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CONSTITUTIONAL PROVISIONS AND DEFINITIONS

1. Explain the constitutional authority for levwy of customs duty and the body of

Customs Law. (5 Marks, Jan2021)

Ans: The Central Government has been empowered by Entry 83 of Union List of the VII Schedule
of the Constitution of India, to ievg customs d.u.tg. Entry 83 of Union List reads as under —
Duties of customs includes export duties.

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

The bodg of the Customs Law comprises of,—

1. || The Customs || It extends to the whole of India and, save as otherwise provid.ed. in this
Act, 1962 Act, it a.ppiies also to any offence or contravention thereunder committed
outside India by any person. It provides for levy of import and export
duties of customs on goods imported into or exported from India through
sea, air or land. It contains provisions of ievg and collection of dutg,
importation or exportation, transit and transhipment, prohibitions,
warehousing, du.tg drawback, a.ppeais, settlement, advance ruiings,
offences and prosecution etc.

2. | The Customs || The Customs Tariff Act, 1975 has been enacted for classification of goods.
Tariff Act, || The various types of custom duties to be levied on the importation and
1975 exportation of the articles are provided under this Act. It contains two
Schedules :

a) The First Schedule is known as, ‘Import Tariff" and it refers to goods

liable to import dutles of customs.
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. CHAPTER 1 - LEVY OF EXEMPTIONS FROM CUSTOMS DUTY .l

b) The Second Schedule is known as, "Export Tariff' and it refers to
goods liable to export duties of customs.

3. || Rules Section 156 of the Customs Act, 1962 em.powers the Central govern.men.t
to make rules. Such rules may provld.e for matters rela.tlrtg to the manner

of determ.i.ni.ng the value of lmported. goods/export good.s, d.utg drawback,

baggage etc. The Rules so fra.med. are consistent with the provisions of
the Customs Act, 1962.

4 Regula.tlon.s The Central Board of Indirect Taxes and Customs is empowered. under

Section 157 of the Customs Act, 1962 to make regu.latlon.s to carry out
the purposes of the Act. The Regulations so framed are consistent with
the provisions of the Act as well as the rules framed by Central
Government.

5. Noti.fi.ca.ti.on.s The Central governmen.t has been empowered. to issue n.otlfi.catlorts
under various sections of the Customs Act, 1962 for effectlve
lmplementati.on of the provisions of the Customs Act, 1962.

Define the following:
Term Definition
Adjudicating Means -
Authority v any authority competent to pass any order or decision under this

Act,
v but does not include the Board, Commdissioner (Appeals) or
Appellate Tribunal. [Section 2(1)] (Nov. 2005)
The Su.peanten.d.ent, Assistant Commissioner, Depu.tg Commuissioner,
Joint Comm.issioner and Prln.clpal Commuissioner or Commissioner of
Customs are adjudicating authorities. Adjudicating Authority
adjudicates the cases Le. it issues show cause notices in case of short
levy/non-levy of duty or non-payment/short-payment of any duty
and a.fter giving the assessee an opportunity of be'mg heard, passes its
decision or order. In case, lf any person is aggrle\)ed bg such decision
or order, appea.l can be flled to the concerned Appellate au.thorltg Le.
Commuissioner (Appeals) and Appellate Tribunal. The Board (CBIC)
is not an adjudicating authority but is an administrative authority.

Aircraft The same meaning as in the Aircraft Act, 1934. [Section 2(1A)]

Appellate Tribunal | Means the Customs, Excise and Service Tax Appellate Tribunal
constituted wnder section 129. [Section 2(1B)]

Assessment Means determination of the dutiability of any good.s and the

amount of dutg, tax, cess or any other sum so pagable, if any, under
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. CHAPTER 1 - LEVY OF EXEMPTIONS FROM CUSTOMS DUTY .J

this Act or under the Customs Tariff Act, 1975 or under any other
law for the time bei.ng in force, with reference to—
a) the ta.r'Lff cLa.ss'Lfi.cat'Lon of such goods as determined in
accordance with the provisions of the Customs Ta.r'Lff Act;
b) the value of such goods as determined in accordance with the
provisions of this Act and the Customs Tariff Act;
¢ exemption or concession of dutg, tax, cess or any other sum,

consequent upon any notification issued therefor under this Act
or under the Customs Tariff Act or under any other law for the
time be'mg in force;

d) the quantity, wei.ght, volume, measurement or other SPeCi.fi.CS
where such d.u.tg, tax, cess or any other sum is leviable on the
basis of the quantity, weight, volume, measurement or other
spechi.cs of such goods;

e) the origin of such goods determined in accordance with the
provisions of the Customs Tariff Act or the rules made thereunder,
if the amount of duty, tax, cess or any other sum is affected by
the origin of such good.s;

f) any other spec'Lf'Lc factor which a_ffects the d.utg, tax, cess or any
other sum pagable on such goods, and includes provLsLonal
assessment, self-assessment, re-assessment and any assessment
in which the d.u,tg assessed is nil. [Section 2(2)]

Baggage Includes unaccompanied baggage but does not include motor
vehicles. [Section 2(3)]
Benefi.ci.al. owner Means any person. on whose behalf the goods are be'Ln.g 'meorted. or

exported. or who exercises effect'we control over the goods be'm.g meorted

or exported. [Section 2(3A)]
Bill of Entry Means a bill of entry referred_ to in Section 46. [Section 2(4)] Bill of

entry is the basic document for assessment of customs d.u.tg. The

importer has to present electronica.ltg bill of entry for clearance of
meorted. good.s.

Bill of Export Means a bill of export referred. to in Section 50. [Section 2(5)]

Board Means the Central Board of Indirect Taxes and Customs constituted
under the Central Boards of Revenue Act, 1963. [Section 2(6)]

Coastal goods Means goods, other than imported goods, transported in a vessel from
one port in India to another. [Section. 2(7)] (Nov. 2003)

Commuissioner Means a person appointed to be a Commissioner of Customs

(Appeals) (Appeals) under section 4(1) of the Act. [Section 2(7A)]
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Common portal

Means the Common Customs Electronic Portal referred to in section
154C; [Section 2(7B)]

Commuon Customs Electronic Portal [154C] : The Board may notify a
common portal, to be called the Common Customs Electronic Portal,
for -

v fa.c'Ll.'Ltat'mg registration,

v fi.l'mg of bills of entry, sh'Lpp'LrLg bills, other documents and forms
prescribed under this Act or under any other law for the time
being in force or the rules or requlations made thereunder,

v payment of duty, and

v for such other purposes, as the Board may, by notification, specify.
Vide noti.f'Lcat'Lon no. 33/2021-Cus (NT) dated 29-03-2021
https//wwwicegategovin has been notified as the Common
Customs Electronic Portal.

Pr'Ln.c'Lpal. Except for the purposes of Ch.a.pter XV of the Customs Act 1962,

Commissioner or || includes an Additional Commissioner of Customs. [Section. 2(8)]

Commissioner of Chapter XV of the Customs Act, 1962, contains the provisions of

Customs Appeals and Revision. For the purpose of said ch.apter, Additional
Commuissioner is treated as an authority lower in rank to Principal
Commuissioner or Commuissioner.

