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Illustration 1 

Write a brief note on stages of imposition of taxes and duties. 

Solution  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Illustration 2 

Explain briefly with reference to the provisions of the Customs Act, 1962 India (ICAI Material) 

Solution  
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Illustration 3 

ONGC oil rig are drilling oil beyond 12 nautical miles in the sea in the Exclusive Economic Zone of 

India. ONGC has brought oil through pipeline in India after extraction. Whether it would be 

treated as import and liable to duty? Explain 

Solution  

 

 

 

 

 

 

 

 

 

 

 

 

 

Illustration 4 

What is the “taxable event” in the case of export of goods under customs lawls export duty payable 

in case of applicable goods where ship travels 40 nautical miles from Indian part and the title 

passes to the buyer, but the ship returns to India because of engine trouble? What is the relevant 

date for export duty? 

Solution  
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Illustration 5 

Explain, with reference to decided case law, whether clearance from Domestic Tariff Area (DTA) 

to Special Economic Zone is chargeable to export duty under the SEZ Act, 2005 or the Customs 

Act, 1962. (ICAI Material) 

Solution   
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Illustration 1 

Write a brief note on stages of imposition of taxes and duties. 

Solution  

Three stages of imposition of taxes and duties 

All taxes and duties are imposed in three stages, which are levy, assessment and collection: 

a. Levy is the stage where the declaration of liability is made and the persons or the properties 

in respect of which the tax or duty is to be levied is identified and charged. 

b. Assessment is the procedure of quantifying the amount of liability. The liability to pay tax or 

duty does not depend upon assessment. 

c. Collection: The final stage is where the tax or duty is actually collected. The collection of tax 

or duty may for administrative or other reasons be postponed to a later time. 

 

Illustration 2 

Explain briefly with reference to the provisions of the Customs Act, 1962 India (ICAI Material) 

Solution  

“India” (Section 2(27) of the Customs Act, 1962. Includes the territorial waters of India. 

The territorial waters of India extends to 12 nautical miles into the sea from the appropriate base 

line. 

Further, it includes not only the surface of sea in the territorial waters, but also the air space 

above and the ground at the bottom of the sea. 

 

Illustration 3 

ONGC oil rig are drilling oil beyond 12 nautical miles in the sea in the Exclusive Economic Zone of 

India. ONGC has brought oil through pipeline in India after extraction. Whether it would be 

treated as import and liable to duty? Explain 

Solution  

Customs law extended to maritime zones: The Central Government has extended the Customs 

Act, 1962 and the Customs Tariff Act, 1975 to: 

Whole of the Continental Shelf and Exclusive Economics Zone of India for the limited purpose of: 

a. Prospecting for extraction or production of mineral oils (including petroleum and natural gas) 

in the continent shelf of India or the exclusive economic zone of India, and 

b. Supply of any goods as defined in section 2(22) of the Customs Act 

It was held that oil rigs located beyond territorial waters of country but within exclusive 

economic zone are deemed to be in India Territory. 

Hence, oil brought through pipeline in India is not treated as import and no customs Duty is 

payable. 
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Illustration 4 

What is the “taxable event” in the case of export of goods under customs lawls export duty payable 

in case of applicable goods where ship travels 40 nautical miles from Indian part and the title 

passes to the buyer, but the ship returns to India because of engine trouble? What is the relevant 

date for export duty? 

Solution  

The term Export with its grammatical variation and cognate expression is defined to mean taking 

out of India to a place outside India. 

Taxable event in case of export of goods: Exportation commences when the shipping in respect 

of such goods is filed but the taxable event is completed when the goods cross the territorial 

water of India. 

In UOI v. Rajendra Dyeing and Printing Mills Ltd. 2005 (180) ELT 433. The Supreme Court, has 

been held the export of goods is complete when the ship leaves the territorial waters of 

India. 

If ship sinks within territorial waters, export is not complete and duty drawback is not payable. 

In CC v. Sun Exports 71 STC 149, the apex Court held that export is complete where the ship 

leaves the territorial waters of India and the title in the goods has passed on to the buyers; it 

was further held that even if the ship returns to India because of engine trouble, duty 

drawback is payable. 

 

Illustration 5 

Explain, with reference to decided case law, whether clearance from Domestic Tariff Area (DTA) 

to Special Economic Zone is chargeable to export duty under the SEZ Act, 2005 or the Customs 

Act, 1962. (ICAI Material) 

Solution   

In the case of Tirupati Udyog Ltd. v. UOI (272) E.L.T. 209 (A.P.), 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: 

a. 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. 

b. 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 authorised 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. 

c. Reading section 12(1) of the Customs Act, 1962 along with sections 2(18), 2(32) and 2(27) 

makes it apparent that customs duty can be levied only on goods imported into or exported 

beyond the territorial waters of India. 

d. Since both the SEZ and the DTA unit are located within the territorial waters of India, 

supplies from DTA to SEZ would not attract section 12(1) (charging section for customs duty). 
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Illustration 1 

Examine the validity of the following statements: 

a. Customs area does not include a warehouse. 

b. Customs station includes international courier terminal. (ICAI Materia) 

Solution   
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Illustration 2 

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

Commissioner of Customs imposed a penalty of Rs.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 

filling 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? (ICAI Material) 

Solution   
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Illustration 3 

With reference to the recent facility, ‘Clear first – pay later’ extended to importers under the 

customs law, answer the following questions: 

1. What is the objective of the facility? 

2. Who is eligible to avail this scheme? 

3. What are the due dates for payment of duty under this facility? 

4. What are the circumstances when the deferred payment facility will not be available? (RTP May 

18) 

OR 

State the salient features of “Deferred duty payment facility” with reference to Customs Act, 

1962 and rules thereunder. (CA Final May 18 Exam New) 

Solution   
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Illustration 4 

Explain the procedure prescribed in Customs Act, 1962 in case of goods not cleared, warehoused 

or transhipped within 30 days after unloading. (Section 48) (ICAI Material) 

Solution   
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Illustration 5 

Mayoni Export House has exported certain goods to Canada through sea. The person – in – charge 

of the ship carrying the export goods at the custom station is ready to cause the ship to depart 

from that custom station. However, he comes to know that he cannot cause or permit the ship to 

depart from that customs station until a written order to that effect has been given by the proper 

officer. He has approached you for knowing the conditions to be fulfilled before issue of such an 

order. What would you advise him? (RTP June 09) 

Solution   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



CMA VIPUL SHAH CHAPTER 2 IMPORTATION AND EXPORTATION PROCEDURE  

www.vipulshah.org                                                      7559173787                                                                                   2.6 
 

Illustration 6 

What is the permissible time limit with respect to the following: 

i. For filing a bill of entry 

ii. For paying the assessed duty 

iii. For delivery of arrival manifest or import manifest / report and departure manifest or 

export manifest / report (ICAI Material) 

Solution   
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Illustration 1 

Examine the validity of the following statements: 

a. Customs area does not include a warehouse. 

b. Customs station includes international courier terminal. (ICAI Materia) 

Solution   

a. The Statement is not valid. The definition of customs area includes within its ambit a 

warehouse too. 

The customs area is 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. 

b. The statement is valid. International courier terminal and foreign post office are fall within 

the scope of customs station as defined under section 2(13) of the Customs Act, 1962. 

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

courier terminal, foreign post office or land customs station. 

 

Illustration 2 

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

Commissioner of Customs imposed a penalty of Rs.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 

filling 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? (ICAI Material) 

Solution   

Yes, charges are payable for later filling 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. It can be presented within 30 days of the expected arrival fo 

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. 

 

CHAPTER 2 IMPORTATION AND EXPORTATION PROCEDURE 
 



CMA VIPUL SHAH CHAPTER 2 IMPORTATION AND EXPORTATION PROCEDURE  

www.vipulshah.org                                                      7559173787                                                                                   2.2 
 

Illustration 3 

With reference to the recent facility, ‘Clear first – pay later’ extended to importers under the 

customs law, answer the following questions: 

1. What is the objective of the facility? 

2. Who is eligible to avail this scheme? 

3. What are the due dates for payment of duty under this facility? 

4. What are the circumstances when the deferred payment facility will not be available? (RTP May 

18) 

OR 

State the salient features of “Deferred duty payment facility” with reference to Customs Act, 

1962 and rules thereunder. (CA Final May 18 Exam New) 

Solution   

1. ‘Clear first – Pay later’ i.e., deferred duty payment is a mechanism for delinking duty payment 

and customs clearance. The aim is to have  seamless wharf to warehouse transit in order to 

facilitate just – in – time manufacturing. This scheme is in force w.e.f. 16th November, 2016. 

2. Central Government has permitted 

a. Importers certified under Authorized Economic Operator programme as AEO (tier – two) and 

AEO (tier – three) 

b. Authorised Public undertaking 

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 (Authorised Economic Operator) programme. 

It is a trade facilitation move where benefits are extended to the entities who have 

demonstrated strong internal control systems and willingness to comply with the laws 

administered by the CBIC. 

3. The due date for payment of deferred duty are: 

Sr. 

No 

Goods corresponding to bill of entry 

returned for payment from 

Due date of payment of duty, inclusive 

of the period (excluding holidays) as 

mentioned in section 47(2) 

1 1st day to 15 day of any month 16th day of that month 

2 16th day till the last day of any month 

other than March 

1st day of the following month 

3 16th day till the 31st day of March 31st March 

4. 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. 
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Illustration 4 

Explain the procedure prescribed in Customs Act, 1962 in case of goods not cleared, warehoused 

or transhipped within 30 days after unloading. (Section 48) (ICAI Material) 

Solution   

PROCEDURE IN CASE GOODS NOT CLEARED, WAREHOUSED OR TRANSHIPPED WITHIN 

30 DAYS OF UNLOADING (SECTION 48) 

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. 

a. The proper officer of customs shall assess the goods to duty in accordance with the extant 

law within 15 days of filing of bill of entry and after assessment inform the amount of duty 

payable to the concerned custodian. 

b. The auctioned goods shall be handed over to the successful bidder after assessment and out – 

of – charge orders given by the proper officer, on payment of dues. 

Provided that: 

a. Animals, perishable goods and hazardous goods, may, with the permission of the proper 

officer, be sold at any time; 

b. Arms and ammunition may be sold at such time and place and in such manner as the central 

government may direct for clearance of the goods as per section 46. 

 

Illustration 5 

Mayoni Export House has exported certain goods to Canada through sea. The person – in – charge 

of the ship carrying the export goods at the custom station is ready to cause the ship to depart 

from that custom station. However, he comes to know that he cannot cause or permit the ship to 

depart from that customs station until a written order to that effect has been given by the proper 

officer. He has approached you for knowing the conditions to be fulfilled before issue of such an 

order. What would you advise him? (RTP June 09) 

Solution   

As per section 42 of the Customs Act, 1962, 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 department from that customs station until a written 

order to that effect has been given by the proper officer. 

The conditions to be fulfilled before such order can be issued. 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 transhipment, 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 
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payment secured by such guarantee or deposit of such amount as the proper officer may 

direct; 

e. The person – in – charge of the conveyance has satisfied the proper officer that no penalty is 

levied 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 ay 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 / Deputy 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. 

 

Illustration 6 

What is the permissible time limit with respect to the following: 

i. For filing a bill of entry 

ii. For paying the assessed duty 

iii. For delivery of arrival manifest or import manifest / report and departure manifest or 

export manifest / report (ICAI Material) 

Solution   

a) Section 46(3) Time limit for filing Bill of Entry 

Time limit – 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. Prior bill of entry – provided that a bill of 

entry may be presented at any time not exceeding thirty days prior to the expected arrival 

of the aircraft or vessel or vehicle by which the goods have been shipped for importation 

into India. 

b) Section 47: Time limit for paying assessed duty: The importer shall pay the import duty: 

Self – assessment On the date of presentation of the bill of entry 

Assessment, reassessment or provisional 

assessment 

Within one day (excluding holidays) from the 

date on which the bill of entry is returned to 

him by the proper officer 

Deferred payment On due date + Interest in case delay 
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c) Section 30 Time limit for delivery of IGM / IR 

Particulars Import document Time limit for 

presentation of IM/ IR 

Mode of 

presentation 

Where the imported goods 

are brought in a vessel / 

aircraft 

Import manifest Any time prior to the 

arrival of the vessel / 

aircraft 

Electronic filing 

Where the imported goods 

are brought in a vehicle 

Import report Within 12 hours after 

arrival in the customs 

station  

Manual filing 

 

d) Section 41: Time limit for departure manifest: The person – in – charge of conveyance, 

shall, before departure of the conveyance from a customs station, deliver to the proper 

officer 

 In the case of a vessel 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. 
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Illustration 1 

‘Queen Marry’, is a vessel containing the goods imported by XML Ltd. The events relating to its 

entry into India and the discharge and onward movement and storage of the goods are as follows: 

24.5.20XX Vessel entered the Indian territorial waters 

25.5.20XX Import manifest was delivered to the customs authorities 

27.5.20XX XML Ltd. filed bill of entry for the goods 

29.5.20XX Entry inwards granted to the vessel 

The rate of customs duty on the goods was increased from 8% to 10% on 28.5.20XX 

At what rate should XML Ltd. pay the customs duty on the goods imported by it? (ICAI Material) 

Solution   

As per section 15(1): If goods entered for home consumption and if bill of entry is presented 

before entry inward of vessel then relevant date for rate of duty is date of entry inward of 

vessel. 

Therefore, Rate of duty will be 10%, because the bill of entry is deemed to have been filed on 

the date of entry inward through it was actually filed before the rate of duty increased. 

 

Illustration 2 

Write a brief note on self – assessment in customs under the Customs Act, 1962 

Solution   

The provisions relating to self – assessment of duty, contained in the section 17 of the Customs 

Act, 1962, are as follows: 

a. The importer or the exporter has to self – assess the duty leviable on goods imported or 

exported. 

b. For the purpose of verification, the proper officer may require the importer, exporter or any 

other person to produce any document or information, whereby the duty leviable on the 

imported goods or export goods, as the case may be, can be ascertained and thereupon, the 

importer exporter or such other person shall produce such document or furnish such 

information. 

c. After verification, if it is found that the self – assessment has not been done correctly, the 

proper officer may re – assess the duty leviable on such goods. 

d. If the order of the reassessment is contrary to the self-assessment, the proper officer 

should pass a speaking order on the re – assessment within 15 days from the date of 

reassessment, in case where importer or exporter disagrees with the re – assessment done. 

 

 

CHAPTER 3 

ASSESSMENT & DATE FOR DETERMINATION OF RATE & RATE & TARIFF VALUE 
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Illustration 3 

Moris Lal imported goods from Germany and is finally re – assessed under section 18(2) of the 

Customs Act, 1962 for two such consignments, Particulars are as follows: (CA Final May 2018) 

Date of provisional assessment 12 Dec. 2022 

Date of final reassessment 02 Feb. 2023 

Duty demand for 1st consignment 1,80,000 

Refund for 2nd consignment  4,20,000 

Date of refund made by department 28 April, 2023 

Date of payment of duty demanded 05 Feb. 2023 

Determine the interest payable and receivable, if any, by Moris Lal on the final re – assessment of 

the two consignments, with suitable notes thereon. 

