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Note: - Each Question Carries 5 Marks 

 

Que. 1  

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 10.02.2000.  Meanwhile, Unicalp Textile Industries negotiated for a reduction in the 

price. 

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

revised price of  $ 20,750 on 15.02.2000.  The machine arrived in India on 18.02.2000.  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.  

[CA Final RTP Nov. 18] 

 

Ans. 

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. Vs. UOI 1993 [113] E.L.T. 358 (SC) 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. 

 

Que. 2 

An importer entered into a contract for supply of crude sunflower seed oil @ U.S. $ 435 C.I.F. 

/ Metric ton.  Under the contract, the consignment was to be shipped in the month of July.  The 

period was extended by mutual agreement and goods were shipped on 5th August at old prices. 

In the meanwhile, the international prices had gone up due to volatility in market and other 

imports during the month of August were at higher prices.  Department sought to increase the 

assessable value on the basis of the higher prices of contemporaneous imports. 

Decide whether the contention of the Department is correct, with reference to a decided case 

law, if any.  [ICAI Material] 

 

 Ans. 

No, the contention of the Department is not correct. 

The facts of the given case are similar to the case of CCus., Vishakhapatnam Vs. Aggarwal Industries 

Ltd. 2011 (272) E.L.T. 641 (SC).  The Supreme Court, in the instant case, observed that since the 

contract entered into for supply of crude sunflower seed oil @ US $ 435 CIF/metric ton could not be 

performed on time, the extension of time for shipment was agreed upon by the contracting parties. 

TEST 4 - VALUATION 
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The Supreme Court pointed out that the commodity involved had volatile fluctuations in its price in the 

international market, but having delayed the shipment; the supplier did not increase the price of the 

commodity even after the increase in its price in the international market. 

Further, there was no allegation regarding the supplier and importer being in collusion.  Thus, the appeal 

was allowed in the favour of the assessee and the contract price was accepted as the ‘transaction 

value’. 

 

Que. 3 

Examine the validity of the following statements with reference to the Customs Act, 1962 giving 

brief reasons : 

i) Service charges paid to canalizing agent are not includible in the assessable value of imports.  

Such agent imports the goods from foreign sellers and enters into an agreement to sell such 

goods with buyers in India in high seas. 

ii) Charges for “vendor inspection” on the second hand goods carried out by foreign supplier on 

his own and not required for making the goods ready for shipment, are not includible in the 

assessable value of the imported goods.  [ICAI Material] 

 

Ans. 

i) The statement is not valid.  Since the canalizing agent is not the agent of the importer nor does he 

represent the importer abroad, purchases in bulk by canalizing agency from foreign seller and 

subsequent sale by it to Indian importer on high seas sale basis are independent of each other. 

Hence, the commission or service charges paid to the canalizing agent are includible in the assessable 

value as these cannot be termed as buying commission [Hyderabad Industries Ltd. Vs. UOI 2000 

[115] ELT 593 (SC)] 

ii) The statement is valid.  As per rule 10(1)€ of the Customs [Determination of Value of Imported 

Goods] Rules, 2007, 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. 

Thus, charges of vendor inspection on the goods carried out by foreign supplier on his own and not 

required for making the goods ready for shipment, are not includible in the assessable value of the 

imported goods [Bombay Dyeing & Mfg. Vs. CC 1997 (90) ELT 276 (SC)]. 

 

Que. 4 

Explain when are the costs and services as given in rule 10 of the Customs Valuation [Determination 

of Value of Imported Goods]  Rules, 2007 be added to the value of the identical goods under rule 

4. 

 

Ans. 

As per rule 4(1)© of the Customs Valuation [Determination of Value of Imported Goods Rules, 2007] 

where imported goods are being valued as per rule 4. 

The value of the identical goods is adjusted to take into account the difference attributable to the 

commercial level or to the quantity or both. 
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According to rule 4(2) where costs and charges referred to in rule 10(2) are included in the value of 

identical goods, adjustment has to be made of the difference in such costs and charges between the 

imported goods and the identical goods. 

Therefore, if the value of the identical goods does not include certain specific costs and charges 

relating to the imported goods, these are to be included as per rule 10. 

 

Que. 5 

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. 

 

Ans. 

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 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. 

 

Que. 6 

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 trans shipped to Cochin port. 

Determine the assessable value of the imported goods under the Customs Act, 1962 from the 

following particulars: (ICAI) (CA Final RTP Nov 18) (CA final RTP Nov 2020 exam) 

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 to Cochin port  ₹ 25,000 

x.  Exchange rate to be considered: 1$ = ₹ 60  
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Ans. 

