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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 
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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) 


