorities. 
 
Solution: 
Rule 3 of the Customs and Central Excise Duties Drawback Rules, 2017 inter alia provides that no drawback 
shall be allowed if the exported goods have been produced or manufactured using imported materials or 
excisable materials in respect of which duties have not been paid. 
 
In the given case, there was no duty incidence on 97% of the inputs of the export product except the duty 
incidence on remaining 3% of the inputs, which was insignificant. All Industry Rates fixed for particular export 
products are applicable to all exporters who export the same. However, in a case where there is clear 
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evidence, as in the present one, that the inputs of such export products have not suffered any duty, no 
drawback can be claimed.  
 
Same view was expressed by the Tribunal in the case of Rubfila International Ltd. v. CCus. Cochin 2005 
(190) ELT 485 (Tri.-Bang.) [maintained in Rubfila International Ltd. v. Commissioner - 2008 (224) E.L.T. A133 
(S.C.)]. 

 
 
11. With reference to the Customs & Central Excise Duties Drawback Rules, 2017, briefly state whether an 

exporter who has already filed a duty draw back claim under All Industry Rates, can file an application 
for fixation on special brand rate. 
 
Solution: 
Rule 7 of the Customs and Central Excise Duties Drawback Rules, 2017 provides that application for Special 
Brand Rate cannot be made where a claim for drawback under rule 3 or rule 4 has been made. 
 
In other words, where the exporter has already filed a duty drawback claim under All Industry Rates (AIR) 
Schedule, he cannot request for fixation of Special Brand Rate of drawback. Thus, the exporter should 
determine prior to export of goods, whether to claim drawback under AIR or Special Brand Rate. 
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