Computation of assessable value of imported goods 

Particulars ₹ 

Price of the machine at the factory of the exporter 20,000 

Transport charges up to the part in the country of the exporter [Note 1] 1,000 

FAS Handling charges at the port in the country of the exporter [Note 1] 21,000 

FOB 100 

Add: Adjustments under rule 10(1) 

 

21,100 

Charges for design and engineering work undertaken for the machine in US [Note 2] 5,000 

Buying commission [Note 3] Nil 

Adjusted FOB value 26,100.00 

Add: Adjustments under rule 10(2)  

Freight charges up to India 2,000.0 

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 

 

(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 transhipment 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). 

(6) As per rule 10(2) of the CVR 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. 
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Que. 7 

An importer imported a machine from Germany. The vessel carried the machine up to Chennal 

port and from the Chennai port the machine was transhipped to Kandla pert. Determine the 

assessable value under Customs Act, 1962. Conversion to Indian rupees has already been done 

wherever required. 

Sr. No. Particulars Amount ₹ 

i.  Basic cost of the machine at the factory in Germany 2,00,000 

ii.  Transport charges of the machine from the factory in Germany to the load 

port for transportation to India 

10,000 

 

iii.  Loading and handling charges at the load port in Germany For loading the 

machine on the ship 

2,000 

 

iv.  Freight charges payable to the shipping company for transport to India 10,000 

v.  Insurance charges paid but not ascertainable - 

vi.  Transhipment charges from Chennai to Kandla port 5,000 

vii.  Unloading and handling charges paid at Kandia port 2,000 

Provide brief note to support your conclusion wherever required.[CA Final Jul 21 Exam] 

 

Ans. 

Particulars Amount 

(Rs.) 

Cost of machine 2,00,000 

Add: Transport charges from factory in exporting country to load port 10,000 

Add: Loading and handling charges at load port 2,000 

FOB value 2,12,000 

Freight charges for transport to India 10,000 

Insurance charges 

Linsurance charges have been included @ 1.125% of FOB value of goods] 

2,385 

Assessable value 2,24,385 

Note: Cost of transport, unloading and handling charges associated with transshipment of imported 

goods to another customs station in India is not included in the assessable value. 

 

Que. 8 

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 = ₹  

(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 (CA Final May 19 New) 
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Ans. 

Particulars Rs. 

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 & S] 

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, ie. 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. 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). 

4. 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). 

5. 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 LỚP 50,000+620,000+75000471,000) 

6. 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). 

7. 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 ere 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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Que. 9 

ABC Industries Ltd. imports an equipment by air. CIF price of the equipment is 6,000 US$, 

freight paid is 1,200 US$ and insurance cost is 1,800 US$. The banker realizes the payment 

from importer at the exchange rate of ₹ 61 per US$. Central Board of Excise and Customs 

notifies the exchange rate as ₹ 70 per US$ while rate of exchange notified by RBI is ₹ 72 per 

USS. ABC Industries Ltd. Expends ₹ 56,000 in India for certain development activities with 

respect to the imported equipment. 

Basic customs duty is 10%, Integrated tax u/s 3(7) of the Customs Tariff Act is leviable @ 12% 

and social welfare surcharge is 10% on duty. Ignore GST Compensation Cess. 

You are required to compute the amount of total duty and integrated tax payable by ABC 

Industries Ltd. under Customs law. (ICAI) (Exam Question, Nov 2010) (RTP, May 2015) (RTP 

May 2011) 

 

Ans. 

Particulars Amount UK 

CIF value 6,000 

Less: Freight 1,200 

Less: Insurance 1,800, 

FOB value 3,000 

Add: Freight (20% of FOB value) [Note 1] 6,00 

Add: Insurance (actual) 1,800 

CIF 5,400 

Exchange rate as per CBIC [Note 2] Rs. 70 per US 

Assessable value = 70 x 5,400 US $  Rs. 3,78,000 

Add: Basic customs duty @ 10% Rs. 37,800 

Add: Social Welfare Surcharge @ 10% Rs. 3,780 

Sub-total Rs. 4,18,580 

Integrated tax u/s 3(7) of the Customs Tariff Act @ 12% of 4,19,580 [Note 4] Rs. 50,349.60 

Total customs duty and integrated tax payable [737,800+3,780+ 50,349.60) Rs. 91,929.60 

Total customs duty and integrated tax payable (rounded off) Rs. 91,930 

Notes: 

1. The goods are imported by air, the freight cannot exceed 20% of FOB price [Fifth proviso to rule 

10(2) of the Customs (Determination of Value of Imported Goods) Rules, 2007). 