Solution   

As per section 18(3) of the Customs Act, 1962, an importer is liable to pay interest at the 

rate of 15% p.a. on any amount payable consequent to the re – assessment order from the first 

day of the month in which the duty is provisionally assessed till the date of payment. 

Therefore, in the given case, Moris Lal is liable to pay following interest in respect of 1st 

consignment: 

= Rs.1,80,000 x 15% x 67/365 

= Rs. 4,956 (rounded off) 

If any amount refundable consequent to the re – assessment order is not refunded within 3 

months from date of re – assessment of duty, interest is payable to importer on unrefunded 

amount at the specified rate till the date of refund of such amount in terms of section 18(4) of 

the Customs Act, 1962. 

Since in the given case, refund has been made (28.4.2023) within 3 months from the date of re – 

assessment of duty (02.02.3023), interest is not payable tp Moris Lal on duty refunded in 

respect of 2nd consignment. 

 

Illustration 4 

Laxmi Company imported goods valued at Rs.10,00,000 vide a Bill of Entry presented before the 

proper officer on 15th December, 2018, on which date the rate of customs duty was 20%. The 

proper officer decided that the goods should be subject to chemical or other test and therefore, 

the same were provisionally assessed at a value of Rs.10,00,000 and Laxmi company paid provisional 

duty of Rs.2,00,000 on the same date. Laxmi Company wants to voluntarily pay duty of Rs.1,50,000 

on 20th January, 2019. 

1. Can Laxmi Company provisionally pay the duty and what are the conditions which are to be 

complied before such payment is made? 

2. Determine the amount of interest payable, if any, under section 18 of the Customs Act, 1962 

assuming that the payment of Rs.1,50,000 as stated above is made on 20th January, 2019 and 
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that the final duty is assessed on 31st January, 2019 at Rs.4,00,000 and the balance duty is paid 

on the same day. (CA Final May 19 old) (ICAI Material) 

Solution   

1. Provisional assessment of duty is permitted in case where the proper officer deems it 

necessary to subject any imported goods or export goods to any chemical or other test 

(section 18 of the Customs Act, 1962). Thus, Laxmi Company can pay the duty on provisional 

basis. 

Before, the provisional assessment of duty the importer must furnish such security as the 

proper officer deems fit for the payment of the deficiency, if any between the duty finally 

assessed / re – assessed and the duty provisionally assessed. 

2. Section 18 of the Customs Act, 1962 further stipulates that the importer is liable to pay 

interest, on any amount payable consequent to the final assessment order @ 15% p.a. from the 

first day of the month in which the duty is provisionally assessed till the date of payment 

thereof. 
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Illustration 1 

‘Queen Marry’, is a vessel containing the goods imported by XML Ltd. The events relating to its 

entry into India and the discharge and onward movement and storage of the goods are as follows: 

24.5.20XX Vessel entered the Indian territorial waters 

25.5.20XX Import manifest was delivered to the customs authorities 

27.5.20XX XML Ltd. filed bill of entry for the goods 

29.5.20XX Entry inwards granted to the vessel 

The rate of customs duty on the goods was increased from 8% to 10% on 28.5.20XX 

At what rate should XML Ltd. pay the customs duty on the goods imported by it? (ICAI Material) 

Solution   

As per section 15(1): If goods entered for home consumption and if bill of entry is presented 

before entry inward of vessel then relevant date for rate of duty is date of entry inward of 

vessel. 

Therefore, Rate of duty will be 10%, because the bill of entry is deemed to have been filed on 

the date of entry inward through it was actually filed before the rate of duty increased. 

 

Illustration 2 

Write a brief note on self – assessment in customs under the Customs Act, 1962 

Solution   

The provisions relating to self – assessment of duty, contained in the section 17 of the Customs 

Act, 1962, are as follows: 

a. The importer or the exporter has to self – assess the duty leviable on goods imported or 

exported. 

b. For the purpose of verification, the proper officer may require the importer, exporter or any 

other person to produce any document or information, whereby the duty leviable on the 

imported goods or export goods, as the case may be, can be ascertained and thereupon, the 

importer exporter or such other person shall produce such document or furnish such 

information. 

c. After verification, if it is found that the self – assessment has not been done correctly, the 

proper officer may re – assess the duty leviable on such goods. 

d. If the order of the reassessment is contrary to the self-assessment, the proper officer 

should pass a speaking order on the re – assessment within 15 days from the date of 

reassessment, in case where importer or exporter disagrees with the re – assessment done. 

 

 

CHAPTER 3 

ASSESSMENT & DATE FOR DETERMINATION OF RATE & RATE & TARIFF VALUE 
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Illustration 3 

Moris Lal imported goods from Germany and is finally re – assessed under section 18(2) of the 

Customs Act, 1962 for two such consignments, Particulars are as follows: (CA Final May 2018) 

Date of provisional assessment 12 Dec. 2022 

Date of final reassessment 02 Feb. 2023 

Duty demand for 1st consignment 1,80,000 

Refund for 2nd consignment  4,20,000 

Date of refund made by department 28 April, 2023 

Date of payment of duty demanded 05 Feb. 2023 

Determine the interest payable and receivable, if any, by Moris Lal on the final re – assessment of 

the two consignments, with suitable notes thereon. 

Solution   

As per section 18(3) of the Customs Act, 1962, an importer is liable to pay interest at the 

rate of 15% p.a. on any amount payable consequent to the re – assessment order from the first 

day of the month in which the duty is provisionally assessed till the date of payment. 

Therefore, in the given case, Moris Lal is liable to pay following interest in respect of 1st 

consignment: 

= Rs.1,80,000 x 15% x 67/365 

= Rs. 4,956 (rounded off) 

If any amount refundable consequent to the re – assessment order is not refunded within 3 

months from date of re – assessment of duty, interest is payable to importer on unrefunded 

amount at the specified rate till the date of refund of such amount in terms of section 18(4) of 

the Customs Act, 1962. 

Since in the given case, refund has been made (28.4.2023) within 3 months from the date of re – 

assessment of duty (02.02.3023), interest is not payable tp Moris Lal on duty refunded in 

respect of 2nd consignment. 

 

Illustration 4 

Laxmi Company imported goods valued at Rs.10,00,000 vide a Bill of Entry presented before the 

proper officer on 15th December, 2018, on which date the rate of customs duty was 20%. The 

proper officer decided that the goods should be subject to chemical or other test and therefore, 

the same were provisionally assessed at a value of Rs.10,00,000 and Laxmi company paid provisional 

duty of Rs.2,00,000 on the same date. Laxmi Company wants to voluntarily pay duty of Rs.1,50,000 

on 20th January, 2019. 

1. Can Laxmi Company provisionally pay the duty and what are the conditions which are to be 

complied before such payment is made? 

2. Determine the amount of interest payable, if any, under section 18 of the Customs Act, 1962 

assuming that the payment of Rs.1,50,000 as stated above is made on 20th January, 2019 and 
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that the final duty is assessed on 31st January, 2019 at Rs.4,00,000 and the balance duty is paid 

on the same day. (CA Final May 19 old) (ICAI Material) 

Solution   

1. Provisional assessment of duty is permitted in case where the proper officer deems it 

necessary to subject any imported goods or export goods to any chemical or other test 

(section 18 of the Customs Act, 1962). Thus, Laxmi Company can pay the duty on provisional 

basis. 

Before, the provisional assessment of duty the importer must furnish such security as the 

proper officer deems fit for the payment of the deficiency, if any between the duty finally 

assessed / re – assessed and the duty provisionally assessed. 

2. Section 18 of the Customs Act, 1962 further stipulates that the importer is liable to pay 

interest, on any amount payable consequent to the final assessment order @ 15% p.a. from the 

first day of the month in which the duty is provisionally assessed till the date of payment 

thereof. 
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Illustration 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 10.02.20XX. 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 15.02.20XX. 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. (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. v. 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. 

 

Illustration 2 

When can the ‘transaction value’ be accepted under the Customs Act, 1962 and the Customs 

Valuation (Determination of Price of Imported goods) Rules, 2007 even if the buyer and seller are 

related persons? Write a brief note. (RTP May 2005) 

Solution   

Rule 3(3) of Customs Valuation Rules provides for acceptance of transaction value of sale 

between related persons provided: 

a. The examination of the circumstance of the sale of the imported goods indicate that the 

relationship did not influence the price. 

b. The importer demonstrates that the price is similar to identical or similar goods sold to 

unrelated buyers in India. The value of identical or similar goods may be ascertained from 

(i) Transaction value or 

(ii) Deductive value or 

(iii) Computed value of identical or similar goods 

CHAPTER 4 VALUATION 
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Illustration 3 

Discuss with reference to decided case laws as to how the value shall be determined under section 

14 of the Customs Act, 1962 in the following case – The goods are purchased on high cases. 

Solution   

1. Meaning of high sea transaction: Purchase on high sea basis means that the imported goods 

are acquired by a buyer from the original importer while they in the high seas i.e. the purchase 

takes place before they reach India. 

2. Valuation in case of goods purchased on high sea basis: In case of imported goods 

purchased on high sea sales basis, the price at which the goods are acquired by the buyer 

from the original importer, shall be the price for the delivery of such goods at the time and 

place of importation and therefore, such price would be taken to be the value of such goods. 

In case of more than one high sea sales, the sale price i.e. the actual high seas sale contract 

price paid by the last buyer would be taken as the value of such goods. 

 

Illustration 4 

Kaveri Enterprises imported some goods from  

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. v. 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. 

 

Illustration 5 

When can the ‘transaction value’ be accepted under the Customs Act, 1962 and the Customs 

Valuation (Determination of Price of Imported goods) Rules, 2007 even if the buyer and seller are 

related persons? Write a brief note. (RTP May 2005)  

Solution   

Rule 3(3) of Customs Valuation Rules provides for acceptance of transaction value of sale 

between related persons provided: 

a. The examination of the circumstances of the sale of the imported goods indicate that the 

relationship did not influence the price. 

b. The importer demonstrates that the price is similar to identical or similar goods sold to 

unrelated buyers in India. The value of identical or similar goods may be ascertained from 

i. Transaction value or 
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ii. Deductive value or 

iii. Computed value of identical or similar goods 

 

Illustration 6 

Discuss with reference to decided case laws as to how the value shall be determined under section 

14 of the Customs Act, 1962 in the following case – The goods are purchased on high seas. 

Solution   

1. Meaning of high sea transactions: Purchase on high sea basis means that the imported 

goods are acquired by a buyer from the original importer while they in the high seas i.e. the 

purchase takes place before they reach India. 

2. Valuation in case of goods purchased on high sea basis: In case of imported goods 

purchased on high sea sales basis, the price at which the goods are acquired by the buyer 

from the original importer, shall be the price for the delivery of such goods at the time and 

place of importation and therefore, such price would be taken to be the value of such goods. 

In case of more than one high sea sales, the last sale price i.e. the actual high seas sale 

contract price paid by the last buyer would be taken as the value of such goods. 

 

Illustration 7 

Kaveri Enterprises imported some goods from Italy. On the basis of certain information obtained 

through computer printouts from the Customs House department alleged that during the period in 

question, large number of consignments of such goods were imported at a much higher price than 

the price declared by Kaveri Enterprises. Therefore, department valued such goods on the basis 

of transaction value of identical goods as per rule 4 of the Custom Valuation (Determination of 

Value of Imported Goods) Rules, 2007 and demands the differential duty along with penalty and 

interest from the Kaveri Enterprise. However, Department did not provide these printouts to 

Kaveri Enterprises. 

Kaveri Enterprise contended that Department’s demand was without any basis in law, without any 

legally admissible evidence and opposed to the principles natural justice as the computer printouts 

which formed the basis of such demand had not been supplied to them. Resultantly, they had no 

means of knowing as whether any imports of comparable nature were made at the relevant point 

time. 

You are required to examine the contention of Kaveri Enterprises, with the help a decided case 

law, if any. (ICAI Material) 

Solution   

The facts of the given case are similar to the case of gira Enterprise v. CCus. 2014 (307) ELT 

209 (SC) decided by the Supreme Court. In the instant case, the Supreme Court observed that 

since Revenue did not supply the copy of computer printout, which formed the basis of the 

conclusion that the appellants under valued the imported goods, the appellants obviously could 
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not and did not have opportunity to demonstrate that the transactions relied upon by the 

Revenue were comparable transactions. 

The Supreme Court held that were existence of alleged computer printout was not proof of 

existence of comparable imports. Even if assumed that such printout did exist and content 

thereof were true, such printout must have been supplied to the appellant and they should have 

been given reasonable opportunity to establish that the import transactions were not 

comparable. 

In view of the above – mentioned judgement, contention of Kaveri Enterprises is correct. 

 

Illustration 8 

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 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. 

 

Illustration 9 

ABC Industries Ltd. of Mumbai imported one machine through vessel from Japan, in the month of 

September, 2018 

The following particulars are made available: 

 Particulars Amt. in Japanese 

Yen (¥) 

I Cost upto port of exportation incurred by exporter  6,00,000 

II Loading charges at port of exportation 25,000 

III Freight charges from port of export to port of import in India 1,00,000 

Following additional amounts paid by ABC Industries Ltd. 
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S.No. Particulars Amt. in 

Indian 

Rupees (Rs.) 

1 Designing charges, necessary for such machine, paid to consultancy firm 

in New Delhi 

8,00,000 

2 Commission paid (not the buying commission) to local agent of exporter 1,25,000 

3 Actual landing charges paid at the place of importation 15,000 

4 Actual insurance charges paid at the place of importation 15,000 

5 Lighterage charges paid at the port of importation 20,000 

Other Information 

1 Rate of basic customs duty is 10% 

2 Rate of social welfare surcharge is 10% 

3 Integrated tax leviable under section 3(7) of Customs Tariff Act, 1975 is 12% 

4 Ignore GST compensation cess 

5 Rate of exchange to be taken is 1 Japanese Yen (¥) = 0.65 

(CA Final May 19 old) (CA Final May 19 old)(ICAI) (CA Final RTP May 21) 

Solution   

 Japanese Yen 

Cost upto port of exportation 6,00,000 

Add: Loading charges at the port of exportation (Note 1) 25,000 

Total in Japanese Yen 6,25,000 

 Rs. 

