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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 
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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 
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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 

 