2. Rate of exchange determined by CBIC is considered [Clouse (a) of the explanation to section 14 of 

the Customs Act, 1962]. 

3. Rule 10(1)(b)(iv) of the Customs Valuation (Determination of Value of Imported Goods) Rules, 2007 

inter alia provides that value of development work undertaken elsewhere than in India is includible 

in the value of the imported goods. Thus, development charges of Rs. 56,000 paid for work done in 

India have not been included for the purposes of arriving at the assessable value. 

4. Integrated tax leviable under section 3(7) of the Customs Tariff Act, 1975 is levied on the sum 

total of the assessable value of the imported goods, customs duties and applicable social welfare 

surcharge. 
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Que. 10 

How will you determine the customs duty where imported goods consist of articles liable to 

different rates of duty? (RTP Nov 2005) 

 

Ans. 

Section 19 of the Customs Act, 1962 prescribes the method for determination of duty where goods 

consist of articles liable to different rates of duty. It lays down that 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, if they are liable to duty at the same rate, be chargeable to duty 

at that rate, and if they are liable to duty at different rates, be chargeable to duty at the highest of 

such rates (even though some articles in set are at nil rate or exempted) 

However: 

(a) accessories of, and spare parts or maintenance and repairing implements for, any article which 

satisfy the conditions specified in the rules made in this behalf shall be chargeable at the same rate 

of duty as that article; 

(b) If the importer produces evidence to the satisfaction of the proper officer 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. These provisions are subject to anything provided otherwise in any law for 

the time being in force. 

 

Que. 11 

Manchanda & Co. has exported some goods by aircraft. The FOB price of the goods exported is 

US $ 5,00,000. The shipping bill is presented electronically on 12/12/2014 and Let Export Order 

is passed on 25/12/2014. The rates of exchange notified by CBIC on 12/12/2014 and 25/2/2014 

are 1 US $ = ₹ 60 and 1 US $ =₹ 62 respectively. 

You are required to compute export duty with the help of the following details provided by 

Manchanda & Co.: 

 Date Rate of Export Duty 

Presentation of shipping bill 12/12/2014 10% 

Let Export Order 25/2/2014   8% 

Will your answer change, if the goods are exported by a vehicle, date of filing of bill of export 

is 17/2/2014, rate of export duty prevalent on 17/2/2014 is 12%, rate of exchange notified by 

CBIC on 17/12/2014 is 1 US $ = ₹ 60 and the particulars relating to Let Export Order remain 

the same? (RTP Nov 2015) 

 

Ans. 

Computation of export duty payable by Manchanda & Co. 

Particulars US$ 

Assessable value of the export goods (FOB price) [Note 1] 5,00,000 

 Rs. 

Value in Indian currency (US$ 5,00,000 x 60) [Note 2]  3,00,00,000 

Export duty @ 8% [Note 3] 24,00,000 
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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 

vide section 16(1)(a) of the Customs Act, 1962. 

Since the rate of exchange prevalent on 17-12-2014 (date of presentation of bill of export) is the 

same as on 12-12-2014 (date of presentation of shipping bill) and rate of duty also does not change 

(8% duty will be applicable for both export by aircraft and export by vehicle as rate of duty 

prevalent on the date of Let Export Order will only be considered in both the cases), the amount of 

export duty will remain same. Therefore, the answer will not change in the second case and the duty 

payable will be 24,00,000. 

 

Que. 12 

In January, 2018, Rock & Rock India Ltd. Imported a consignment from U.S.A. [by sea].  The 

value of consignment was Rs. 7,50,000 and total duty payable was Rs. 1,50,000. 

Company filed bill of entry for home consumption but before inspection and clearance for home 

consumption it found that the goods were damaged. 

On filing a representation to the Customs Department, proper officer refused the claim for 

abatement because goods wer already unloaded.   The proper officer is in agreement with the 

claim that the value of goods has come down to only Rs. 1,50,000.  Examine the issue with 

reference to the relevant statutory provisions and calculate the amount of total duty payable; 

Would your answer be different in the above case if the goods get deteriorated after unloading 

and examination but before clearance for home consumption, and value comes down to Rs. 7,00,00 

? [CA Final Nov. 18 New] [ICAI Material] 

 

Ans. 

The abatement of duty is allowed where it is shown to the satisfaction of the Assistant/Deputy 

Commissioner of Customs that, inter alia, any imported goods, other than warehoused goods, had been 

damaged at any time after the unloading thereof in India but before their examination, on account of 

any accident not due to any willful act, negligence or default of the importer. 

Thus, in view of the above mentioned provisions, the stand taken by the proper officer of refusing the 

claim for abatement is not valid in law. 