Total in Indian rupees @ Rs.0.65 per Japanese Yen 4,06,250.00 

Add: Commission paid to local agent of exporter (Note 3) 1,25,000.00 

FOB value as per customs 5,31,250.00 

Add: Freight charges from port of export to port of import in India (Note 1) 

(1,00,000 Japanese Yen x 0.65 = Rs.65,000) 

65,000 

Add: Lighterage charges paid by the importer at port of importation (Note 1) 20,000 

Add: Insurance charges @ 1.125% of FOB (Rs.5,31,250 x 1.125%) (Note – 4) 5,976.56 

CIF Value 6,22,226.56 

Assessable value (rounded off) 6,22,227 

Add: Basic customs duty @ 10% of Rs.6,22,227 62,223 

Add: Social welfare surcharge @ 10% of Rs.62,223 (rounded off) (B) 6,222 

Total 6,90,672 

Add: Integrated tax @ 12% of Rs.6,90,0672 (rounded off) (C)  82,881 

Total custom duty and integrated tax payable ((A) + (B) + (C)) (rounded 

off) 

1,51,326 
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Note: 

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

(CVR)). Further, explanation to rule 10(2), inter alia, clarifies that cost of transport of the 

imported goods includes lighter age charges. 

2. Design and engineering work is includible in the assessable value only when the same is 

undertaken elsewhere than in India and necessary for the production of the imported goods 

(Rule 10(1) of the CVR). 

3. Buying commission is not included in the assessable value (Rule 10(1) of the CVR) 

Commission paid to local agent of exporter is includible in the assessable value since it is not 

buying commission. 

4. If insurance cost is not ascertainable, the same shall be added @ 1.125% of FOB value of the 

goods (Rule 10(2) of the CVR). 

5. Cost of insurance, transport, loading, unloading, handling charges associated with transhipment 

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

(Rule 10(2) of the CVR) 

 

Illustration 10 

Determine the Assessable value under customs law of an imported machine based on the following 

information: 

1. Cost of machine (Contract price = Rs.1,00,000, Revised price = Rs.2,00,000, Negotiated & 

Agreed price = Rs.1,50,000) 

2. Freight from the factory of the exporter to the port for shipment = Rs.20,000 

3. Freight incurred from port of entry to inland container depot = Rs.60,000 

4. Handling charges paid for loading the machine in the ship = Rs.5,000 

5. Demurrage charge paid at port = Rs.30,000 

6. Buying commission paid by importer = Rs.5,000 

7. Commission paid to local agent appointed by exporter = Rs.1,000 

8. Vendor inspection charges (not required under contract) = Rs.8,000 (CA Final May 19 New)  

Solution   

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 & 5) 

35,200 

Add: Insurance @ 1.125% of FOB (Note 3 & 5) 1,980 

Assessable value 1,88,180 
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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. 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) 

 

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. 

 

Illustration 11 

Product ‘Z’ was imported by Mr. X by air. The details of the import transaction are as follows: 

(ICAI) 

Particulars Amt. 

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 land 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 20.08.20XX 

Rate of basic customs duty 20% 10% 

Exchange rate notified by CBIC Rs.60 per US $ Rs.63 per US $ 

Exchange rate prescribed by RBI Rs.61 per US $ Rs.62 pdf US $ 
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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   

Determination of Assessable Value and Custom Duties Payable 

Particulars Rs. 

Ex – factory price of the goods 8,500 US $ 

Adjustment under Rule 10(1) Nil 

Adjusted FOB 8,500 US $ 

Add: Adjustment under rule 10(2)  

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

delivery of the imported goods to the place of the importation (restricted to 

20% of FOB value) Note 1) 

1,800 US $ 

Insurance (actual) 2,000 US $ 

CIF for customs purpose 12,300 US $ 

Value for customs purpose 12,300 US $ 

Exchange rate as per CBIC (Note 2) Rs.60 per US 

$ 

 

 Rs. 

Assessable value (Rs.60 x 12,300 US $) 7,38,000 

Add: Basic customs duty @ 10% (Note 3) 73,800 

Add: Social welfare surcharge @ 10% of BCD 7,380 

Value for the purpose of levying integrated tax 8,19,180 

Add: Integrated tax leviable under section 3(7) @ 12% 98,301.60 

Total duty & tax payable (rounded off) 1,79,481.60 

Note 1 

Actual charges u/r 10(2)(a) Calculation of Adj. FOB  

- Freight in Country of Export $ 250 - Ex factory price $ 8,500 

- Loading & Handling charges $ 250 - Freight in country of 

export 

$ 250 

- Freight from load airport to $ 4500 

place of importation 

- Loading & handling $ 250 

Actual cost $ 5,000 FOB $ 9,000 

U/R 10(2)(a) Adj. u/r 10(1)  

 Adjusted FOB $ 9,000 

 20% of such FOB $ 1,800 
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In the case of goods imported by air, the cost 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)). 

1. Rate of exchange determined by CBIC is to be considered (Clause (a) of the explanation to 

section 14 of the Customs Act, 1962) 

2. 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. 

3. 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). Social Welfare Surcharge. 

 

Illustration 12 

Rudraksh Manufacturers, Kolkata, engaged in manufacturing the textile articles. It has decided 

to enhance its production capacity in the current year. Therefore, it imports a machine through 

vessel from George Inc., USA at a price of $ 31,650 (including transport charges from the factory 

of George Inc.upto US port of $ 2,500 and handling charges at US port of $ 1,750). Rudraksh 

Manufacturers has provided the following additional information in respect of machine imported: 

S. No. Particulars Amt. 

1 Charges for design and engineering work undertaken for the machine in 

US 

US $ 1,750 

2 Buying commission paid by Rudraksh Manufacturers US $ 150 

3 Freight charges from USA to India US $ 3,000 

4 Unloading and handling charges paid at the place of importation US $ 2,250 

5 Exchange rate to be considered: 1 $ = Rs.60  

The actual insurance charges paid are not ascertainable. You are required to determine the 

assessable value of the imported machine under the Customs Act, 1962 from the given particulars 

(CA Final RTP Nov 2020 exam) 

Solution   

Computation of assessable value of imported goods 

Particulars Rs. 

Price of the machine (including transport charges from the factory of George 

Inc. upto US port and handling charges at US port) (Note 1) 

31,650 

Add: Charges for design and engineering work undertaken for the machine in 

USA (note 2) 

1,750 

Buying commission (Note 3) Nil 

FOB value (Adj. FOB) 33,400.00 

Add: Freight charges up to India (Note 1) 3,000 

Insurance charges @ 1.125% of FOB (Note 4) 375.75 
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CIF value 36,775.75 

Add: Unloading and handling charges paid at the place of importation (Note 5) Nil 

Assessable value 36,775.75 

Assessable value in India rupees @ Rs.60 / per $ 22,06,545 

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 assessable value (Rule 10(2)(a) 

of the Customs Valuation (Determination 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. By virtue of 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 (Circular No. 39/2017 Cus. Dated 26.09.2017) 

 

Illustration 13 

M/s. foreign Trade International Ltd. have imported one machine from England. They have given 

the following particulars: 

F.O.B. Value of machine 8,000 UK Pounds 

Freight paid (air) 2,500 UK Pounds 

Design and development charges paid in UK 500 UK Pounds 

Commission payable to local agent @ 2% of FOB in Indian 

Rupees 

 

Date of bill of entry 24.10.2014 (Rate BCD 10% Exchange 

rate as notified by CBIC Rs.100 per 

UK Pound) 

Date of entry inward 24.10.2014 (Rate BCD 10% Exchange 

rate as notified by CBIC Rs.100 per 

UK Pound) 

Additional Duty leviable under section 3(7) of the Customs Tariff Act, 1975 is 12% 

Insurance charges have been actually paid details are not available 

M/s. Foreign Trade International Ltd. had expended Rs.1,00,000 in India for certain 

development activities with respect to the imported machinery 

M/s. Foreign Trade International Ltd. had incurred road transport cost from Mumbai air – port 

to the factory in Karnataka 



CMA VIPUL SHAH CHAPTER 4 VALUATION 

www.vipulshah.org                                                       7559173787                                                                               4.11 
 

Compute the assessable value of the machine and the customs duty payable M/s Foreign Trade 

International Ltd. (Exam Question, may 2009; Exam Question, Nov. 2012) 

Solution   

Computation of assessable value and duty thereon 

Particulars Rs. 

FOB value (Exchange Rate = 8,000 x 100 / pound) 8,00,000 

Add: Adjustment under rule 10(1)  

Local agency commission (2% of 8,000 UK pounds) = 160 UK Pounds x Rs.100 16,000 

Add: Design and development charges (500 x 100) 50,000 

Adjusted FOB 8,66,000 

Adjustment under Rule 10(2)  

Add: Air freight (2,500 or 20% of Adjusted FOB or actual) (note 1) 1,73,200 

Add: Insurance 1.125% of Adjusted FOB (Note 2) 9,742.50 

Total (CIF) 10,48,942.50 

C.I.F. value 10,48,942.50 

Assessable value 10,48,942.50 

Basic custom duty @ 10% (Note 5) (A) 1,04,894.25 

Social welfare surcharge @ 10% 10,489.425 

Total 11,64,326.75 

Total for additional duty leviable under section 3(7) IGST (C) 12% (AV + BCD + 

SWC) 

1,39,719.14 

Total duty payable (A) + (B) + (C) (Rounded off) 2,55,103 

Notes: 

1. As per Rule 10(2)(a) if cost of transport loading, unloading and handling charges associated 

with the delivery of imported goods to the place of importation is ascertainable then it should 

be added in transaction value on actual basis. In given we assume that air freight includes 

loading, unloading and handling charges upto place of importation. If the goods are imported 

by air, the freight cannot exceed 20% of FOB price (Second proviso to rule 10(2) of the 

Customs (Determination of value of imported goods) Rules, 2007) 

2. Where the insurance charges are not ascertainable, such cost is taken as 1.125% of FOB 

value of the goods (Rule 10(2) of the Customs (Determination of value of Imported Goods) 

Rules, 2007 

3. The rate of exchange notified by the CBIC on the date of presentation of bill of entry has 

been considered (Section 14 of the Customs Act, 1962). 

4. 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 entry 5yhinward 

whichever is later. 

5. 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 
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is includible in the value of the imported goods. Thus, development charges paid for work done 

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

6. As per rule 10(2)(a) of the customs valuation (determination of value of imported goods) 

Rules, 2007, the cost of transport of the imported upto 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 is post importation Exp. has not been considered for the purpose of 

customs valuation. 

 

Illustration 14 

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 Rs.61 per US $. Central Board of Excise and Customs notifies 

the exchange rate as Rs.70 per US $ while rate of exchange notified by RBI is rs.72 per US $. 

ABC Industries Ltd. expends Rs.56,000 in India for certain development activities with respect 

to the imported equipment. 

Basic customs duty is 10%, Integrated tax under section 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)  

Solution   

Computation of customs duty and integrated tax payable by ABC Industries Ltd. 

Particulars Rs. 

CIF value 6,000 

Less: Freight 1,200 

Less: Insurance 1,800 

FOB value 3,000 

Add: Freight (20% of FOB value) (Note 1) 600 

Add: Insurance (actual) 1,800 

CIF 5,400 

Exchange rate as per CBIC (Note 2) Rs.70 per US 

Assessable value = Rs.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.4,19,580 

Integrated tax under section 3(7) of the Customs Tariff Act @ 12% of 

Rs.4,19,580 (Note 4) 

Rs.50,349.60 

Total customs duty and integrated tax payable (Rs.37,800 + Rs.3,780 + 

Rs.50,349.60) 

Rs.91,929.60 
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Total customs duty and integrated tax payable (rounded off) Rs.91,930 

Notes: 

1. If 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 (Clause (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 undertaken 

elsewhere than in India 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. 

 

Illustration 15 

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: (CA Final May 2018 (New)  

S.No Particulars Amt. 

i. CIF value of the machine 4,23,379.69 

 Freight incurred from port of entry to Inland Container 

depot 

25,000.00 

 Unloading and handling charges paid at the place of 

importation 

40,000.00 

 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% advalorem 

Note: Ignore GST Compensation Cess 

Solution   

Computation of assessable value and customs duty payable 

Particulars Rs. 

CIF Value of the machine 4,23,379.69 

Freight incurred from port of entry to Inland Container depot  

Unloading and handling charges paid at the place of importation  

Designing charges paid to Consultancy firm in Mumbai  

CIF Value or Assessable value (A) (National addition at 1% of CIF is 

discontinued) 

4,23,379.69 

Basic Customs duty @ 10% 42,337.97 
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Social welfare surcharge @ 10% 4,233.79 

Total value for charge of IGST 4,69,951.45 

IGST @ 18% under section 3(7) of Customs Tariff Act, 1975 84,591.26 

Total Customs Duty (BCD + SWC + IGST) 1,31,163.21 

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 transhipped to another custom station in India, the cost 

of transport associated with such transhipment 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. 

 

Illustration 16 

Mr. X imported certain goods from a related person Mr. Q of US and transaction value has been 

rejected. Rules 4 and 5 of the Import Valuation Rules are found inapplicable as no similar / identical 

goods are imported in India. Mr. X furnishes cost related data of imports and requests customs 

authorities to determine value accordingly as per rule 8. The relevant data are 

1. Cost of materials incurred by Mr. Q $ 2,000 

2. Fabrication charges incurred by Mr. Q $ 1,000 

3. Other chargeable expenses incurred by Mr. Q $ 400 

4. Other indirect costs incurred by Mr. Q $250 

5. Freight from Mr. Q’s factory to US port $ 250 

6. Loading charges at US port $ 100 

7. Normal net profit margin of Mr. Q is 20% of FOB 

8. Air freight from US port to Indian port $ 1,500 

9. Insurance from US port to Indian port $ 50 

10. Exchange rate Rs.70 per $ 

The customs authorities are of the opinion that since value as per rule 7 can be determined at 

Rs.4,00,000, there is no need to apply rule 8. 

Can the request of Mr. X be legally acceptable? If so, compute the assessable value under the 

Customs Act, 1962. (suggested Nov. 2019) 

Solution   

The value of the imported goods is determined under rule 8 of the Customs Valuation 

(Determination of Value of Imported Goods) Rules, 2007 (hereinafter referred to as Import 
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Valuation Rules) if the same cannot be determined under the earlier rules. However, the order of 

application of rules 7 and 8 can be reversed at the request of the importer and with the approval 

of the proper officer. 

Thus, request of Mr. X for determination of value under rule 8 is legally acceptable, if the same 

is also approved by the proper officer. 

Assuming that the request of Mr. X has been approved by the proper officer, the assessable 

value of the imported goods under rule 8 will be the sum of: 

a. The cost of materials and fabrication or other processing; 

b. An amount for profit and general expenses 

c. The cost or value of all other expenses under rule 10(2) of the said rules. 

Solution   

Computation of assessable value 

Particulars Rs. 