Conveyance Includes a vessel, an aircraft and a vehicle. [Section 2(9)] (May 2007,

Nov. 2014)

Customs ai.rport

Means,—
v any airport a.ppo'mted under section 7(a) to be a customs airport,

v and includes a place appointed u/s7(aa) to be an air freight
station.[Sec2(10)]

Customs area

Means,—

the area of a customs station or a warehouse;

and includes any area in which imported goods or export goods are
ord,'Lnar'ng kept before clearance bg Customs Authorities. [Section 2(11)]
(5 Marks: June 2009 & Nov. 2003)

Customs port

Means,—~
v any port appointed. u/s 7(a) to be a customs port,
v and includes a pl.a.ce appo'mted u/s 7(aa) to be an inland
container d.epot. [Section 2(12)] (Nov. 2006)

Customs station

Means any customs port, customs a.'Lrport, international courier
terminal, foreign post office or land customs station. [Section 2(13)]
(Mag 2000)
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Dutiable goods Means,—
v any goods which are chargeable to dutg, and
v on which duty has not been paid. [Section. 2(14)] (Nov. 2000,
May 2007)
The Supreme Court in Associated Cement Companies Ltd. v. CC
[2001] 128 ELT 21 (SC) has held that the expression “ch.argeabl.e to
dutg on which dutg has not been pa'Ld” indicates that,—
v If goods are chargeable with Nil rate of dutg, then theg are not
dutiable goods since no duty can be paid at nil rate.
v If goods are chargeable with duty and duty has been paid, then
after such payment, the goods cease to be dutiable goods.
Th.erefore, the goods on which no custom dutg is pagable either due

to exemption notification or no du.tg is spec'Lfi.ed in tari.ff, will not be

regarded. as dutiable goods.
Duty Means a dutg of customs leviable under this Act. [Section 2(15)]

Entry In relation to goods means an entry made in,~

v a bill of entry,

v shipping bill or bill of export
and includes the entry made under the requlations made u/s 84.
[Section 2(16)] (May: 1998, 2001, 2005)

Examination In relation to any goods, includes measurement and weighmen.t
th.ereof. [Section 2(17)]
Export With its grammaticat variations and cognate expressions, means

taki,ng out of India to a place outside India. [Section 2(18)]

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

Thus, the goods intended for export, when brou.ght to the port and
sh.'Lpp'LrLg bills for export of the same le.ed, become export goods. But,
where the goods had already been exported pursuant to the order
made under section 51 of the Customs Act, 1962, such goods cannot
be deem.ed to be 'export goods' within the meaning of this sub-section.
Export goods v. Exported goods : There is a distinction between export
goods and exported goods. The former is one, which is to be taken out
of India (and not taken out of India) while the latter is one, which
has already crossed the territorial waters of India.

Exporter In relation to any goods at any time between their entry for export
and the time when th.eg are exported, includes any owner, beneficiat

owner or any person holding himself out to be the exporter. [Section
2(20)]
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Foreign post office Means any post office a.ppoi.nted. under section 7(1)(e) to be a foreign
post office. [Section 2(20A)]

Foreign-going vessel || Means,—
or o.'chraft v any vessel or a.'chra.ft for the time be'mg engaged in the carriage of

goods or passengers between any port or airport in India and any

port or airport outside India, whether tou.ch.'LrLg any intermediate

port or airport in India or not, and

v includes -

a) Any naval vessel of a fore'LgrL Government ta.k'mg part in any
naval exercises;

b) Any vessel engaged. in f'Lsthg or any other operations outside
the territorial waters of India;

c) Any vessel or a.'chraft proceed.'mg toa pLa.ce outside India for
any purpose whatsoever. [Section 2(21)] (Nov. 1998, Nov. 2004,

May 2006)
Fund Means the Consumer Welfa.re Fund established u/s 12C of the
Central Excise Act, 1944. [Section 2(21A)]
goods Includes—

v Vessels, a.'chrafts and vehicles;
v Stores;

v Baggage;

v Currency and negotiabl.e instruments; and

v Any other kind of movable property. [Section. 2(22)] (Nov: 1999,
2000, 2004, 2006)

Import With its grammat'tcal variations and cognate expressions, means
br'mg'mg into India from a place outside India. [Section 2(23)] (Nov.
2007)

Arrival man'Lfest or || Means the manifest or report required to be delivered u/s 30; [Section
Import manifest or || 2(24)]
Import report The person. in charge of conveyance has to present arrival manifest or

meort man'Lfest or 'meort report in prescribed. from.

Imported. goods Means-
v any goods brought into India from a place outside India;
v but does not include goods, which have been cleared for home

consumption. [Section 2(25)] (Nov. 2000, Nov. 2003, May 2010)
The warehoused good.s under section 59 are 'meorted. good.s until they

are cleared for home consumption from warehouse.
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Importer In relation to any goods at any time between thelr importation and

the time when they are cleared for home consumption includes any
owner, beneficial owner or any person holding himself out to be the
importer. [Section 2(26)] (Nov. 1998, May 2006, Nov. 2007)

Owner is a person who is holding the documents of title to the goods.
This will include a high sea buyer.

However, importer also includes any person holdi.ng himself to be the
importer for purpose of clearance of goods.

This is the person who files the import documents.

However, between the two, the owner takes precedence over person
holding himself out to be the importer [LOI v. Sampath Raj Dugar
[1991] 56 ELT 739 (Bom)]. The goods being abandoned by original
importer, ownership thereof continues to vest in foreign su_pplier. The
said goods if transferred by endorsement of Bill of Lading to another
person, that another person. holding document of title (Bill of Lad_i.ng)
to be regarded as 'importer u/s 2(26) of the Customs Act, 1962. [Agr'Lm
Sampada Ltd v. UOI [2004] 168 ELT 15 (Del)]

India Includes the territorial waters of India. [Section 2(27)] (May 2007,
Nov. 2014)
Territorial Water extends to 12 nautical miles from the baseline. It

also includes any bay, qulf, harbour, creek or tidal river. The outer
boun.d.arg of territorial waters is international bou.nd.arg of India
begond which the h.'Lgh sea lies.

Baseline is the Lower water mark along the coast.

Indian customs || Means the waters extending into the sea up to the limit of Exclusive
waters Economic Zone under section 7 of the Territorial Waters, Continental
Shelf, Exclusive Economic Zone and other Maritime Zones Act, 1976
and includes any bag, gu.lf, harbour, creek. or tidal river; [Section 2(28)]
(Dec. 2001, June 2004)

Continental shelf of India : Continental shelf is the part of the sea
floor adjoining a land mass where the depth gradually increases
before it plunges into the ocean deeps. The maximum depth of sea
water in the continental shelf is 200 meters.

Continental shelf of India extends beyond the limit of its territorial
waters throughout the natural prolongation of its land territory to
the outer edge of the continental margin or to a distance of 200
nautical miles from the baseline.