The duty to be charged on the damaged goods shall be reduced in proportion to the reduction in the 

value of goods on account of damage. 

Thus, in the given case, the amount of total duty payable 

= [Rs. 1,50,000 / Rs. 7,50,000] x Rs. 1,50,000 = Rs. 30,000 

The abatement of duty is allowed where it is shown to the satisfaction of the Assistant/Deputy 

Commissioner of Customs that, inter alia, warehoused goods had been damaged at any time before 

clearance for home consumption on account of any accident not due to any willful act, negligence or 

default of the owner, his employee or agent. 
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Since in this case, imported goods have deteriorated before clearance for home consumption, 

abatement of duty will not be allowed and full duty will have to be paid. 

 

Que. 13 

Write a brief note on the following with reference to the Customs Act, 1962; 

(i) Remission of duty on imported goods lost : 

 

Ans. 

Remission of duty on imported goods lost :  Section 23(1) of the Customs Act, 1962 provides for 

remission of duty on imported goods lost [otherwise than as a result of pilferage] or destroyed, if such 

loss or destruction is at any time before clearance for home consumption. 

Duty is payable under this section but it is remitted by Assistant/Deputy commissioner of Customs if 

the importer is able to prove the loss or destruction.  Thus, unless remitted, duty has to be paid and 

burden of proof is on the importer.  The provisions of this section are applicable for warehoused goods 

also. 

 

Que. 14 

What will be the impact on the customs duty if the goods are :- 

(i) Damaged inside the warehouse before clearance for home consumption 

(ii) Deteriorated inside the warehouse before clearance for home consumption 

(iii) Destroyed in the warehouse before clearance for home consumption 

(iv) Destroyed on the wharf, before clearance for home consumption 

(v) Destroyed after clearance from warehouse. 

 

Ans. 

(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.  The 

following equation provides the way to calculate the duty after damage. 

Duty after damage = Duty before damage x [Value after damage / Value before damage] 

(ii) As discussed above, in case of warehoused goods, only damages are covered and not deterioration, 

hence abatement will not be available in this case and full duty will have to be paid. 

However, as per first proviso to section 68 of Customs Act, 1962, owner of any warehoused goods 

may, at any time before on order for clearance of goods for home consumption has been made in 

respect of such goods, relinquish his title  to the goods. 

Upon such relinquishment, duty will not be payable on such goods but, interest, other charges and 

penalties would be payable. 
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(iii) 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 port 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. 

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

(v) 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. 

 

Que. 13 

Kankan Corp had imported a machine from USA for Rs.365 lakh on payment of appropriate customs 

duty in February.  However, in July, the machine had to be sent back to the supplier for repair 

[not amounting to manufacture] from the factory of Kankan Corp.  This machine was repaired and 

thereafter, re-imported by Kankan Corp in November next year.  The supplier has agreed to 

provide discount of 60% of the fair cost of repairs, resulting in Kankan Corp paying USD 12,000.  

Following further particulars are available: 

Particulars Date Rate of Duty Inter Bank 

Exchange rate 

Rate notified of CBIC 

Bill of Entry 21st February 12% 61.40 62 

Aircraft arrival 26th February 15% 62.50 63.25 

Integrated tax is leviable @ 12 % 

 Outwards [Amt. in Rs.] Particulars [Amt. in Rs.] 

Insurance 23,000 27,000 

Air Freight 93,500 1,06,500 

 

Determine total duty payable with appropriate notes for your computation assuming that Kankan 

Corp is not an EOU. 

 

Ans. 

Notification No. 45/2017 Cus. Dated 30.06.2017 stipulates that 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 fulfilment of following conditions: - 

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 :- 
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Computation of total duty payable by Kankan Corp. 

Particulars Amount 

Fair cost of repairs [in dollars] = $ 12,000/40% $ 30,000 

  

 Rs. 

Fair cost of repairs [in rupees] = $ 30,000 x Rs. 62 [Note 1] 18,60,000 

Add: Inward and outward insurance [Rs. 23,000 + Rs. 27,000] 50,000 

Add: Inward and outward air freight [Rs. 93,500 + Rs. 1,06,500] 2,00,000 

Assessable Value 21,10,000 

Add: Basic customs duty [BCD] @ 15%  [Note 2] 3,16,500 

Add: Social Welfare Surcharge @ 10% of BCD 31,650 

Value for computing IGST 24,58,150 

IGST @ 12% 2,94,978 

Total duty and tax payable = [Rs. 3,16,500 + Rs. 31,650 + Rs.2,94,978] 6,43,128 

Notes : 

1. Rate of exchange notified by the CBIC 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. 

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. 

  

 