Cost of materials 2,000 

Add: Fabrication charges 1,000 

Other chargeable expenses 400 

Other indirect costs 250 

Cost of the goods at Mr. Q’s factory 3,650 

Add: Net profit margin @ 20% of FOB, i.e. 25% of total cost  

Total cost till US port = Cost of the goods at factory + Freight from factory to 

US port and loading charges at US port = $ 4,000 ($ 3,650 + $ 250 + $ 100) 

FOB value = Total cost till port + profit = $ 5,000 ($ 4,000 + $ 1,000) 

1,000 

Add: Freight and loading / unloading charges 1,000 

(In case of import by air, the cost transport, loading, unloading and handling 

charges associated with the delivery of the imported goods to the place of 

importation are restricted to 20% of FOB value) 

 

Insurance charges 50 

Assessable value 5,700 

Assessable value in Indian Rupees (Exchange rate – Rs.70 per $) 3,99,000 
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Illustration 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 10.02.20XX. 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 15.02.20XX. 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. (CA 

Final RTP Nov. 2018) 

Solution   
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Illustration 2 

When can the ‘transaction value’ be accepted under the Customs Act, 1962 and the Customs 

Valuation (Determination of Price of Imported goods) Rules, 2007 even if the buyer and seller are 

related persons? Write a brief note. (RTP May 2005) 

Solution   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Illustration 3 

Discuss with reference to decided case laws as to how the value shall be determined under section 

14 of the Customs Act, 1962 in the following case – The goods are purchased on high cases. 

Solution   
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Illustration 4 

Kaveri Enterprises imported some goods from  

Solution   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Illustration 5 

When can the ‘transaction value’ be accepted under the Customs Act, 1962 and the Customs 

Valuation (Determination of Price of Imported goods) Rules, 2007 even if the buyer and seller are 

related persons? Write a brief note. (RTP May 2005)  

Solution   
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Illustration 6 

Discuss with reference to decided case laws as to how the value shall be determined under section 

14 of the Customs Act, 1962 in the following case – The goods are purchased on high seas. 

Solution   
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Illustration 7 

Kaveri Enterprises imported some goods from Italy. On the basis of certain information obtained 

through computer printouts from the Customs House department alleged that during the period in 

question, large number of consignments of such goods were imported at a much higher price than 

the price declared by Kaveri Enterprises. Therefore, department valued such goods on the basis 

of transaction value of identical goods as per rule 4 of the Custom Valuation (Determination of 

Value of Imported Goods) Rules, 2007 and demands the differential duty along with penalty and 

interest from the Kaveri Enterprise. However, Department did not provide these printouts to 

Kaveri Enterprises. 

Kaveri Enterprise contended that Department’s demand was without any basis in law, without any 

legally admissible evidence and opposed to the principles natural justice as the computer printouts 

which formed the basis of such demand had not been supplied to them. Resultantly, they had no 

means of knowing as whether any imports of comparable nature were made at the relevant point 

time. 

You are required to examine the contention of Kaveri Enterprises, with the help a decided case 

law, if any. (ICAI Material) 

Solution   
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Illustration 8 

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   
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Illustration 9 

ABC Industries Ltd. of Mumbai imported one machine through vessel from Japan, in the month of 

September, 2018 

The following particulars are made available: 

 Particulars Amt. in Japanese 

Yen (¥) 

I Cost upto port of exportation incurred by exporter  6,00,000 

II Loading charges at port of exportation 25,000 

III Freight charges from port of export to port of import in India 1,00,000 

Following additional amounts paid by ABC Industries Ltd. 

S.No. Particulars Amt. in 

Indian 

Rupees (Rs.) 

1 Designing charges, necessary for such machine, paid to consultancy firm 

in New Delhi 

8,00,000 

2 Commission paid (not the buying commission) to local agent of exporter 1,25,000 

3 Actual landing charges paid at the place of importation 15,000 

4 Actual insurance charges paid at the place of importation 15,000 

5 Lighterage charges paid at the port of importation 20,000 

Other Information 

1 Rate of basic customs duty is 10% 

2 Rate of social welfare surcharge is 10% 

3 Integrated tax leviable under section 3(7) of Customs Tariff Act, 1975 is 12% 

4 Ignore GST compensation cess 

5 Rate of exchange to be taken is 1 Japanese Yen (¥) = 0.65 

(CA Final May 19 old) (CA Final May 19 old)(ICAI) (CA Final RTP May 21) 

Solution   
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Illustration 10 

Determine the Assessable value under customs law of an imported machine based on the following 

information: 

1. Cost of machine (Contract price = Rs.1,00,000, Revised price = Rs.2,00,000, Negotiated & 

Agreed price = Rs.1,50,000) 

2. Freight from the factory of the exporter to the port for shipment = Rs.20,000 

3. Freight incurred from port of entry to inland container depot = Rs.60,000 

4. Handling charges paid for loading the machine in the ship = Rs.5,000 

5. Demurrage charge paid at port = Rs.30,000 

6. Buying commission paid by importer = Rs.5,000 

7. Commission paid to local agent appointed by exporter = Rs.1,000 

8. Vendor inspection charges (not required under contract) = Rs.8,000 (CA Final May 19 New)  

Solution   
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Illustration 11 

Product ‘Z’ was imported by Mr. X by air. The details of the import transaction are as follows: 

(ICAI) 

Particulars Amt. 

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 land 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 20.08.20XX 

Rate of basic customs duty 20% 10% 

Exchange rate notified by CBIC Rs.60 per US $ Rs.63 per US $ 

Exchange rate prescribed by RBI Rs.61 per US $ Rs.62 pdf 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   
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Illustration 12 

Rudraksh Manufacturers, Kolkata, engaged in manufacturing the textile articles. It has decided 

to enhance its production capacity in the current year. Therefore, it imports a machine through 

vessel from George Inc., USA at a price of $ 31,650 (including transport charges from the factory 

of George Inc.upto US port of $ 2,500 and handling charges at US port of $ 1,750). Rudraksh 

Manufacturers has provided the following additional information in respect of machine imported: 

S. No. Particulars Amt. 

1 Charges for design and engineering work undertaken for the machine in 

US 

US $ 1,750 

2 Buying commission paid by Rudraksh Manufacturers US $ 150 

3 Freight charges from USA to India US $ 3,000 

4 Unloading and handling charges paid at the place of importation US $ 2,250 

5 Exchange rate to be considered: 1 $ = Rs.60  

The actual insurance charges paid are not ascertainable. You are required to determine the 

assessable value of the imported machine under the Customs Act, 1962 from the given particulars 

(CA Final RTP Nov 2020 exam) 

Solution   
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Illustration 13 

M/s. foreign Trade International Ltd. have imported one machine from England. They have given 

the following particulars: 

F.O.B. Value of machine 8,000 UK Pounds 

Freight paid (air) 2,500 UK Pounds 

Design and development charges paid in UK 500 UK Pounds 

Commission payable to local agent @ 2% of FOB in Indian 

Rupees 

 

Date of bill of entry 24.10.2014 (Rate BCD 10% Exchange 

rate as notified by CBIC Rs.100 per 

UK Pound) 

Date of entry inward 24.10.2014 (Rate BCD 10% Exchange 

rate as notified by CBIC Rs.100 per 

UK Pound) 

Additional Duty leviable under section 3(7) of the Customs Tariff Act, 1975 is 12% 

Insurance charges have been actually paid details are not available 

M/s. Foreign Trade International Ltd. had expended Rs.1,00,000 in India for certain 

development activities with respect to the imported machinery 

M/s. Foreign Trade International Ltd. had incurred road transport cost from Mumbai air – port 

to the factory in Karnataka 

Compute the assessable value of the machine and the customs duty payable M/s Foreign Trade 

International Ltd. (Exam Question, may 2009; Exam Question, Nov. 2012) 

Solution   
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Illustration 14 

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 Rs.61 per US $. Central Board of Excise and Customs notifies 

the exchange rate as Rs.70 per US $ while rate of exchange notified by RBI is rs.72 per US $. 

ABC Industries Ltd. expends Rs.56,000 in India for certain development activities with respect 

to the imported equipment. 

Basic customs duty is 10%, Integrated tax under section 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)  

Solution   
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Illustration 15 

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: (CA Final May 2018 (New)  

S.No Particulars Amt. 

i. CIF value of the machine 4,23,379.69 

 Freight incurred from port of entry to Inland Container 

depot 

25,000.00 

 Unloading and handling charges paid at the place of 

importation 

40,000.00 

 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% advalorem 

Note: Ignore GST Compensation Cess 

Solution   
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Illustration 16 

Mr. X imported certain goods from a related person Mr. Q of US and transaction value has been 

rejected. Rules 4 and 5 of the Import Valuation Rules are found inapplicable as no similar / identical 

goods are imported in India. Mr. X furnishes cost related data of imports and requests customs 

authorities to determine value accordingly as per rule 8. The relevant data are 

1. Cost of materials incurred by Mr. Q $ 2,000 

2. Fabrication charges incurred by Mr. Q $ 1,000 

3. Other chargeable expenses incurred by Mr. Q $ 400 

4. Other indirect costs incurred by Mr. Q $250 

5. Freight from Mr. Q’s factory to US port $ 250 

6. Loading charges at US port $ 100 

7. Normal net profit margin of Mr. Q is 20% of FOB 

8. Air freight from US port to Indian port $ 1,500 

9. Insurance from US port to Indian port $ 50 

10. Exchange rate Rs.70 per $ 

The customs authorities are of the opinion that since value as per rule 7 can be determined at 

Rs.4,00,000, there is no need to apply rule 8. 

Can the request of Mr. X be legally acceptable? If so, compute the assessable value under the 

Customs Act, 1962. (suggested Nov. 2019) 

Solution   
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Solution   
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Illustration 1 

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 were 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 done to Rs.7,00,000? 

(CA Final Nov. 2018 New) (ICAI Material)  

Solution   
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Illustration 2 

Peerless scraps, imported during August 2014, by sea, a consignment of metal scrap weighing 6,000 

M.T. (metric tons) 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. 

Pearless 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 “Councel” for an opinion / advice. Examine the issue and 

tender your opinion as per law, giving reasons.  

Solution   
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Illustration 3 

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

1. Damaged inside the warehouse before clearance for home consumption 

2. Deteriorated inside the warehouse before clearance for home consumption 

3. Destroyed in the warehouse before clearance for home consumption. 

4. Destroyed on the wharf, before clearance for home consumption 

5. Destroyed after clearance from warehouse 

Solution   
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Illustration 4 

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 Kankan Corp in November next year. The supplier has agreed to provide 

discount of 40% of the fair cost of repairs, resulting in Kankan Corp paying USD 12,000. Following 

further particular are available: 

Particulars Date Rate of duty Inter Bank Exchange 

rate 

Rate notified at 

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. (CA Final RTP May 2020) 

Solution   
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Illustration 5 

Mr. X imported a machine from Japan in June, 2018 for Rs.50 lakh. However, the machine was 

exported back in December, 2018 for repairs. The supplier has agreed to carry out the repairs as 

the machine was still in warranty period, which would normally take 6 months. The fair cost of the 

repairs will cost Rs.10 lakh. In the meantime, Mr. X has requested the supplier to provide him 

another machine so that he can carry out his operations without hindrance. Acceding to the 

request, the supplier has provided him with another machine which was imported during February, 

2019. The value of the new machine is Rs.55 lakh. Freight charges incurred were Rs.2 lakh. You are 

required to compute the assessable value and total duty payable for the above transaction of 

replacement. Customs duty is 10% and IGST is 12%. Social welfare Surcharge to be taken at 10% 

(CA Final Nov. 2019 exam) 

Solution   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



CMA VIPUL SHAH CHAPTER 5 PILFERED GOODS & BENEFITS UNDER CUSTOMS  

www.vipulshah.org                                                     7559173787                                                                                    5.8 
 

Illustration 6 

What are the provisions relating to effective date of notification issued under section 25 of the 

Customs Act, 1962? (ICAI) 

Solution   
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Illustration 7 

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 furnance 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. (ICAI) 

Solution   
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Illustration 1 

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 were 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 done to Rs.7,00,000? 

(CA Final Nov. 2018 New) (ICAI Material)  

Solution   

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 wilful 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. 

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. 

 

 

 

 

 

CHAPTER 5 PILFERED GOODS & BENEFITS UNDER CUSTOMS 
 



CMA VIPUL SHAH CHAPTER 5 PILFERED GOODS & BENEFITS UNDER CUSTOMS  

www.vipulshah.org                                                     7559173787                                                                                    5.2 
 

Illustration 2 

Peerless scraps, imported during August 2014, by sea, a consignment of metal scrap weighing 6,000 

M.T. (metric tons) 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. 

Pearless 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 “Councel” for an opinion / advice. Examine the issue and 

tender your opinion as per law, giving reasons.  

Solution   

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 

6,000 metric tons and 500 metric tons 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 constructed 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. 

 

Illustration 3 

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

1. Damaged inside the warehouse before clearance for home consumption 

2. Deteriorated inside the warehouse before clearance for home consumption 

3. Destroyed in the warehouse before clearance for home consumption. 

4. Destroyed on the wharf, before clearance for home consumption 

5. Destroyed after clearance from warehouse 
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Solution   

1. 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 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 damages. 

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) 

2. As discussed above, in case of warehouse 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 the Customs Act, 1962, 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 such relinquishment, duty will not be payable on such goods but, interest, other 

charges and penalties would be payable. 

3. 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 entirely 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. 

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

5. 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. 
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Illustration 4 

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 Kankan Corp in November next year. The supplier has agreed to provide 

discount of 40% of the fair cost of repairs, resulting in Kankan Corp paying USD 12,000. Following 

further particular are available: 

Particulars Date Rate of duty Inter Bank Exchange 

rate 

Rate notified at 

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. (CA Final RTP May 2020) 

Solution   

Notification no. 45 / 2017 Cus. Dated 30.6.2017 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: 

Computation of total duty payable by Kankan Corp. 

Particulars Amt. 

Fair cost of repairs (in dollars) = $ 12,000 / 40% $ 53,000 

 Rs. 

Fair cost of repairs (in rupees) = $ 30,000 x Rs.62 (Note 1) 18,60,000.00 

Add: Inward and outward insurance (Rs.23,000 + Rs.27,000) 50,000.00 

Add: Inward and outward air freight (Rs.93,500 + Rs.1,06,500) 2,00,000.00 

Assessable value 21,10,000 

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 = Rs.3,16,500 + Rs.31,650 + Rs.2,94,978) 6,43,128 
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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. 

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. 

 

Illustration 5 

Mr. X imported a machine from Japan in June, 2018 for Rs.50 lakh. However, the machine was 

exported back in December, 2018 for repairs. The supplier has agreed to carry out the repairs as 

the machine was still in warranty period, which would normally take 6 months. The fair cost of the 

repairs will cost Rs.10 lakh. In the meantime, Mr. X has requested the supplier to provide him 

another machine so that he can carry out his operations without hindrance. Acceding to the 

request, the supplier has provided him with another machine which was imported during February, 

2019. The value of the new machine is Rs.55 lakh. Freight charges incurred were Rs.2 lakh. You are 

required to compute the assessable value and total duty payable for the above transaction of 

replacement. Customs duty is 10% and IGST is 12%. Social welfare Surcharge to be taken at 10% 

(CA Final Nov. 2019 exam) 

Solution   

Computation of assessable value and total duty payable 

Particulars Amt. (Rs.) 