International courier || Means any place appointed. under section 7(1)(f) to be an
terminal international courier terminal. [Section 2(28A)]
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Land customs [ Means any place a.ppoi.nted. u/s 7(b) to be a land customs station.

station [Section 2(29)]

Market price In relation to any goods, means the wholesale price of the goods in
the ordi.narg course of trade in India. [Section 2(30)]

Notification Means notification published in the Official Gazette and the

expression "rLot'Lfg" with its cognate meaning and grammat'tcal
variation shall be construed accordingl.g. [Section 2(30AA)]

Passenger name || Means the records prepared by an operator of any aircraft or vessel or
record information | vehicle or his authorised agent for each journey booked by or on
behalf of any passenger. [Section 2(30B)

Person—i.n—cha.rge v in relation to a vessel means the master of the vessel;

v in relation to an aircraft means the commander or pilot-in-charge
of the a'chra.ft;

v in relation to a rai.Lwag train means the conductor, gu.ard or other
person having chief direction of the train;

v in relation to any other conveyance means the driver or other
person-i.n-cha.rge of the conveyance. [Section. 2(31)] (Nov. 1996,
2000, 2004, 2009, May 1999, 2006)

Prescribed Means prescribed by requlations made under this Act. [Section 2(32)]

Prohibited goods Means-
v any goods the import or export of which is subject to any
prthb'Lt'LorL under this Act or any other law for the time be'LrLg in

orce;

v ];ut does not include any such goods in respect of which the
conditions subject to which the goods are permitted to be imported
or exported. have been complied. with. [Section 2(33)] (Ma.g 1998,
May 2001, May 2005, Nov. 2002, May 201)

Proper offi.cer In relation to any fu.nct'LorLs to be performed. under this Act, means
the officer of customs who is assigned those functions bg the Board or

the Principal Commissioner or Commuissioner of Customs. [Section

2(34)]

Regulations Means the regulations made by the Board under any provision of
this Act. [Section 2(35)]

Rules Means the rules made by the Central Govt. under any provision of
this Act. [Section 2(36)]

Shipping bill Means a shipping bill referred to in section 50. Shipping bill is the

basic document for assessment of export d.u.tg. The exporter has to
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present shi.ppi.ng bill for clearance of export goods th.rou.gh. vessel or
aircraft. [Section 2(37)]

Stores Means—

N goods for usein a vessel or aircraft, and

¢ includes fu.el and spare parts and other articles of equipment,
whether or not for immediate fitting. [Section 2(38)] (May 2001,
Nov. 2006)

Smu.ggl'mg In relation to any goods, means any act or omission which will
render such goods liable to confiscation under section 111 (i.mproper
'meortat'Lon) or Section 113 ('meroper exportat'LorL). [Section 2(39)] (Nov.
1998, Nov. 2005)

Ta.ri.ﬁ value In relation to any goods, means the tar'Lff value fixed in. respect thereof
under section 14(2) of the Act. [Section 2(40)]

Value In relation to any goods, means the value thereof determined in
accordance with the provisions of Section 14(1)/(2) of the Act. [Section
2(41)]

Vehicle Means conveyance of any kind used on land and includes a railway
vehicle. [Section 2(42)]

Warehouse Means-

¢ a publ’tc warehouse licensed under section 57; or

¢+ a private warehouse licensed under section 58; or

¢ a spec'LdL warehouse licensed under section 58A. [Section 2(43)]
(Nov. 201)

Warehoused goods Means goods deposited. in a warehouse. [Section 2(44)] (Nov. 2011)

3. Distinguish between Rules and Regulations. (212 marks, May 97) (Nov. O3, 2 marks)

(Nov. 06, 3 marks)

Ans: The distinction between Rules and Regulation.s is as under -

Points of d'Lﬁerenc Rules Regu.la.ti.on.s

Author'ttg Power to make rules vests with || Power to make regulations vests
Central govemment. with CBIC.

Section Central government has been || CBIC has been empowered to
empowered to make Rules u/s || make Regu.lati.ons u/s 157.
156.

Consistencg Rules must be consistent with the Regulations must be consistent
provisions of the Act. with the provisions of the act as

well as the rules.
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VALUATION IN CASE OF IMPORTED OR EXPORT GOODS

taxes and duties in India.
Ans: 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 l'La.b'Ll'Ltg 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 procedu.re of qu.anti.fgi.ng the amount of li.abi.l.i.tl_.j. The Li.abi.l.i.tl_.j to tax or
duty does not depend upon assessment.
() The f'mal stage is where the tax or dutg is actuallg collected. The collection of tax or d.u.tg
may for administrative or other reasons be postponed to a later time.
The Lliability towards customs duty is broadly based upon the following 3 factors:

i) The goods, the point and the circumstances under which the customs d.u_tg becomes
Lleviable;

i) The proced.ure, the mechanism and the organization for d.eterm.in'mg the amount of
customs dutg and collection thereof;

iil) The exemption to the levg either on grounds of moraL'Ltg or equity or as a result of the

discretionary powers vested in the Government as a tool for planning tax structure and
control of economic growth of the country.
The customs duty is considered to be levied on the goods and not on the person importing
the goods or paying the duty. Equitability requires charging of duty at the same level if
the circumstances of importation are similar. This has given rise to a deemed provision
under section 12 of the Customs Act.

5. What is taxable event under customs?

Ans: The provisions are discussed as under —
() Dutiable goods : The provisions relating to charge of duties of customs are contained in
Section 12 of the Customs Act, 1962 which is also known as Charging Section.
(2) Essential i.ngred.i.en.ts for Ch.a.rge of custom du.tg : The cha.rgi.ng section provides the
followi.ng,—
(a) The levy of duty is on goods.
(b) The goods must be 'meorted. into or exported_ from India.
(c) The rate at which duty of customs is to be levied is spec'Lf'Led in the Customs Tariff Act,
1975 or any other law for the time being in force.
(d) Government goods shall be treated at par with the non-government goods for the purpose
of lewy of customs duty.
(e) Such lewy of duty is subject to the exception as provided in this Act or any other law for
the time being in force.

10
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Therefore, the importation of goods into India or exportation of goods from India is
taxable event in customs.

(3) In case of Importation : The Supreme Court has held in Kiran Spinning Mills v. Collector
[1999] 113 ELT 753 (SC) that taxable event occurs when the customs barrier is crossed and
not on the date when goods had landed in India or had entered the territorial waters of
India.

Further, the Supreme Court in Garden Silk Mills Ltd. v. UOI [1999] 113 ELT 358 (SC) has
held that importation starts when the vessel carrying goods crosses the territorial waters of
India but is completed when such goods becomes part of the mass of the goods within the
country.

Taxable event is reached when the goods reach the customs barrier and the bill of entry for
home consumption is filed.

In case of warehoused goods, the custom barriers would be crossed when they are sought to
be taken out of customs and brought to the mass of goods in the country. — Kiran Spinning
Mills v. Collector of Customs [1999] 113 ELT 753 (SC)

(4) In case of Exportation : Exportation commences when the sh'Lpp'LrLg bill in respect of such
goods s filed but the taxable event is completed when the goods cross the territorial waters
of India.

6. As per Section 15 of the Customs Act, 1962, briefly discuss the date for determining

the rate of duty and tariff valuation of imported goods. (4 Marks: Nov. 2005 & May

2007) (June 2009, 3 Marks) (2 Marks, May 2015)

Ans: The relevant provisions are discussed as under -

Date For Determination Of Rate Of Duty And Tariff Valuation Of Imported Goods [Section

15]:

(1) Accord.'mg to Section 15 of the Customs Act, 1962, the provisions rela.t'mg to date for
determination of rate of duty and tariff valuation of imported goods are as under —

(a) in the case of goods entered for home con.su.mpt'Lon. under section 46,
(i) the date of presen.tat'wn. of Bill of Entry; or
(it) the date of entry inwards of the vessel or the arrival of the aircraft or the vehicle bg
which the goods are i,mported,
whichever is later.
(b) in the case of goods cleared from a warehouse under section 68, the date of presentation
of the Ex-Bond clearance Bill of Entry for home consumption under that section.
(c) in the case of any other goods, the date of payment of d,utg.
(2) Non Appllca.billtg of provisions of Section 15 : The provisions of Section 15 shall not a.pplg
to baggage and goods imported by post.

7. Explain the provisions under Section 16 of the Customs Act for determining the rate

of duty and tarif valuation in case of export
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Ans: The relevant provisions are discussed as under -

() Date for determination of rate of duty and tariff valuation of export goods [Section 16]:
Accord.ing to Section 16 of the Customs Act, 1962, the provisions rel.at'mg to date for
determination of rate of duty and tariff valuation of export goods are as under-

(a) in the case of goods entered for export under section 50, the date on which the proper
officer makes an order permitting clearance and loading of the goods for exportation
under section 51.

(b) in the case of any other good.s, the date of payment of d.utg.

(2) Non Applicabilitg of provisions of Section 16 [Section 16(2)]: The provisions of Section 16
shall not apply to baggage and goods exported by post.

8. Explain, with reference to decided case law, whether clearances from Domestic Tariff

Area (DIA) to Special Economic Zone is chargeable to export duty under the SEZ Act,
2005 or the Customs Act, 1962. (3 Marks, May 2012)

Ans-In the case of Advait Steel Rolling Mills Put. Ltd. v. UOI [2012] 286 ELT 535 (Mad) , it is
held that the clearances of goods from DTA to Special Economic Zone are not chargeable to
export du_tlj either under the SEZ Act, 2005 or under the Customs Act, 1962 on the basis of the
following observations —

v The charging section needs to be construed strictly. If a person is not expressly brought within
the scope of the cha.rgi.n.g section, he cannot be taxed at all.

v 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 SEZ for its authorised operations. Since there is no
charging prov'Ls'LorL in the SEZ Act provi.d.i.n.g for the levl_.j of customs d.u.tg on such good.s,
export duty cannot be levied on the DTA supplier.

v Read_'mg Section 12(1) of the Customs Act, 1962 makes it apparent that customs dutg can
be Levied only on goods imported into or exported beyond the territorial waters of India.
Since both the SEZ unit and the DTA unit are located within the territorial waters of India,
suppltes from DTA to SEZ would not attract Section 12(1).

ASSESSMENT, PROVISIONAL ASSESSMENT AND DUTY LIABILITY OF GOODS
IN SETS

9. State briefly the provisions of Section 17 of the Customs Act, 1962 relating to
assessment of goods. (5 Marks, Nov.1996) (May 2000, 3 Marks) (Nov. 2002, 5 Marks)

(Nov2006, 4 Marks) (Nov. 2008, 2 Marks) (Nov. 2003, 4 Marks) (May 2006, 4
Marks)

Ans: The provisions relating to assessment are discussed as under —

(1) Mean.'tn.g of Assessment: Assessment Ls procedure a.d.opted. for determining the d,utg L'Labil'Ltg

bg correct classif'tcation and valuation of good.s.

12
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(2) Assessment of duty [Section 17]:
(a) Self-assessment bg Importer or Exporter : An -

(] importer entering any i.mported. goods under section 46 (ie. Bill of entry is presented. bg
him for clearance of good.s), or

(i) exporter entering any export good,s under section 50 (ie. Shipp'mg bill or Bill of export is
presented for clearance of export goods), shall sel.f—a.ssess the dutg, 'Lf any, leviable on such
goods. However, stores can be warehoused without assessment as provided in Section 85.

(b) Verification and Examination/T esting of goods bg Proper Officer : The proper officer may
verify the entries made under section 46 or section 50 and the self-assessment of goods
referred. to in Section 17(1) and for this purpose, examine or test any 'meorted. goods or
export goods or such part thereof as may be necessary
However, the selection of cases for verification shall primarily be on the basis of risk
evaluation through appropriate selection criteria.

(c) Calling for information/ documents for verification of self assessment : For the purposes
of veri.f'Lca.t'LorL, the proper off'Lcer may require the importer, exporter or any other person to
produce any document or information, whereby the d.u.tl_.j leviable on the i.mported. good.s
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.

(d) Re-assessment of d,u.tg in case of incorrect self assessment : Where it is found. on
verifi.cation, examination or testing of the goods or otherwise that the self—assessment is
not done correctlg, the proper off'Lcer may, re-assess the du.tg leviable on such good.s.
However, such reassessment, shall be without prejud.i.ce to any other action which may
be taken under this Act.

(e) Reassessment contrary to self—assessment — Proper offi,cer to pass speaki.ng order within 15
days : Where any re-assessment done is contrary to the self-assessment done by the
meorter or exporter and in cases other than those where the i.mporter or exporter, as the
case may be, corLfers his acceptance of the sald re-assessment in writing, the proper
officer shall pass a speaking order on the re-assessment. Such speaking order is passed
within 15 dags from the date of re-assessment of the bill of entry or the shi.ppi.ng bill, as
the case may be.

10. State bri.eflg the provisions rel.a.ti.n.g to provi.si.on.a.l. assessment under Customs Act,
1962 (5 Marks, May 1996) (May 2001, 3 Marks) (CA Final June 2009 (NS) - 2

Marks) (May 2008, 5 Marks)
Ans: Provisional Assessment [Section 18] : The provisions relating to provisional assessment are
discussed as under —
(1) Circumstances in which Provisional assessment can be ordered : As per Section 18(1), the
provi.si.onal. assessment can be directed bg proper officer in the followi.ng circumstances,—
(a) where the Lmporter or exporter is unable to make self-assessment under section 17(1) and
makes a request in writing to the proper off'Lcer for assessment; or

13
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(b) where the proper off'Lcer deems it necessary to subject any 'meorted. goods or export goods
to any chemical or other test; or

(c) where the importer or exporter has produ.ced. all the necessary documents and fu.mished
fu.l.l. information but the proper officer deems it necessary to make fu.rth.er enqudiry; or

(d) where necessary documents have not been prod.uced, or 'Lnformation has not been
furnished and the proper officer deems it necessary to make further enquiry.