Value of new machine (FOB) 55,00,000 

Add: Freight charges 2,00,000 

Insurance charges @ 1.125% of FOB (Rs.55,00,000 x 1.125%) (Insurance 

charges have been included @ 1.125% of FOB value since actual charges are 

not ascertainable) 

61,875 

Assessable value 57,61,875 

Add: Basic customs duty @ 10% of Rs.57,61,875 (rounded off) (A) 5,76,188 

Social welfare surcharge @ 10% of Rs.5,76,188 (rounded off) (B) 57,619 

Total 63,95,682 

Add: Integrated tax @ 12% of Rs.63,95,682 (rounded off) (C) 7,67,482 

Total duty payable ((A) + (B) + (C)) 14,01,289 

Notes: 

Special provisions relating to payment of concessional duty in case of re – importation of goods 

exported for repairs are not applicable in the given case as the goods exported for repairs and 

the re – imported goods are not the same. Therefore, full customs duty will be payable on the 

machine received as replacement. 
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Illustration 6 

What are the provisions relating to effective date of notification issued under section 25 of the 

Customs Act, 1962? (ICAI) 

Solution   

Date of effect of every notification issued will be the date of its issue by the Central 

Government for publication in the Official Gazette, unless provided otherwise in the notification. 

Issue means signed by competent authority and sent for publication to Government press. 

The provision is made as there may be delay of one or two days in publishing in Gazette e.g. if the 

notification is issued on 2nd November and published in Official Gazette on 4th November, the 

notification will be effective from 2nd November. 

The above rules do not apply to exemptions granted through special orders. Special orders are 

issued separately for each case and communicated to the beneficiary directly by the 

Government. 

 

Illustration 7 

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 furnance 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. (ICAI) 

Solution   

The facts of the case are similar to the case of Commissioner v. Hanil Era Textile Ltd. 2005 

(180) ELT 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: 

1. They have used the DG sets and furnace oil imported duty free for generation of power, and 

2. Such power generated has been used for manufacturing goods for export, and  

3. Only the surplus power has been sold, as power cannot be stored. 

Particulars Amt. (Rs.) 

Value of new machine (FOB) 55,00,000 

Add: Freight charges 2,00,000 
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Illustration 1 

What is the relevant date for determining the rate of duty and tariff valuation in respect of goods 

imported / exported by post? 

Solution   
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Illustration 2 

M/s. XYZ Ltd. imported certain goods valuing Rs.15 lakh (assessable value) from America by post. 

Compute the amount of duty payable by the importer in the light of the following information: 

Date of presentation of a list containing particulars of goods to proper 

officer of custom 

15/05/2018 

Rate of duty prevalent on the date of such presentation 7.5% 

Date of arrival of vessel through which the packet containing the said 

goods was imported 

20/05/2018 

Rate of duty prevalent on the date of such arrival 10% 

Solution   
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Illustration 3 

Mrs. Mona, a person of Indian origin, aged 25 years came to Indian with baby aged 1.5 years. She 

carried with her following good 

1. Personal effects like clothes etc. valued at Rs.70,000 

2. Used personal effects of infant valued at Rs.30,000 

3. Laptop valued at Rs.65,000 

4. Travel souvenirs valued at Rs.25,000 

5. 3 litter wine worth Rs.15,000 

6. Mobile worth Rs.20,000 

7. Digital Camera Rs.60,000 

What is the customs duty payable? 

Solution   
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Illustration 4 

Mr. Roy, an Indian entrepreneur, went to London to explore new business opportunities on 1.4.2018. 

his wife also joined him in London after three months. The following details are submitted by them 

with the Customs authorities on their return to India on 15.4.2019: 

a. Used personal effects worth Rs.80,000 

b. 2 music systems each worth Rs.50,000 

c. The jewellery brought by Mr. Roy worth Rs. 48,000 (20 grams) and the jewellery brought by 

his wife worth Rs. 96,000 (40 grams). 

With reference to baggage Rules, 2016, determine whether Mr. and Mrs. Roy will be required to 

pay any customs duty? (CA Final MTP Mar. 19) (ICAI Material) 

Solution   
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Illustration 5 

Gregory Peg of foreign origin has come on travel visa, to tour in India. He carries with him, as part 

of baggage, the following: 

Particulars Value in Rs. 

Travel souvenir 85,000 

Other articles carried on in person 1,50,000 

120 sicks of cigarettes of Rs.100 each 12,000 

Fire arm with 100 cartridges (Value includes the value of cartridges at Rs.500 

per cartridges) 

1,00,000 

Determine customs duty payable, if the effective rate of customs duty is 38.5% inclusive of Social 

welfare surcharge, with short explanation where required. (CA Final May 2018 old) (ICAI Material) 

Solution   
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Illustration 6 

Mrs. X, an Indian resident who was on a visit to China, returned after months. She was carrying 

with her the following items: 

Personal effects Rs.75,000 

Laptop computer Rs.60,000 

Jewellery – 25 grams (purchased in China) Rs.75,000 

Music grams Rs.50,000 

Compute the customs duty payable by Mrs. X with reference to the Baggage Rules, 2016 (CA Final 

Nov. 19 Exam) (ICAI Material) 

Solution   
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Illustration 1 

What is the relevant date for determining the rate of duty and tariff valuation in respect of goods 

imported / exported by post? 

Solution   

Section 83 of the Customs Act, 1962 provides the relevant date for rate of duty and tariff 

valuation in respect of goods imported / exported by post or courier as under: 

S.No Particulars Relevant date for determining rate of duty and tariff 

valuation 

1 Goods imported by post Date on which postal authorities present to the proper 

officer a list containing the particular of such goods for 

the purpose of assessing the duty thereon. (In case of 

imports by aircraft or Vehicle) 

OR 

Date of arrival of vessel or date of presentation of list to 

the proper officer, whichever is later (in case of imports by 

vessel) 

2 Goods exported by post Date on which the exporter delivers such goods to the 

postal authorities, Courier Authorities for exportation 

 

Illustration 2 

M/s. XYZ Ltd. imported certain goods valuing Rs.15 lakh (assessable value) from America by post. 

Compute the amount of duty payable by the importer in the light of the following information: 

Date of presentation of a list containing particulars of goods to proper 

officer of custom 

15/05/2018 

Rate of duty prevalent on the date of such presentation 7.5% 

Date of arrival of vessel through which the packet containing the said 

goods was imported 

20/05/2018 

Rate of duty prevalent on the date of such arrival 10% 

Solution   

As per section 83 of the custom act, 1962 in case of importation of goods by post, the date for 

determination of rate of duty shall be: 

a. The date on which postal authorities present a list containing particular of the said goods to 

the proper officer of custom or 

CHAPTER 6 GOODS IMPORTED BY POST, BAGGAGE, STORES 
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b. If such goods are imported by a vessel, the date of arrival of the vessel, whichever is later. 

In this case, the date of arrival of vessel, being later in time, shall be the relevant date and 

the rate of duty prevalent on that date shall be applicable. 

Therefore, duty payable will be 10% as increased by social welfare surcharge @ 10% = 11% of 

Rs.15 lakhs = Rs.1,65,000 

 

Illustration 3 

Mrs. Mona, a person of Indian origin, aged 25 years came to Indian with baby aged 1.5 years. She 

carried with her following good 

1. Personal effects like clothes etc. valued at Rs.70,000 

2. Used personal effects of infant valued at Rs.30,000 

3. Laptop valued at Rs.65,000 

4. Travel souvenirs valued at Rs.25,000 

5. 3 litter wine worth Rs.15,000 

6. Mobile worth Rs.20,000 

7. Digital Camera Rs.60,000 

What is the customs duty payable? 

Solution   

Particulars Mrs. Mona duty 

free allowance 

(Rs.) 

Non duty free 

allowance (Rs.) 

Infant 

1 (i) Personal Effect Nil Nil Nil 

(ii) Travel Souvenir Nil Nil  

2) Other article duty free (up to 

50,000) 

   

(i) laptop Exempt   

(ii) wine up to 2 litre (15,000/3 x 2) 10,000 5,000  

(iii) Mobile  20,000   

(iv) Digital Camera 60,000   

Total 90,000 5,000  

Duty free limit 50,000   

Total taxable value 40,000 5,000  

Duty @ 38.5% 110%  

Duty payable 15,400 5,500  

Notes: 

(i) As per Rule 3 the Baggage Rules, 2016, in case of passengers other than tourists of foreign 

origin and infant returning from country Nepal, Bhutan and Myanmar, there is no customs duty 

on used personal effects and general free allowance is Rs.50,000 per passenger. 

(ii) For infants only used personal effect shall be allowed duty free. 
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(iii) Article covered Annexure I cannot be pooled in duty free limit. 

 

Illustration 4 

Mr. Roy, an Indian entrepreneur, went to London to explore new business opportunities on 1.4.2018. 

his wife also joined him in London after three months. The following details are submitted by them 

with the Customs authorities on their return to India on 15.4.2019: 

a. Used personal effects worth Rs.80,000 

b. 2 music systems each worth Rs.50,000 

c. The jewellery brought by Mr. Roy worth Rs. 48,000 (20 grams) and the jewellery brought by 

his wife worth Rs. 96,000 (40 grams). 

With reference to baggage Rules, 2016, determine whether Mr. and Mrs. Roy will be required to 

pay any customs duty? (CA Final MTP Mar. 19) (ICAI Material) 

Solution   

As per rule 3 of the Baggage Rules, 2016, an Indian resident arriving from any country other than 

Nepal, Bhutan and Myanmar, shall be allowed clearance free of duty articles in his bona fide 

baggage, that is to say, used personal effects and travel souvenirs; and articles (other than certain 

specified articles), upto the value of Rs.50,000 if these are carried on the person or in the 

accompanied baggage of the passengers. 

Thus, there is no customs duty on used personal effect and travel sourvenirs and general duty free 

baggage allowance is Rs.50,000 per passengers. Thus, duty liability of Mr. Roy and his wife is nil 

for the used personal effects worth Rs.80,000 and 2 music systems each worth Rs.50,000. 

As per rule 5 of the Baggage Rules, 2016, the jewellery allowance is as follows: 

Jewellery brought by Duty free allowance 

Gentleman Passengers Jewellery upto a weight of 20 grams with a value cap of Rs.50,000 

Lady Passengers Jewellery upto a weight of 40 grams with a value cap of Rs.1,00,000 

However, the jewellery allowance is applicable only to a passenger residing abroad for more than 1 

year. 

Consequently, there is no duty liability on the jewellery brought by Mr. Roy as he had stayed abroad 

for period exceeding 1 year and weight of the jewellery brought by him is 20 grams with a value 

less than Rs.50,000 

However, his wife is not eligible for this additional jewellery allowance as she had stayed abroad 

for a period of less than a year. Thus, she has to pay customs duty on the entire amount of 

jewellery brought by her as she has already exhausted the general duty free baggage allowance 

of Rs.50,000 allowed under rule 3. 
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Illustration 5 

Gregory Peg of foreign origin has come on travel visa, to tour in India. He carries with him, as part 

of baggage, the following: 

Particulars Value in Rs. 

Travel souvenir 85,000 

Other articles carried on in person 1,50,000 

120 sicks of cigarettes of Rs.100 each 12,000 

Fire arm with 100 cartridges (Value includes the value of cartridges at Rs.500 

per cartridges) 

1,00,000 

Determine customs duty payable, if the effective rate of customs duty is 38.5% inclusive of Social 

welfare surcharge, with short explanation where required. (CA Final May 2018 old) (ICAI Material) 

Solution   

As per rule 3 of Baggage Rules, 2016, tourist of foreign origin excluding infant is allowed duty free 

clearance of 

(i) Travel souvenirs; and 

(ii) Articles up to the value of Rs.15,000 (excluding inter alia fire arms, cartridges of fire arms 

exceeding 50 and cigarettes exceeding 100 sticks), if carried on in person. 

Computation of customs duty payable Duty free 

allowance 

(Rs.) 

Non Duty Free 

Allowance (Rs.) 

Travel Souvenir Nil  

Articles carried on in person 1,50,000  

Cigarettes (100 sticks can be accommodated in General 

Free Allowance (GFA)) 

10,000 2,000 

Firm arms (1,00,000 – Rs.500 x Rs.100)  50,000 

Firm arms cartridge (50 cartridges can be accommodated in 

GFA) 

25,000 25,000 

Baggage than can be accommodated in GFA 1,85,000  

Less: GFA 15,000  

Baggage on which duty is payable 1,70,000 77,000 

Duty rate 38.5% 110% 

Duty payable 65,450 84,700 

Note: Fire arms, cartridges of fire arms exceeding 50 and cigarettes exceeding 100 sticks are 

not chargeable to rate applicable to baggage (Notification No. 26 / 2016 Cus. Dated 31.3.2016). 

these items are charged @ 100% applicable to baggage under Heading 9803 of the Customs Tariff. 
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Illustration 6 

Mrs. X, an Indian resident who was on a visit to China, returned after months. She was carrying 

with her the following items: 

Personal effects Rs.75,000 

Laptop computer Rs.60,000 

Jewellery – 25 grams (purchased in China) Rs.75,000 

Music grams Rs.50,000 

Compute the customs duty payable by Mrs. X with reference to the Baggage Rules, 2016 (CA Final 

Nov. 19 Exam) (ICAI Material) 

Solution   

Computer of customs duty payable by Mrs. X 

Particulars Rs. 

Personal effects (Duty free clearance is allowed) Nil 

Laptop computer 

(One laptop computer is exempt when imported into India by a passenger ≥ 

18 years of age) 

Nil 

Jewellery 

(Duty free jewellery allowance is not available to Mrs. X since she did not 

reside abroad  for more than 1 year) 

75,000 

Music system 50,000 

Total value 1,25,000 

Less: General duty free baggage allowance of Rs.50,000 50,000 

Value of baggage liable to customs duty  75,000 

Rate of duty 38.50% 

Customs duty @ 38.5% (including and welfare surcharge) 28,875 
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Illustration 1 

M/s Deepak Business Ltd., had imported goods during 2017. Custom duty has been paid for 

Rs.20,00,000 at the time of import. These goods were used and later re – exported after 23 

months of import. Is M/s Deepak Business Ltd., eligible for refund of customs duty paid at the 

time of import. If so, how much? 