(2) Bill of entry to be f'Lled. for prov'Ls'Lonal assessment also : The provisions of section 18 appl.g
without preju.d.'Lce to the provisions of Section 46 and Section 50. Hence, the bill of
entry/Shipping bill is required to be presented in accordance with the provisions of Section
46/Section 50 even for the purposes of provisional assessment as well.

(3) Fu.m'tsh'mg of documents or 'Ln.forma.ti,on and fi,rw.lisa.ti,on. of assessment as prescribed :
Where, pursuant to the prov'Ls'Lona.l. assessment Section 18(1), 'Lf any document or Lnformatton
is required by the proper officer for final assessment, the importer or exporter, as the case may
be, shall submit such document or 'Lnformation within such time, and the proper offi.cer
shall f'LrLal'Lse the provi.si.onal. assessment within such time and in such manner, as may
be prescribed.

(4) Fu.m'tsh'mg of Security : The proper off'Lcer may direct prov'Ls'Lon.al assessment i.f the importer
or the exporter, as the case may be, furnishes such security as the proper officer deems fit for
the payment of the deficiency, if any, between the duty as may be finally assessed or re-
assessed (as the case may be), and the d.u.tg provisionall.g assessed.

(5) Finalisation of assessment : When the duty Leviable on such goods is assessed finally or re-
assessed blj the proper off'Lcer in accordance with the provisions of this Act, then -

(a) If the good_s are cleared for home consumption or exportation, the amount pa.'Ld. shall
be adjusted against the duty finally assessed or re-assessed. In case the amount so paid
falls short or is in excess of duty finally assessed or re-assessed, the importer or the
exporter of the goods shall pay the deficiency or is entitled to a refund.

(b) If the goods are warehoused and the duty finally assessed or re-assessed is in excess of
the prov'Ls'LorLa_l d.utg, the proper off'Lcer may require the importer to execute a bond
binding himself in a sum equal to twice the amount of the excess duty.

(6) Interest on demand : The importer or exporter shall be liable to pay interest, on any amount
pa.gabl.e to Central Government, consequent to the f'mal assessment order or reassessment
order, at the rate spec'Lf'Led_ in Section 28AA of the Customs Act, 1962 ie. @ 15% pa. from the
first day of the month in which the duty is provisionally assessed till the date of payment
thereof.

(7) Interest on dela.ged. refu.n.d. : If any amount refund_abl.e is not refund_ed within 3 months
from the date of assessment of d.utg fi.rw.l.l.g or reassessment of dutg, as the case may be,
there shall be paid an interest on such unrefunded amount at the rate specified in section
27A of the Customs Act, 1962 (ie. @ 6% p.a..) till the date of refund of such amount.

(8) Circumstances under which refund can be granted : The amount of duty refundable and
the interest shall be credited to Consumer Welfare Fund. However, instead of being credited

14
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to Consumer Welfare Fund in the following cases it shall be paid to the importer or the

exporter, if such amount is relatable to—

(a) the d.utg and interest, (i.f any, pa'Ld. on such d.utg) paid bg the importer, or the exporter,
as the case may be, if he had not passed on the incidence of such d.u.tg and interest, to
any other person;

(b) dutg and interest ('Lf any, pa.'Ld. on such dutg) on imports made bg an individual for
his personal use;

(c) the d.u.tg and interest ('Lf any, pa'Ld. on such du.tg) borne bg the buger, if he had not

passed. on the incidence of such du.tg and interest, to any other person;
(d) the export duty as specified in section 26;
(e) drawback of d.u,tg pagable under sections 74 and 75.

1. State briefly the provisions relating to Customs (Finalisation of Provisional

Assessment) Requlations, 2018.
Ans: Customs (Finalisation of Provisional Assessment) Regulations, 2018: The significant

provisions contained in said requlations are discussed as under-
() Time-limit and manner for submission of documents or information by i.mporter/ exporter
for the purpose of finalisation of provisional assessment :

(a) Reasons for Provisional Assessment:

i) the necessary documents have not been prod_uced_ or i.nforma.tion. has not been
furnished
(it) the proper officer requires the importer or the exporter to produ.ce any additional
documents or information
Such information or documents would be made available by the importer/ exporter
within 1 month from the date of such order of provisional assessment or the date of such
requisition by the proper officer.

(b) The proper off'Lcer would i.nform the meorter or the exporter, in writing, the spec'Lfi.c details
of the information to be furnished or the documents to be produced within 15 days from
the date of such order of provisional assessment. If the document/ information is not
made available within 15 dags, this peri.od. may, for reasons recorded in writing, be
further extended by proper officer for 3 months on his own or at the request of the importer
or the exporter.

() The Additional Commissioner/Joint Commissioner of Customs, may fu.rther extend the
time period referred for another 3 months, in case the documents or the information
required to be submitted by the importer or the exporter or requisitioned by the proper
officer have not been. made available within prescribed time limit.

(d) If the aforesa.'td time limits don't suffice, the Commissioner of Customs, may extend the
time period further as deemed fit.

(e) ALl the requisite 'Lnforma.tion/ documents need to be submitted in one instance bg
importer/ exporter and importer/exporter themselves or his authorised representative or
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Customs Broker shall 'Lnform the proper off'Lcer in writing that he has submitted all the
documents or i.nformation to be fu.mished. or requ'Ls'Lti.orLed..

(f) For the purpose of these regul.at'tons, each Bill of Entry or Shipp'mg Bill, as the case may

be, that has been assessed provis'tonal.[g shall be treated as a separate case of prov'Ls'Lorw.l
assessment.
(2) Time-limit for f'malisati.on. of provisiorw.l assessment : The proper off'Lcer will f'LrLal.'Lse the
provisional assessment within 2 months of receipt of —

(a) an intimation from the importer or the exporter or his authorised representative or
Customs Broker; or

(b) a chemical or other test report, where the provisional assessment was ordered for that
reason; or

() an enquiry or investigation or ver'Lf'Lca.ti.on report, where the prov'Ls'LorLa.l. assessment was
ordered for that reason.

However, where the documents or i.nformation requ.'Lred to be fu.rn.ished. bg the importer
or the exporter or requ'Ls'Lt'LorLed bg the proper offi.cer are made available 'Lntermi.ttentlg,
the time period of 2 months shall be reckoned from the date of last intimation.
Further, where the documents or information required to be furnished by the importer or
exporter, as the case may be, or requisitioned by the proper officer are not made available
or made partly available and no further extension of time has been allowed, the proper
officer shall proceed to finalise the provisional assessment within 2 months of the expiry
of the time allowed for submission of the said documents or information.

(d) The Commissioner of Customs concerned may allow, for reasons to be recorded in writing,
a further time period of 3 months in case the proper officer is not able to finalise the
provisional assessment within the period of 2 months.

(e) This regula.tion would not applg to such cases of prov'Ls'Lona.l. assessments, where Board
has issued directions to keep that pending.

(3) Manner of finalisation of provi.si.ona.l assessment :

(@) The provisional assessment will be finalised as per the provisions of section 18 of the
Act.
However, if the amount so pa'Ld at the time of provi.si.on.al. assessment or after
adjustment under section 18(2)(a) of the Act, fa.lls short of the dutg f'mal.lg assessed. or
re-assessed, as the case may be, and the importer or the exporter has not pa'ui the
d.ef’Lc'Lencg, the shortfa.ll will be adjusted from the security, 'Lf any, obtained at the time
of prov'Ls'LorLa.l assessment, under intimation to the importer or the exporter,
However, if the amount so adjusted or pai.d fall.s short of the d,utg fma.ll.g assessed or
re-assessed, as the case may be, the importer or exporter of the goods would pay the
shortfall in terms of the provisions of section 18.

(b) The Bond executed at the time of prov'Ls'Lonal assessment with security, i.f any, will be
cancelled after finalisation of provisional assessment and the security shall also be
returned, 'Lf there are no pending dues.
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() Where the f'ma.l assessment is contrary to the prov'Ls'LorLa.l. assessment, the proper offi.cer
will pass a speaking order following principles of natural justice.

(d) Where the fi.nal. assessment confirms the provisi.ona.l assessment, the proper officer will
finalise the same after ascertaining the acceptance of such finalisation from the
importer or the exporter on record and inform the importer or exporter in writing of the
date of such finalisation.

() Where a Bill of Entry or Shipp'mg Bill is presented el.ectron'tca.llg on the Customs
Automated system. and is ordered to be provi.si.ona[l.y assessed, the proper officer will
finalise the provisional assessment on the system also consequent to the procedure
prescribed in these requlations.

(4) Penaltg : If any importer or exporter or his authorised representative or Customs Broker
contravenes any provision of these requlations or abets such contravention, or fails to comply

with any provision of these regu,l.a.tions, he shall be liable to a pen.altg which may extend
to T 50,000.

12. Explain the provisions of Audit as provided under Section 99A of the Customs Act,

1962

Ans: Audit [Section 99A]: The proper officer may carry out the audit of assessment of imported
goods or export goods or of an auditee under this Act either in his office or in the premises of
the auditee in such manner as may be prescribed.

"Auditee’ means a person who is subject to an audit under this section and includes an importer
or exporter or custodian approved under section 45 or licensee of a warehouse and any other
person concerned d.irectl.l_.j or 'Lnd.'LrectLg in clea.r'mg, forwardi.n.g, stocki.n.g, carrying, sel.l.i.ng or
urchasing of imported goods or export goods or dutiable goods. [Explanation]

For this purpose Customs Audit Regulations, 2018, have been framed. The salient featu.re of
the audit procedure are as follows:

(i) Auditee is to preserve records for conduct of this audit for a period of 5 years.

(it) Risk based assessment will 'Ld,enti.fg persons to be audited.

(iit) Audit will be conducted at the premises of the auditee bg the authorized officers who
will intimate 15 days in advance of their schedule visit.

(iv) Based on the findi.ngs, auditee may accept the liabilities and voluntarilg discharge
the duty, interest and penaltg, as applicabte.

(v The proper off'Lcer shall complete audit in cases where it is conducted at the premises
of the auditee within 30 dags from the date of starting of the audit. However, the
jurisdictional Commissioner of Customs may extend the period of completion of audit
from 30 d,a.gs to 60 dags, bg an order in writing.

(vi) Assistance of experts can be availed for condu.ct'mg this audit such as CA, CWA or
IT professionals with permission of Principal Commissioner/ Commissioner of
Customs.

(vit) Contravention of these RegulatLon.s attracts penaltg which may extend to ¥ 50,000.
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Types of Audit-Transaction Based Audit (TBA) and Premise Based Audit (PBA) — Circular
No. 02/2019-Cus dated 08-01-2019

Under the new scheme,
Transaction based audit
(TBA) and Premises based
audit (PBA)
prescribed

have been

v TBA (audit of transactions) : Under TBA, transactions are
audited. It may be noted that a TBA may subsequently be
converted into a Premises based Audit (PBA).

v PBA (audit at the prem'Lses) : The new provision on Customs
Audit under section 99A of the Customs Act, 1962 has
extended the scope of Premises Based Audit by including
other entities who are concerned with imports or exports. In
PBA, customs would review the import and export over a
given peri.od and check all relevant commercial records,
including financial statements and contracts to verify the
particulars given in a goods declaration. PBA would enable
the department to bridge the communication divide and
usher in a new era of pa.rtn.ership with trade. Further, Board
may also select any criteria or Theme for the audit.

Selection criteria for audit

Directorate general of Analgsis and Risk Man.agement has
been entrusted the respon.s'Lb'LI.i.tl_.j of i.d.entifging the potenti.a.l
focu.s areas and entities for various types of audit.

Executive
Commuissionerate's to
assist Audit
Commissionerate's

The executive Customs Commuissionerates shall also assist
Audit Commuissionerates in the conduct of Theme based audit
and Premises based audit.

The Chief Commissioners shall put in place a suitable
moni.tori.n.g arrangement to review the progress and performan.ce
of audit. Apart from overall supervision, Chief Commuissioner
shall examine on a selective basis, 5% of the Audit reports,
selected randomly based on the quarterly reports submitted by
Audit Commissionerates to ensure that audit has been
conducted as per prescribed procedures.

13. Explain with a brief note with reference to the Customs Act, 1962 how duty ought
to be determined where the imported goods consist of articles liable to different rates of
duty and imported as a "set of articles’, (Nov. 2011, 3 Marks) OR

Explain briefly with reference to the provisions of the Customs Act, 1962: (1 Marks Each,

May 2001)

(i) Determination of du.tg on sets of articles 'meorted..
(it) Assessment of accessories su.ppl'Led with the main equipment that is i.mported.
Ans: The relevant provisions are as under -
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(i) Determination of d.u.tg where good.s consist of articles liable to d.i.fferen.t rates of du.tg :
Except as otherwise provided in any law for the time be'LrLg in force, where goods consist of
a set of articles, du.tg shall be calculated as fol.lows,—

(a) articles liable to d.utg with reference to quantity shall be chargeab[e to that d.u.tl_.j;

(b) articles liable to d.utg with reference to value shall be ch.a.rgeabLe to d.u.tg as under—

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

v if the articles in the set are liable to duty at different rates then duty shall be chargeable
at the highest of those rates.

(c) articles not Liable to duty, then they shall also be chargeable to duty at the highest of the
rates spec'Lf'Led, in (b) above.
Duty where evidence of separate value of articles is available : If the importer produces
evidence to the satisfaction of the proper officer or the evidence is available regarding the
value of any of the articles liable to differen.t rates of dutg, such article shall be ch.argeabl.e

to duty separately at the rate applicable to it.

(it) Rate of Duty applica.ble to accessories, etc. su.ppl.'Led. with i.mported. article [Accessories
(Condition) Rules, 1963] : If any accessories of, spare parts and maintenance 'mel.ements
for, any article are imported along with that article, then such accessories/spare parts and
maintenance implements shall be chargeable at the same rate of duty as that article, if
the proper officer is sat'Lsf'Led. that in the ord'marg course of trade—

(a) such accessories, parts and implements are compu.lsori.l.g su.ppl.'Led. with that article;
and

(b) no separate charge is made for such su,pplg, their price be'mg included in the price of
that article.