Solution   
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Illustration 2 

Calculate the amount of 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 Rs.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 Rs.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 Rs.1,00,000. Rate of duty drawback on 

such export is Rs.60 per kg. m arket price of goods is Rs.40,000 (in wholesale market). (RTP 

Nov. 2013 & May 2016) 

Solution   
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Illustration 3 

Pinnacle Pvt. Ltd. imported five mainframe computer systems from Deliheights Computers, USA on 

31.01.20XX paying customs duty of Rs.50 lakh. 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, Deliheights Computers snet his technicians from USA, to 

repair the systems in June 20XX itself. However, since no solution was found, the Management of 

Pinnacle Pvt. Ltd. re – shipped / returned the goods to Deliheights Computers, USA on 31.12.20XX. 

You are the Financial Controller of the Pinnacle 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. (CA Final MTP Mar. 19) 

Solution   
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Illustration 4 

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, 1995 were fixed taking into account the 

incidence of customs duty on imported inputs. 

Explain briefly with reference to clause (ii) of second proviso to rule 3 of the said rules whether 

the claim of M/s RIL will merit consideration by the authorities. (CA Final MTP Apr. 19) (ICAI 

Material) 

Solution   
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Illustration 5 

What is the minimum and maximum rate or amount of duty drawback prescribed under customs 

and central excise duty drawback rules 2017 made under Section 75 of custom act 1962. Explain 

with brief notes (Nov. 2008) (ICAI Material) 

Solution   

 

 

 

 

 

 

 

 

 

 

 

 

 

Illustration 6 

Mr. X filed a claim for payment of duty drawback amounting to Rs.1,50,000 on 30th July, 2018 but 

the amount was received on 28th October, 2018. You are required to calculate the amount of 

interest payable to Mr. X on amount on duty drawback claimed. 

Solution   
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Illustration 7 

Nirvana Ltd. has exported following goods to Sri Lanka. Write a brief note with reason whether 

any duty drawback is admissible under section 75 in each of the following cases: 

Products FOB value of 

Exported goods Rs. 

Market price of 

goods Rs. 

Duty drawback rate 

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

B 6,00,000 7,00,000 3.5% of FOB 

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

D 3,00,000 3,50,000 150% of FOB 

Note:  

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

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

(3) Working notes should form part of the answer (May 2017) 

Solution   
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Illustration 8 

Infinity Corporation has imported goods and the following particulars are available for claiming 

duty drawback under section 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 

Rs.14,00,000 

b) Raghuveer exports manufactured goods having FOB value  

Rate of duty drawback on FOB value of exports  

Market Value of the export product 

Rs. 86,000 

40% 

Rs.96,000 

Determine duty drawback with explanations in the above cases. (CA Final May 2018 Old) (ICAI 

Material) 

Solution   
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Illustration 1 

M/s Deepak Business Ltd., had imported goods during 2017. Custom duty has been paid for 

Rs.20,00,000 at the time of import. These goods were used and later re – exported after 23 

months of import. Is M/s Deepak Business Ltd., eligible for refund of customs duty paid at the 

time of import. If so, how much? 

Solution   

As per Section 74(2) – Following percentages have been fixed 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 

In the given instance, goods were exported after a period of 18 months, where in the percentage 

of to be paid as drawback allowed is “NIL”. Accordingly, M/s Deepak Business Ltd., shall be eligible 

to claim any amount of drawback on such re – export made. 

 

Illustration 2 

Calculate the amount of 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 Rs.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 Rs.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 Rs.1,00,000. Rate of duty drawback on 

such export is Rs.60 per kg. m arket price of goods is Rs.40,000 (in wholesale market). (RTP 

Nov. 2013 & May 2016) 
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Solution   

(a) As per section 74 of the Customs Act, 1962, when any identifiable imported goods are re – 

exported, 98% of the import duty is re – paid as drawback provided the goods are identified 

to the satisfaction of the Assistant / Deputy Commissioner of Customs as the goods which 

were imported and the same are entered for export within two years from the date of 

payment of the import duty. Thus, Jaggi Mehta can claim duty drawback of Rs.4,41,000 (98% 

of Rs.4,50,000) on the presumption that the car has been identified to the satisfaction of the 

Assistant / Deputy commissioner of Customs as the one which was imported. 

Thus, Jaggi Mehta can claim duty drawback of Rs.4,41,000 (98% of Rs.4,50,000) on the 

presumption that the car has been identified to the satisfaction of the Assistant / Deputy 

Commissioner of Customs as the one which was imported. 

(b) As per Section 74 of the Customs Act, 1962, 85% of the import duty is allowed to be paid as 

drawback in respect of goods which are used after their importation and which have been out 

of customs control for more than 3 months but not more than 6 months. Hence, Meenakshi 

can claim duty drawback of Rs.10,200. 

(Note: The above answer is given by assuming that music player is not used for personal 

purpose) 

(c) As per section 76 of the Customs Act, 1962, no drawback is 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 Rs.40,000, which is less than the amount of duty drawback, 

i.e. 1,000 kgs x Rs.60 = Rs.60,000. Hence, XYZ Ltd. is not entitled to claim duty 

drawback in this case. 

 

Illustration 3 

Pinnacle Pvt. Ltd. imported five mainframe computer systems from Deliheights Computers, USA on 

31.01.20XX paying customs duty of Rs.50 lakh. 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, Deliheights Computers snet his technicians from USA, to 

repair the systems in June 20XX itself. However, since no solution was found, the Management of 

Pinnacle Pvt. Ltd. re – shipped / returned the goods to Deliheights Computers, USA on 31.12.20XX. 

You are the Financial Controller of the Pinnacle 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. (CA Final MTP Mar. 19) 

Solution   

Yes, the import duty already paid can be claimed back on five mainframe computer systems 

imported by Pinnacle 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 
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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 godos 

that are used after their importation. 

In the instant case, all the condition 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, Pinnacle 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. 

 

Illustration 4 

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, 1995 were fixed taking into account the 

incidence of customs duty on imported inputs. 

Explain briefly with reference to clause (ii) of second proviso to rule 3 of the said rules whether 

the claim of M/s RIL will merit consideration by the authorities. (CA Final MTP Apr. 19) (ICAI 

Material) 

Solution   

Clause (ii) of second proviso to rule 3(c) 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 or taxable 

service in respect of which duties or taxes have not been paid. 

In the given case, there was not 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 Industries 

Rates fixed for particular export products are applicable to all exporters who export the same. 

However, in a case where there is clear 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.)) 
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Illustration 5 

What is the minimum and maximum rate or amount of duty drawback prescribed under customs 

and central excise duty drawback rules 2017 made under Section 75 of custom act 1962. Explain 

with brief notes (Nov. 2008) (ICAI Material) 

Solution   

The relevant provision are as under: 

1. No drawback under section 75 if minimum value addition is not achieved: No drawback will 

be allowed under section 75 if minimum value addition is not achieved. 

a. The value of export goods is less than value of imported materials used therein or 

b. The value of export goods is not more than value of imported materials by specified 

percentage. 

2. Upper limit of drawback money or rate (Rule 9) drawback amount of rate determine under 

rule 3 (i.e. the all industry rate) shall not exceed 1/3rd of market price of export products. 

 

Illustration 6 

Mr. X filed a claim for payment of duty drawback amounting to Rs.1,50,000 on 30th July, 2018 but 

the amount was received on 28th October, 2018. You are required to calculate the amount of 

interest payable to Mr. X on amount on duty drawback claimed. 

Solution   

Computation of interest payable to Mr. X on duty drawback claimed  

Particulars Amt. 

Duty drawback claimed 1,50,000 

Date of filing drawback claim 30th July, 2018 

Starting date of interest (30th July 2018 + 1 month) 31st Aug., 2018 

Date of payment of drawback 28th Oct. 2018 

No. of days of delay 59 days 

Rate of interest 6% 

Quantum of interest Rs.1,455 

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. 

 

Illustration 7 

Nirvana Ltd. has exported following goods to Sri Lanka. Write a brief note with reason whether 

any duty drawback is admissible under section 75 in each of the following cases: 

Products FOB value of 

Exported goods Rs. 

Market price of 

goods Rs. 

Duty drawback rate 

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

B 6,00,000 7,00,000 3.5% of FOB 
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C 1,20,000 60,000 0.75 of FOB 

D 3,00,000 3,50,000 150% of FOB 

Note:  

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

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

(3) Working notes should form part of the answer (May 2017) 

Solution   

 FOB value 

in Rs. 

Market 

price 

Rs. 

Duty draw back 

rate 

Gross 

drawback 

Eligible amount of duty 

drawback 

A 4,30,000 3,50,000 30% of FOB 1,29,000 1,16,667 (Drawback cannot 

exceed 1/3 of market price 1/3 

of 3,50,000 = 1,16,667) 

B 6,00,000 7,00,000 3.50% of FOB Nil Value of final product is less 

than value of imported inputs 

i.e. no value addition 

C 1,20,000 60,000 0.75% of FOB 900 900 (Valid, as amount exceed 

Rs.50) 

D 3,00,000 3,50,000 1.50% of FOB Nil Nil (Product D is made out of 

duty – free inputs; since no 

duty is borne on inputs there 

cannot be any drawback) 

 

Illustration 8 

Infinity Corporation has imported goods and the following particulars are available for claiming 

duty drawback under section 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 

Rs.14,00,000 

b) Raghuveer exports manufactured goods having FOB value  

Rate of duty drawback on FOB value of exports  

Market Value of the export product 

Rs.86,000 

40% 

Rs.96,000 

Determine duty drawback with explanations in the above cases. (CA Final May 2018 Old) (ICAI 

Material) 

Solution   

(a) As per section 74(2) of Customs Act, 1962 read with Notification No. 19/65 Cus dated 

06.02.1995 as amended, 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 = Rs.14,00,000 x 65% = Rs.9,10,000 
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(b) Amount of duty drawback = Rs.86,000 x 40% = Rs.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 = Rs.96,000 / 3 = Rs.32,000 

Thus, the amount of duty drawback in the present case will be restricted to Rs.32,000. 
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Illustration 1 

Explain rule 3 of the General Rules for the Interpretation of the Import Tariff (CA Final RTP May 

19) (ICAI Material) 

Solution   
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Illustration 2 

What are the conditions required to be fulfilled by the importer to make the imported goods 

eligible for preferential rate of duty prescribed by the Central Government by notification under 

section 25 of the Customs Act, 1962? (ICAI Material) 

Solution   
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Illustration 3 

Differentiate between protective duty and safeguard duty measures (ICAI Material) 

Solution   
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Illustration 4 

PCB Limited has imported printed circuit boards for sale in India from Country X, which are liable 

for anti – dumping duty. You are providing with the following details: 

(i) Country X does not sell these goods in its domestic market. 

However, it exports the same printed circuit boards at USD 200 per piece to another third 

country. 

(ii) The printed circuit board is sold in domestic industry @ USD 175 per piece. 

(iii) PCB Limited has imported the printed circuit boards at USD 100 per piece. 

(iv) Landed value of the printed circuit boards is USD 125 per piece. 

Compute the anti – dumping duty payable by PCB Limited for 1,000 pieces of printed circuit boards 

it has imported during the year assuming conversion rate @ Rs.75 per USD. (CA Final Nov. 2020 

Exam New) 

Solution   
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Illustration 5 

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 18 Old) (ICAI 

Material) 

Solution   
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Illustration 6 

Miss Priya imported certain goods weighing 1,000 kgs. With CIF value US $ 40,000. Exchange rate 

was 1 US $ = Rs.45 on the date of presentation of bill of entry. Basic customs duty is chargeable 

@ 10% and SWS as applicable. There is no GST payable on these goods, if manufactured in India. 

As per Notification issued by the Government of India, anti – dumping duty has been imposed on 

these goods. The anti – dumping duty will be equal to difference between amount calculated @ US 

$ 60 per kg and landed value of goods. You are required to compute custom duty and anti – dumping 

duty payable by Miss Priya. 

Note: Goods imported are exempted from payment of additional duty of Customs Tariff Act, 

(Exam Question, May 2010) 

Solution   
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Illustration 7  

Determine the total duties (duty, tax and cess) payable under Customs Act if Mr. Rao imported 

rubber from Malaysia at landed price of Rs.25 lakhs. It has been notified by the Central 

Government that share of imports of rubber from the developing country against total imports to 

India exceeds 5%. Safeguard duty notified on this product is 30%, rate of integrated tax under 

section 3(7) is 12% and rate of basic customs duty is 10%. (CA Final May 19 New) (ICAI Material) 

Solution   
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Illustration 1 

Explain rule 3 of the General Rules for the Interpretation of the Import Tariff (CA Final RTP May 

19) (ICAI Material) 

Solution   

Rule 3 of the General rules for the Interpretation of the Import Tariff is used when the goods 

consists of more than one material or substance which are classifiable under two or more headings. 

The rule provide as under: 

1. Rule 3(a) – Specific over general: The heading that provides a more specific description should 

be preferred over the heading that provides a general description. However, when two or more 

headings each refer to part only of the materials or substances contained in mixed or composite 

goods or to part only of the items in a set up for retail sale, those headings are to be regarded 

as equally specific in relation to those goods, even if one of them gives a more complete or 

precise description of the goods. 

2. Rule 3(b) – Essential character principle: Sub rule (b) would apply only if the goods cannot be 

classified under sub – rule (a). this sub rule provides that composite goods consisting of 

different materials or made up of different components, and goods put up in sets for retail sale, 

should be classified on the basis of that material or substance that vies it its essential 

character. 

3. Rule 3(c) – Latter the better: If both sub – rules (a) and (b) fail to classify the goods in 

question, then resort may be had to sub – rule (c), which provides that composite goods shall be 

classified on the basis of the heading that occurs last in numerical order among those which 

equally merit consideration. 

 

Illustration 2 

What are the conditions required to be fulfilled by the importer to make the imported goods 

eligible for preferential rate of duty prescribed by the Central Government by notification under 

section 25 of the Customs Act, 1962? (ICAI Material) 

Solution   

The Government may by notification under section 25 of the Customs Act, 1962 prescribe 

preferential rate of duty in respect of imports from certain preferential areas. The importer will 

have to fulfil the following conditions to make the imported goods eligible for preferential rate of 

duty: 

1. At the time of importation, he should make a specific claim for the preferential rate. 

2. He should also claim that the goods are produced or manufactured in such preferential area 

CHAPTER 8 CUSTOM TARRIF ACT 1975 
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3. The area should be notified under section 4(3) of the Customs Tariff Act, 1975 to be 

preferential area. 

4. The origin of the goods shall be determined in accordance with the rules made under section 

4(2) of the Customs Tariff Act, 1975. 

Determination of Origin’s is importation to allow concessional rate of customs duty. 

Generally, as per the rules (a) if the goods are un – manufactured, it should be grown or produced 

in that area (b) If it is fully manufactured in that country, it should be manufactured from material 

produced or within un – manufactured materials from that country (c) if it is partially 

manufactured in that country, final process should be completed in that country and at least 

specified percentage of expenditure on material or labour should be in that country. 