REMISSION/ABATEMENT OF DUTY - PILFERED GOODS, DAMAGED OR
DETERIORATED GOODS, LOST OR DESTROYED GOODS

14. Explain briefly, legal provisions relating to pilfered goods under the Customs Act,
1962. (Nov. 2001, 3 Marks) (Nov. 1996, 3 Marks) (Nov. 2004, 2 Marks) (May 2007,

3 Marks) (June 2009-NS, 2 Marks)
Ans: The lega.[ provisions relati.ng to pi.Lfered, goods under the Customs Act, 1962 are discussed

as under -
() Duty on pilfered goods [Section 13]: If -
+ any 'meorted goods are p'Llfered;
+ after the u.n[oadi.ng thereof;
+ but before the proper officer has made an order for clearance for home consumption
or deposit in a warehouse;
+ the importer shall not be liable to pay the d.utg leviable on such good.s;
+ except where such goods are restored to the importer after pilferage.

CA VARDHAMAN DAGA
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Meaning of Pilfer : The term Pilfer' is defined to mean, loss of goods in small quantities by
reasons of th.eft etc. Th.erefore, the term does not include loss of total package. In order to

claim pilferage the following circumstances should exist:

(a) there should be evidence of tampering with the packages;

(b) there should be blank space for the missing articles in the package; and
(c) the missing articles should be unit articles and not part articles.

(2) L'Lab'Ll'Ltg of d.u.tg in case of pilfered goods [Section 45(3)] : It is important to note that the
Port Trust authority is the custodian of imported goods. Section 13 disables the Government
from coLl.ect'LrLg the d.utg on p'Ll.fered. goods from the importer. On the other hand, Section 45
of the Customs Act provides that if any imported goods are pilfered after unloading thereof
in a customs area, while in the custody of a person approved by the Principal Commissioner
or Commissioner u/s 45(1), then such custodian of cargo shall be liable to pay d.utg on such
goods at the rate prevailing on the date of delivery of an arrival manifest or import manifest
or an import report to the proper officer under section 30 for the arrival of the conveyance
in which the said goods were carried. Thus, Section 45 enables the Government to demand
the duty from the custodian of carqgo.

15. State briefly the provisions relating to abatement of duty on damaged or deteriorated

goods under Customs Act1962(May 2002)
Ans - Abatement Of Duty On Damaged Or Deteriorated Goods [Section 22]: Where it is shown
to the satisfaction of the Assistant
() Circumstances when abatement is allowed : Where it is shown to the satisfaction of the
Assistant Commissioner of Customs or Deputl_.j Commuissioner of Customs,—
(a) that any 'meorted_ goods had been d.amaged. or had deteriorated at any time before or
d.ur'mg the u.nload.i.n.g of the good_s in India; or
(b) that any 'meorted. goods, other than warehoused goods, had been d.amaged. at any
time after the u.n.l.oad.i.ng thereof in India but before their examination under section 17,
on account of any accident not due to any wi.lful act, n.egligen.ce or d.efau.lt of the
importer, his emplogee or agent; or
(c) that any warehoused goods had been damaged at any time before clearance for home
consumption on account of any accident not due to any w'Llful. act, negli.gence or d.efault
of the owner, his emplogee or agent.
(2) Duty liability in case of abatement : The goods shall be chargeable to duty determined in
the following manner—
Duty chargeable on the goods
Duty leviable on such before the damage or deterioration x Value of the damaged
damaged or deteriorated  Value of the goods before damage or deteriorated goods

or deterioration
Abatement of dutg on = Duty leviable on the goods - Duty leviable on the goods
d.amaged. or deteriorated goods before dam.age - after d.amage
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(3) Valuation of d.a.ma.ged./ deterlorated goods : The value of damaged. or deterlorated goods
may be ascertained bl_.] either of the fol.l.ow'mg methods (at the option of the owner),—-
(a) The value of such goods may be ascertained bg the proper officer; or
(b) Such goods may be sold bg proper off'Lcer bg pubL'Lc auction or bg tender or with consent
of owner in any other manner and the gross sale proceeds shall be deemed to be the
value of such goods.

16. Write a brief note on Remission of Duty on Lost, Destroyed and Abandoned Goods
with reference to the Customs Act, 1962. (May 1996, 5 Marks) (May 2000, 3 Marks)

(May 2007, 3 Marks)

Ans: Remission of Duty on Lost, Destroged and Abandoned goods [Section. 23): Section 23 of

the Customs 1962, specifically permits remission of duty in the following cases- Act

(1) Loss or destruction of goods [Section 23(1)] : In case where it is shown to the sa.t'Lsfact'LorL of
Assistant or Deputy Commissioner of Customs —

v that any 'meorted. good.s have been lost (otherwise than as a result of p'Ll.ferage) or destroged,

v at any time before clearance for home consumption, then he shall remit the duty on such
goods.

(2) Abandonment or Reli,nqu.i.sh.men.t of good.s bg importer [Section 23(2)] : The owner of the
'meorted. good_s may at any time before,—

v an order for clearance of goods for home consumption under section 47; or

v an order permitting the deposit of the goods in a warehouse under section 60 has been
made, rel'Lquu'Lsh his title to the good.s and thereu.pon he shall not be liable to pay the d.u.tg
thereon.
No rel.i,nqu.i,shment, 'Lf Oﬁen.ce Committed : The owner of any such 'meorted. goods, shall
not be allowed to relinquish his title to such goods regarding which an offence appears to
have been committed under the Customs Act, 1962 or any other law for the time be'mg in
force.

CCEx. v. Bakelite Hylam Ltd. || No customs duty is payable on unsuitable goods rejected as
[2016] 335 ELT 673 (SQ) waste anluding those d.amaged. in transit and not put to
further use.

DERELICT, FLOATSAM ETC, DENATURED OR MUTILATED GOODS, RE-
IMPORTED GOODS

17. Write short notes on the following;

() Levy of customs duty on goods derelict, wreck, jetsam etc. (Nov. 2003, 2 Marks)

(it) Power to make rules for denaturing or mutilation of gqoods. (May 2004, 2 Marks)
Ans: The aforesai.d. points have been discussed below —
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(v goods derelict, wreck, etc. [Section 21] : ALl goods derelict, jetsam, fLotsam and wreck brought
or coming into India, shall be dealt with as if th.eg were i.mported. into India, unless it is
shown to the satisfaction of the proper officer that they are entitled to be admitted duty-
free under this Act.

Mea.n'mg of the various terms —

Derelict || This refers to any carqgo, vessel, etc. abandoned in the sea with no hope of recovery.

Jetsam. || This refers to goods jettisoned from the vessel to save her from sinking.

Flotsam || Jettisored goods which continue floating in the sea are called flotsam.

Wreck || This refers to cargo or vessel or any property which are cast ashore bl_.j tides after Sh.i.P
wreck..