 

Illustration 3 

Differentiate between protective duty and safeguard duty measures (ICAI Material) 

Solution   

1. Protective Duty: Protective duties are intended to give protection to indigenous industries. If 

resort to protective duties is not made there could be a glut of cheap imported articles in the 

market making the indigenous goods unattractive. 

Section 7 of the Customs Tariff Act provides as follows: 

a. The protective duty shall be effective only upto and inclusive of the date if any, specified in 

the First Schedule. 

b. The Central Government may reduce or increase the duty by notification in the Official Gazette. 

c. If there is any increase in the duty as specified above, then the Central Government is required 

to place such notification in the Parliament for its approval. If the Parliament recommends any 

change in the notification, then the notification shall have effect subject to such changes. 

2. Safeguard measures: If the Central Government, after conducting such enquiry as it deems 

fit, is satisfied that any article is imported into India in such increased quantities and under 

such conditions so as to cause or threatening to cause serious injury to domestic industry, then, 

it may, by notification in the Official Gazette, apply such a safeguard measures on that article, 

as it deems appropriate. 

In this case Government can levy the SAFEGUARD MEASURES under section 8B of Customs 

Act, 1962, to reduce the increased quantity of import of GOODS. 
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Illustration 4 

PCB Limited has imported printed circuit boards for sale in India from Country X, which are liable 

for anti – dumping duty. You are providing with the following details: 

(i) Country X does not sell these goods in its domestic market. 

However, it exports the same printed circuit boards at USD 200 per piece to another third 

country. 

(ii) The printed circuit board is sold in domestic industry @ USD 175 per piece. 

(iii) PCB Limited has imported the printed circuit boards at USD 100 per piece. 

(iv) Landed value of the printed circuit boards is USD 125 per piece. 

Compute the anti – dumping duty payable by PCB Limited for 1,000 pieces of printed circuit boards 

it has imported during the year assuming conversion rate @ Rs.75 per USD. (CA Final Nov. 2020 

Exam New) 

Solution   

The quantum of anti – dumping duty is: 

(i) Margin of dumping or 

(ii) Injury margin, whichever is lower 

Margin of dumping is the difference between export price and normal value of the imported 

article and injury margin is the difference between the fair selling price (non – injurious 

price (NIP)) due to the domestic industry and the landed value of the dumped imports. 

In the given case, anti – dumping duty per piece is: 

(i) Margin of dumping is USD 100 (USD 200 – USD 100) or 

(ii) Injury margin is USD 50 (USD 175 – USD 125) 

Whichever is lower i.e. USD 50 

Anti – dumping duty for 1,000 pieces (in rupees) = USD 50 x 1,000 pieces x Rs.75 = Rs.37,50,000 

 

Illustration 5 

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 18 Old) (ICAI 

Material) 

Solution   

Section 9A (3) 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: 

(a) 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 

(b) 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 
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circumstances is likely to seriously undermine the remedial effect of the anti – dumping duty 

liable to be levied. 

The duty can levied retrospectively from the date prior to the date of imposition of antidumping 

duty, 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. 

 

Illustration 6 

Miss Priya imported certain goods weighing 1,000 kgs. With CIF value US $ 40,000. Exchange rate 

was 1 US $ = Rs.45 on the date of presentation of bill of entry. Basic customs duty is chargeable 

@ 10% and SWS as applicable. There is no GST payable on these goods, if manufactured in India. 

As per Notification issued by the Government of India, anti – dumping duty has been imposed on 

these goods. The anti – dumping duty will be equal to difference between amount calculated @ US 

$ 60 per kg and landed value of goods. You are required to compute custom duty and anti – dumping 

duty payable by Miss Priya. 

Note: Goods imported are exempted from payment of additional duty of Customs Tariff Act, 

(Exam Question, May 2010) 

Solution   

Computation of customs duty payable 

Particulars Rs. 

Total CIF value in INR = US $ 40,000 x Rs.45 18,00,000 

Assessable value (AV) 18,00,000 

Basic customs duty (BCD) @ 10% 1,80,000 

SWS @ 10% 18,000 

Landed value of imported goods 19,98,000 

Total customs duty payable (BCD + SWS) 1,98,000 

Computation of anti – dumping duty payable 

Particulars Rs. 

Value of goods in INR as per Notification = 1,000 kgs x US $ 60 x Rs.45 27,00,000 

Less: Landed value of goods 19,98,000 

Anti – dumping duty payable 7,02,000 
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Illustration 7  

Determine the total duties (duty, tax and cess) payable under Customs Act if Mr. Rao imported 

rubber from Malaysia at landed price of Rs.25 lakhs. It has been notified by the Central 

Government that share of imports of rubber from the developing country against total imports to 

India exceeds 5%. Safeguard duty notified on this product is 30%, rate of integrated tax under 

section 3(7) is 12% and rate of basic customs duty is 10%. (CA Final May 19 New) (ICAI Material) 

Solution   

S.No. Particulars Rs. 

1 Landed price 25,00,000 

2 Add: Basic customs duty @ 10% 2,50,000 

3 Add: Safeguard duty @ 30% on Rs.25,00,000 7,50,000 

4 Add: Social welfare surcharge (SWS) @ 10% on Rs.2,50,000  

(While calculating SWS, safeguard duty is excluded) 

25,000 

5 Add: Integrated tax 

12% of Rs.32,25,000 (Rs.25,00,000 + Rs.2,50,000 + Rs.7,50,000 + 

Rs.25,000) (Integrated tax is levied on the sum total of the assessable 

value of the imported goods, customs duties and applicable SWS) 

4,23,000 

6 Total customs duties and tax payable 

(Rs.2,50,000 + Rs.7,50,000 + Rs.25,000 + Rs.4,23,000) 

14,48,000 

Note: If any article is imported into India in such increased quantities, and under such 

conditions so as to cause or threatening to cause serious injury to domestic industry, then CG 

may, by notification in Official Gazette, apply such a safeguard measures on that article, as it 

deems appropriate. The safeguard measures shall include – imposition of (i) Safeguard duty, (ii) 

Application of Tariff rate quote, (iii) other appropriate measure) 
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Illustration 1 

What is the minimum monetary limit prescribed in the Customs law below which no refund shall be 

granted? (ICAI Material) 

Solution   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Illustration 2 

Section 26A of Customs Act, 1962 provides for refund of import duty paid if goods are found 

defective or not as per specifications. Discuss the conditions governing such refund in brief. (ICAI 

Material) 

Solution   
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Illustration 3 

Explain the provisions of Customs Act, 1962 relating to computation of limitation for submission 

of refund application. (ICAI Material) 

Solution   
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Illustration 4 

Explain the doctrine of unjust enrichment with respect to refund of duty . (ICAI Materia) 

Solution   
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Illustration 5 

Mr. N has, over three consignments of 200, 400 and 400 units, imported a total of 1,000 units of 

an article “ZEP”, which has been valued at Rs. 1,150 per unit. The customs duty on this article has 

been assessed Rs.250 per unit. He adds his profit margin Rs.350 per unit and sells the article for 

Rs. 1,750 per unit. 

After one month of selling the entire consignment of article “ZEP”, Mr. N found that there had 

been an error in payment of amount of duty, in which duty for the consignment of 200 units was 

paid as if it was 400 units, resulting in excess payment of duty. Mr. N files an application for 

refund for Rs. 50,000 (200 x 250). Is the bar of unjust enrichment attracted? (ICAI Material) 

Solution   
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Illustration 6 

Acme Sales’ imports were being provisionally assessed pending a verification that the department 

was carrying out. Upon completion of the verification, the assessments were finalized, and Acme 

Sales was asked to pay Rs.12 lakhs, which it paid. After six months, upon detailed scrutiny of the 

verification report and taking legal opinion on it, Acme Sales filed a claim for refund of Rs.8 lakhs 

on the ground that the differential amount should be Rs.4 lakhs only and that there were factual 

errors in the verification report. Was this the correct mode of redressal for Acme Sales? What 

will be likely outcome of the claim? Discuss on the basis of case law on the subject. (ICAI Material) 

Solution   
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Illustration 1 

What is the minimum monetary limit prescribed in the Customs law below which no refund shall be 

granted? (ICAI Material) 

Solution   

As per third proviso to section 27(1) of the Customs Act, 1962, the minimum monetary limit 

below which refund cannot be granted is Rs.100. 

 

Illustration 2 

Section 26A of Customs Act, 1962 provides for refund of import duty paid if goods are found 

defective or not as per specifications. Discuss the conditions governing such refund in brief. (ICAI 

Material) 

Solution   

Often, goods imported are found to be defective or not according to specifications. In such cases, 

earlier, the refund of customs duty paid at the time of import could be obtained only if the 

imported goods were physically returned to foreign supplier. Generally, cost of return of the 

rejected goods is heavy and it is economical to dispose of the goods in India itself. Realising this 

practical difficulty, section 26A of Customs Act makes provision for refund of import duty paid if 

goods are found defective or not as per specifications. The refund is admissible if goods are re – 

exported or relinquished and abandoned to the customs authorities or destroyed. Thus, refund is 

possible even if goods are destroyed or relinquished in India without re - exporting the same. 

The section stipulates the following conditions for the refund: 

(i) The goods are found to be defective or otherwise not in conformity with the specification 

agreed upon between the importer and the supplier of goods; 

(ii) The goods have not been worked, repaired or used after importation except where such use 

was indispensable to discover the defects or non-conformity with the specifications; 

(iii) The goods are identified to the satisfaction of Assistant / Deputy Commissioner of Customs 

as the goods which were imported; 

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

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

to customs or such goods are destroyed / rendered commercially valueless in the presence of 

proper officer in prescribed manner within 30 days from the date on which the order of 

clearance of imported goods for home consumption is made by thep roper officer. This period 

of 30 days can be extended upto 3 months. 

(vi) An application for refund of duty shall be made before the expiry of 6 months from the 

relevant date in prescribed form and manner. 

CHAPTER 9 AUDIT AND REFUND 
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(vii) Imported goods should not be such regarding which an offence appears to have been 

committed under this Act or any other law. 

(viii) Imported goods should not be perishable goods and goods which have exceeded their shelf life 

or their recommended storage before use period. 

 

Illustration 3 

Explain the provisions of Customs Act, 1962 relating to computation of limitation for submission 

of refund application. (ICAI Material) 

Solution   

According to Section 27(1) of the customs Act, 1962, a refund claim should be lodged before the 

expiry of one year from the date of payment of such duty or interest. The period of limitation of 

one year should be computed in the following manner: 

 If the refund claim is lodged by the importer, the time limit should be calculated from the 

date of payment of duty. 

 If the refund claim is lodged by the buyer of imported goods, the time limit should be 

calculated from the date of purchased of goods. 

 In case of goods which are exempt from payment of duty by an ad – hoc exemption, the 

limitation of one year should be computed from the date of issue of such exemption order. 

 Where any duty is paid provisionally, the time limit should be computed from the date 

of adjustment of duty after the final assessment thereof or in case of re – assessment, 

from the date of such judgement / decree / order / direction. 

The time limit of one year is not applicable if duty is paid under protest. Finally, it is worth 

mentioning that above provisions regarding time limit are mandatory and customs authorities 

cannot grant a refund which is filed beyond the maximum permissible period. 

 

Illustration 4 

Explain the doctrine of unjust enrichment with respect to refund of duty . (ICAI Materia) 

Solution   

Customs duty is a levy under Indirect taxation, which implies that the incidence of the customs 

duty paid is generally passed on to the buyer of the goods. When an importer imports goods, he 

has to pay the customs duty on such goods. Similarly, an exporter in case of export goods, if the 

same are subject to export duty, the exporter pays the export duty. This duty is recovered from 

the buyer when the goods are sold by the importer or exporter, as the case may be. In other 

words, the incidence or burden of duty is passed on to the buyer, from whom the importer or 

exporter collects the customs duty paid. Subsequently, if the importer or exporter makes a claim 

for refund of duty paid (due to excess payment) and receives the refund from the Government, 

he would be called to have enriched himself as he collected the duty from his customer also and 

also as refund from the Government. Such enrichment is referred to as ‘unjust enrichment’. 
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Accordingly, the doctrine of ‘unjust enrichment’ implies that no person should enrich himself at 

the cost of others. 

Therefore, wherever there is excess payment of duty, the refund is to be given only to the person 

who has brone the burden of such duty along with interest, if any. When the person who applies 

for refund is not the person who has borne the burden of duty, the refund is paid into a fund 

called ‘Consumer Welfare Fund’. 

Section 28D provides that every person who has paid duty under the customs Act, unless the 

contrary is proved by him, shall be deemed to have passed the full incidence of such duty to the 

buyer, hence the applicant for refund has to refute the presumption of passing on the incidence 

of duty. 

 

Illustration 5 

Mr. N has, over three consignments of 200, 400 and 400 units, imported a total of 1,000 units of 

an article “ZEP”, which has been valued at Rs. 1,150 per unit. The customs duty on this article has 

been assessed Rs.250 per unit. He adds his profit margin Rs.350 per unit and sells the article for 

Rs. 1,750 per unit. 

After one month of selling the entire consignment of article “ZEP”, Mr. N found that there had 

been an error in payment of amount of duty, in which duty for the consignment of 200 units was 

paid as if it was 400 units, resulting in excess payment of duty. Mr. N files an application for 

refund for Rs. 50,000 (200 x 250). Is the bar of unjust enrichment attracted? (ICAI Material) 

Solution   

Mr. N’s invoices show that he collect duty of Rs.250 per unit on 1,000 items. However, he paid duty 

on 200 items more. This payment, in the normal course, was made before the order permitting the 

clearance of the goods. It would be evident from the bill of entry that the amount paid was more 

than the amount of duty assessed. 

Thus Mr. N’s case falls within the exception to unjust enrichment listed at clause (g) of the 

first proviso to section 27(2). He will be able to refute the charge of unjust enrichment. 

Furthermore, clause (a) of the same sub – section provides that the doctrine of unjust enrichment 

will not apply to the refund of duty and interest, if any, paid on such duty if such duty and interest 

to any other person. 

Mr. N’s invoice will show how much duty he collected from his customers, hence he may be 

covered by this clause also to escape the bar of unjust enrichment. 
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Illustration 6 

Acme Sales’ imports were being provisionally assessed pending a verification that the department 

was carrying out. Upon completion of the verification, the assessments were finalized, and Acme 

Sales was asked to pay Rs.12 lakhs, which it paid. After six months, upon detailed scrutiny of the 

verification report and taking legal opinion on it, Acme Sales filed a claim for refund of Rs.8 lakhs 

on the ground that the differential amount should be Rs.4 lakhs only and that there were factual 

errors in the verification report. Was this the correct mode of redressal for Acme Sales? What 

will be likely outcome of the claim? Discuss on the basis of case law on the subject. (ICAI Material) 

Solution   

Acme Sales received an order finalizing provisional assessment on the basis of a verification 

report, and requiring payment of Rs.12 lakhs. They did not contest this order, but made the 

payment, and allowed the appeal period of sixty days to lapse. After appeal became time – barred 

they filed a claim for refund in which they challenged the order. This was a backdoor method of 

seeking relief against the order; it also asked an officer of the same rank to review the order 

passed; and it sought to bypass the time limitation for appeal by presenting the appeal as a claim 

for refund. The Supreme Court has held, in the case of Priya Blue Industries Limited, 2004 

(172) ELT 145 (SC), that such a refund claim is not permissible for all these reasons. A person 

who is aggrieved with an assessment order cannot seek refund without filing an appeal against the 

assessment order. 
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Illustration 1 

What do you understand by the term ‘Foreign Trade Policy’ (FTP)? Which is the governing 

legislation for FTP? Which Government authorities administer FTP in India? (ICAI Material) 

Solution   
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Illustration 2 

Monotype traders wants to enter into export contracts with various customers. It intends to 

understand the currency denomination while entering into contract with them and seeks your 

advice as to how it should ensure compliance. (ICAI Material) 

Solution   
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Illustration 3 

Briefly explain as to how FTP is linked with customs laws. (CA Final MTP Mar 19) (ICAI Material) 

Solution   
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Illustration 4 

Two exporters namely, Blue Heaven Pvt. Ltd. and Clean Planet Pvt. Ltd. have achieved the status 

of Status Holders (One Star Export House) in the financial year 2015 – 16. Both the exporters 

have been regularly exporting goods every year. 

What would have been the minimum export performance of the two exporters to achieve such 

status? 

Both the exporters want to establish export warehouses in accordance with the applicable 

guidelines. What should be their minimum export turnover to enable them to establish export 

warehouse? (May 2017) 

Solution   
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Illustration 5 

Payal Company, a unit located in Agri Export Zone has made exports of machineries worth US $ 

30 lakh per annum (on an average) during the last three years and in the current year. It wants to 

export certain goods for export promotion on free of cost basis, which are worth Rs.25 lakh, 1 US 

$ = Rs.50. examine whether Payal Company can export, export promotion goods on free of cost 

basis as proposed. (CA Final Nov. 18 Exam) 

Solution   
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Illustration 6 

Jigsaw Puzzle has imported inputs, having CIF value of Rs.25,00,000 without payment of duty 

under Advance Authorization. Inputs are supplied free of cost valued at Rs.5,00,000 to meet 

eventualities of quality issues arising during manufacture. On manufacturing, the products are 

supplied to SEZ units and realization is in Indian currency through regular current account. 

Jigsaw Puzzle wants to know whether it is entitled to Advance Authorization to their customer. 

Jigsaw Corporation who are setting up a new unit for exports. The payment for such supply is 

received in Indian currency. Can Advance Authorization be denied as payment has not been 

received in free foreign exchange. (CA Final May 18 Old) (ICAI Material) 

Solution   
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Illustration 7 

The objective of MEIS scheme is to neutralize the customs duties paid on inputs used in the export 

goods. Whether the statement is correct? What are the ineligible categories for MEIS scheme? 

Write brief note with reference to the Foreign Trade Policy?  OR 

State export categories / sectors which are ineligible for duty credit scrip entitlement under 

Merchandise Exports from India Scheme (MEIS) of Foreign Trade Policy (CA Final May 19 New) 

Solution   
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Illustration 8 

Determine reward under Merchandise Exports from India Scheme (MEIS) from the following 

particulars (rate of reward may be taken to be 7% 

(i) Goods A where FOB value realized is Rs.1,00,000 while FOB in shipping bill is Rs.1,02,000 

(ii) Goods B, if FOB value realized is Rs.1,10,000 (due to forex gain) while FOB in shipping bill is 

Rs.1,02,000 

(iii) Export of Product “A” through e – commerce Platform with FOB value Rs. 35,000 

(iv) Export of product “B” through e – commerce Platform with FOB value Rs. 23,000 

(v) Deemed Export with FOR value Rs. 45,000 

(vi) Export of product liable to export duty with FOB value Rs. 55,000 

Solution   
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Illustration 1 

What do you understand by the term ‘Foreign Trade Policy’ (FTP)? Which is the governing 

legislation for FTP? Which Government authorities administer FTP in India? (ICAI Material) 

Solution   

Foreign Trade Policy is a set of guidelines or instructions issued by the Central Government in 

matters related to import and export of goods in India viz., foreign trade. The FTP, in general, 

aims at developing export potential, improving export performance, encouraging foreign trade 

creating favourable balance of payments position. 

In India, Ministry of Commerce and Industry governs the affairs relating to the promotion and 

regulation of foreign trade. The main legislation concerning foreign trade is the Foreign Trade 

(Development and Regulation) Act, 1992 FT (D & R) Act. 

In exercise of the powers conferred by the FT (D&R) Act, the Union Ministry of Commerce 

and Industry, Government of India announces the integrated foreign Trade Policy (FTP) in 

every five years with certain underlined objectives. This policy is generally updated every year in 

April, in addition to changes that are made throughout the year. 

The FTP is formulated, controlled and supervised by the office of the Director General of 

Foreign Trade (DGFT), an attached office of the Ministry of Commerce & Industry, Government 

of India. DGFT has several offices in various parts of the country which work on the basis of the 

policy formed by the headquarters at Delhi. 

Thought the FTP is formulated by DGFT, it is administered in close coordination with other 

agencies. 

Other important authorities dealing with FTP are: 

(i) Central Board of Indirect Taxes and Customs (CBIC) 

(ii) Reserve Bank of India (RBI) 

(iii) State VAT Departments 

 

Illustration 2 

Monotype traders wants to enter into export contracts with various customers. It intends to 

understand the currency denomination while entering into contract with them and seeks your 

advice as to how it should ensure compliance. (ICAI Material) 

Solution   

Monotype Traders can denominate all export contracts and invoices either in freely convertible 

currency or Indian rupees but export proceeds should be realised in freely convertible currency. 

CHAPTER 10 FOREIGN TRADE POLICE 
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However, export proceeds against specific exports may also be realized in rupees, provided it is 

through a freely convertible Vastro account of a non – resident bank situated in any country other 

than a member country of Asian Clearing Union (ACU) or Nepal or Bhutan. 

Additionally, rupee payment through Vostro account must be against payment in free foreign 

currency by buyer in his non – resident bank account. 

Contracts for which payments are received through ACU shall be denominated in ACU Dollar. 

Export contracts and invoices can be denominated in India rupees against EXIM Bank / Government 

of India line of credit. 

 

Illustration 3 

Briefly explain as to how FTP is linked with customs laws. (CA Final MTP Mar 19) (ICAI Material) 

Solution   

The Foreign Trade Policy is closely knit with the Customs laws of India. However, the policy 

provisions per – se do not override tax laws. The exemptions extended by FTP are given effect to 

by issue of notifications under respective tax laws (e.g. IGST Act, CGST Act, SGST / UTGST Act, 

Customs Tariff Act, 1975, Central Excise Act, 1944, Customs Act, 1962 etc.). Thus, actual benefit 

of the exemption depends on the language of exemption notification issued by the CBIC. 

In most of the cases the exemption notification refer to policy provisions for detailed conditions. 

Ministry of Finance / Tax Authorities cannot question the decision of authorities under the 

Ministry of Commerce (so far as the issue of authorization etc. is concerned). 

Decision of Director General of Foreign Trade (DGFT) is final and binding in respect of (a) 

Interpretation of any provisions of foreign trade policy or provision of Handbook of Procedures, 

Appendices, Aayst Niryat Forms (b) Classification of any item in ITC (HS). 

 

Illustration 4 

Two exporters namely, Blue Heaven Pvt. Ltd. and Clean Planet Pvt. Ltd. have achieved the status 

of Status Holders (One Star Export House) in the financial year 2015 – 16. Both the exporters 

have been regularly exporting goods every year. 

What would have been the minimum export performance of the two exporters to achieve such 

status? 

Both the exporters want to establish export warehouses in accordance with the applicable 

guidelines. What should be their minimum export turnover to enable them to establish export 

warehouse? (May 2017) 

Solution   

Status Holders are business leaders who have excelled in international trade and have successfully 

contributed to country’s foreign trade. All exporters of goods, services and technology having an 

import – export code (IEC) number shall be eligible for recognition as a status holder. Status 

recognition depends upon export performance. 

In order to be categorized as One Star Export House, an exporter needs to achieve the 

export performance of 3 millions US $ million (FOB / FOR (as converted)) during current and 
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previous three financial years. Thus, export performance of Blue Heaven Pvt. Ltd. and Clean 

Planet Pvt. Ltd. would have been at least 3 million US $ million (FOB / FOR (as converted)) 

during current and previous three financial years. 

Further, Two Star Houses and above are permitted to established export warehouse. Therefore, 

Blue Heaven Pvt. Ltd. and Clean Planet Pvt. Ltd. can establish export warehouses in India only if 

they achieve the status of Two Star Export House and above. In order to achieve said status, 

export performance of the exporters during current and previous three financial years should be 

as indicated below: 

Status Category Export Performance (FOB / FOR (as 

converted) value in US $ million) 

Two Star Export House 25 

Three Star Export House 100 

Four Star Export House 500 

Five Star Export House 2,000 

 

Illustration 5 

Payal Company, a unit located in Agri Export Zone has made exports of machineries worth US $ 

30 lakh per annum (on an average) during the last three years and in the current year. It wants to 

export certain goods for export promotion on free of cost basis, which are worth Rs.25 lakh, 1 US 

$ = Rs.50. examine whether Payal Company can export, export promotion goods on free of cost 

basis as proposed. (CA Final Nov. 18 Exam) 

Solution   

Status holders are entitled to export freely exportable items on free of cost basis for export 

promotion subject to an annual limit of 2 % of average annual export realization during preceding 

3 licensing years, 

All exporters of goods having an import – export code (IEC) number shall be eligible for 

recognition as a status holder. Payable company, upon achieving export performance of US 

$12 million (Rs.30 lakh x 4) during current and previous 3 financial years, is eligible for 

status recognition as One Star Export House. 

Being a unit in Agri Export Zone, exports of Payal Company is eligible for grant of double weightage 

for calculation of export performance for grant of status of One Star Export House. However, 

the same is not relevant for Payable Company as it is already eligible for grant of One Star  Export 

House on the basis of its export performance without taking the benefit of double weightage. 

Therefore, being a Status Holder, Payal Company is entitled to export freely exportable 

items on free of cost basis for export promotion as under: 

Thus, Payal Company can export goods worth Rs.25 lakh for export promotion on free of cost basis. 
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Illustration 6 

Jigsaw Puzzle has imported inputs, having CIF value of Rs.25,00,000 without payment of duty 

under Advance Authorization. Inputs are supplied free of cost valued at Rs.5,00,000 to meet 

eventualities of quality issues arising during manufacture. On manufacturing, the products are 

supplied to SEZ units and realization is in Indian currency through regular current account. 

Jigsaw Puzzle wants to know whether it is entitled to Advance Authorization to their customer. 

Jigsaw Corporation who are setting up a new unit for exports. The payment for such supply is 

received in Indian currency. Can Advance Authorization be denied as payment has not been 

received in free foreign exchange. (CA Final May 18 Old) (ICAI Material) 

Solution   

Advance authorization (AA) can be issued for supplies made to SEZ units (as supplies made to SEZ 

units are considered as physical exports). The minimum value addition required to be achieved 

under AA is 15%. The FOR value of supplies made to SEZ units is computed as under: 

Value addition = (FOR value of supply received – CIF value of inputs / CIF value of inputs) x 100 

Notional value of free of cost inputs supplied by foreign buyer needs to be added to the CIF value 

of imported inputs to compute FOR value of the supplies made to SEZ units.  

FOR value of supplies made to SEZ units = 30,00,000 x 115% = Rs.34,50,000 

Jigsaw Puzzles will, however, be not eligible for AA as the payment from SEZ unit is not realized 

from its Foreign Currency Account. 

Supply of goods to against EPCG Authorization is a deemed export eligible for grant of AA. 

However, in this case, AA can also be issued when the payment for such deemed exports is realized 

in free foreign exchange. 

 

Illustration 7 

The objective of MEIS scheme is to neutralize the customs duties paid on inputs used in the export 

goods. Whether the statement is correct? What are the ineligible categories for MEIS scheme? 

Write brief note with reference to the Foreign Trade Policy?  OR 

State export categories / sectors which are ineligible for duty credit scrip entitlement under 

Merchandise Exports from India Scheme (MEIS) of Foreign Trade Policy (CA Final May 19 New) 

Solution   

According to Foreign Trade Policy, the objective of MEIS scheme is to compensate infrastructural 

inefficiencies and associated costs involved in export of goods / products, which are produced or 

manufactured in India, especially goods having high export intensity, employment potential and 

thereby enhancing India’s export competitive. 

Ineligible exports categories / sectors under MEIS Scheme 

1. Supplies made from DTA units to SEZ units 

2. Exports through tras – shipment, i.e., exports that are originating in third country but tran – 

shipped through India. 

3. Deemed Exports 

4. SEZ / EOU / EHTP / BPT / FTWZ products exported through DTA units 
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5. Export products which are subject to Minimum export price or export duty 

6. Export made by units in FTWZ 

 

Illustration 8 

Determine reward under Merchandise Exports from India Scheme (MEIS) from the following 

particulars (rate of reward may be taken to be 7% 

(i) Goods A where FOB value realized is Rs.1,00,000 while FOB in shipping bill is Rs.1,02,000 

(ii) Goods B, if FOB value realized is Rs.1,10,000 (due to forex gain) while FOB in shipping bill is 

Rs.1,02,000 

(iii) Export of Product “A” through e – commerce Platform with FOB value Rs. 35,000 

(iv) Export of product “B” through e – commerce Platform with FOB value Rs. 23,000 

(v) Deemed Export with FOR value Rs. 45,000 

(vi) Export of product liable to export duty with FOB value Rs. 55,000 

Solution   

i) Goods A where FOB value realize is Rs.1,00,000 while FOB in shipping 

bill is Rs.1,02,000 FOB value realized on FOB value in shipping bill, 

whichever is lower is to be taken 

1,00,000 

ii) Goods B where FOB value realized is Rs.1,10,000 (due to exchange gain) 

while FOB in Shipping bill is Rs.1,02,000 – FOB value realized or FOB 

value in shipping bill whichever is lower is to be taken 

1,02,000 

iii) Exports of product “A” through e – commerce platform with FOB value 

Rs.35,000 – for MEIS 

35,000 

iv) Export of product “B” through e – commerce platform with FOB value 

Rs.23,000 – for MEIS 

23,000 

v) Deemed Export – Not eligible for MEIS Ineligible 

vi) Export of product liable to export duty – Not eligible for MEIS Ineligible 

 Total 2,60,000 

 MEIS reward @ 7% of aforesaid total 18,200 

* Export of product through e – commerce platform is allowed FOB value up to Rs.5,00,000 

 