(it) Power to make rules for d,en.a.tu.ring or mutilation of goods [Section. 24] : Section 24 of
Customs Act, 1962, provides that an importer can request Central Government to denature
or mutilate the 'meorted goods, which are ord.i.n.aril.g used for more than one purpose, so
as to render them unfit for one or more of such purpose. If the goods are denatured or
muttilated, th.el_.j are assessed. as if the goods were imported in denatured or mutilated form.
The Central Government has framed Denaturing of Spirit Rules, 1972 in this regard.

18. Write short notes on Re-importation of goods. (Nov. 2004, 2 Marks) OR
Goods manufactured or produced in India, which were earlier exported and thereafter

imported into India will be treated at par with other goods imported into India' Is the

proposition correct or any concession is provided on such import? Discuss briefly. (Nov.
20089, 5 Marks)

Ans- Re-Importation of Goods [Section 20]: In case if any goods have been imported into India
a.fter exportation therefrom, such goods shall be liable to d_u.tg and subject to such restrictions
and conditions, 'Lf any, to which the good.s of like kind and value are liable or subject on the
importation thereof.

Re-imports are entitled for following concessions as have been notified by the Government
[Notification No.158/95 as amended by 60/2018 and Notification No. 45/2017-Cus] :

Case of re-import Time-limit ||BCD, IGST & GST Cess is exempt
for re- || and following sum is payable
import

1. C_,oods ma.nufa.ctured in India and Duty is Fu,ll.g Exempt, 'Lf
exported and re-imported in India for - v Such goods are re-exported

(i) | Repairs or re-conditioning other || Within 3 Withi'fl 6 months from date

than the specified goods years (10 of re-import (extension upto
years in 6 months allowed by
case of
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(DEEC/Advance
Authorisation/
Export Promotion

goods Scheme (EPCC_',)

DFIA) or
Capital

(c):in 1 year
from export
(1 Year

extension)]

Nepal and Commissioner or Principal
Bhutan) Commuissioner); and
(it)+ || Reprocessing/refining/re-making Within 1 v Assistant Commissioner is
or other similar process [If any loss Year satisfied about identity of
of imported goods is noticed such. goods.
during such operation, such loss v The importer at the time of
shall be exempted from whole of Lmportation executes a bond.
the custom duties subject to the
satisfaction  of AC/DC  of
Customs. The exemption s
available even if quantity re-
imported is short or low in
quantity as long as nature and
variety of goods is same]
2 Goods re-imported without being || Within 3
subjected to re-manufacturing or || years from
reprocessing  through — melting, date of
recgcl.'mg or recasting abroad— export (2
year
extension)
(A) ||If exported under following
benefit-
(@) under claim for refund of Amount of drawback/refund of
integrated tax paid on export IGST
good.s;
(b) Under bond without payment Amount of IGST not paid
of IGST
() Under duty exemption scheme [Onlg for || Amount of IgST and gST

compensat'Lon cess leviable at
time and place of 'meort

(d) under claim for RoDTEP

(e) under claim for RoSCTL

(B)

Re-import of any other Goods [not
falling under 2(a) to 2(e)] exported
for repairs abroad and there has
been. no change in ownership of

Value (for levy of duty) = Fair
cost of repairs + Cost of materials

(such

includible even if not actu.al.lg

used in repairs cost

CA VARDHAMAN DAGA
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the goods between the time of
export of such goods and re-import
thereof.

incurred) + Insurance and
freight charges both ways There
must be no cha.n.ge in ownership.

(@)

Re-import of any other exported.

Nil

goods

However, these concessions would not be applicable if -

v re—meorted. goods had been exported. bg 100% Export Oriented Un.dertaking (EOU)
or a unit in Free Trade Zone (FTZ).

v re-imported goods had been exported from a public/private warehouse.

v re-imported goods which fall under Fourth schedule to the Central Excise Act, 1944
(tobacco products and petroleum prod.ucts)

Re-import of goods which had been earlier exported either for participation in exhibition or on
consignment basis — such re-imports not liable to IGST since the activity does not amount to
supply at the time of taking/ sending goods out of India — Circular No. 21/2019-Cus. dated
24-07-2019

Issue under consideration : Applicability of Notification No. 45/2017-Cus on the re-import of

goods which had been earlier exported either for participation in exhibition or on consignment

basis - re-imports.

Departmental clarification :

(1) Activity does not amount to supplg at the time of taki,ng /sendi,ng goods out of India for

export promotion basis : Circular No. 108/27/2019-GST dated 18-07-2019 has clarified
that the activity of sending/taking the speci.f'ted. good_s (Le. good.s sent/taken out of India
for exhibition or on consignment basis for export promotion except the activities satisfying
the tests laid down in Schedule I of the C(_.]ST Act, 2017) out of India do not constitute
supply within the scope of Section 7 of the CGST Act as there is no consideration at that
point in time.
Since such activity is not a supply, the same cannot be considered as Zero rated supply
as per the provisions contained in Section 16 of the IGST Act, 2017. Also that there is no
requirement of f'Ll'mg any LUT/bond as requ.'Lred_ u/s 16 of IgST Act, 2017 for such activity
of taking specified goods out of India.

(2) Condition for payment of i.n.tegra.ted. tax at the time of re-import is not appltcable as the
activity of sending/taking goods out of India is not regarded as supply at the time of
initial export : Situation mentioned at Sl. No. 1(d) of the Notification no. 45/2017-Cus
dated 30-06-2017 [poi.nt no. 2(b) of the above table require payment at the time of re-
import of 'Lntegrated tax not pa'ui 'Lnitiallg at the time of export, for a.va.'Ll'Lng exemption
under the said notification.

As in the case of re-import of specified goods, no integrated tax was required to be paid
for spec'Lf'Led. good.s at the time of ta.k'mg these out of India, the activity be'mg not a su.ppl.g,

hence the said condition requiring payment of 'mtegrated. tax at the time of re-Lmport of
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specified goods in such cases is not applicable. Such cases will fall more appropriately
under residuary entry of the said Notification even though those specified goods were
exported under LUT, in view of the fact that the activity of sending/taking specified goods
out of India is neither a supply nor a zero rated supply.

3) good.s sent to related or distinct persons or to prln.clpa.l or agent - returned after exhibition
— not liable to integrated tax at the time of re-imports if such re-imports take place within
6 months from del'werg challan : It is also clar'Lf'Led. that, even in cases where exports have
been made to related or distinct persons or to pr'Ln.c'Lpals or agents, as the case may be, for
participation in exhibition or on consignment basis, but, such goods exported are returned
after participation in exhibition or the goods are returned by such consignees without
approval or acceptance, as the case may be, the basic requirement of 'supply’ as defined
cannot be said to be met as there has been no acceptance of the goods by the consign.ees.
Hen.ce, re import of such goods after return from such exhibition or from such consignees
will be covered l‘)l_.j resi.d.u.a.rl_.j entry, provld.ed re-Lmport happens before 6 months from the
date of delivery challan.

POWER OF CENTRAL GOVERNMENT TO GRANT EXEMPTION FROM DUT

19. Explain the power of the Central Government to grant exemption from duties of
customs. (7 Marks, May 1996)

What are the provisions relating to effective date of notifications issued under Section
25 of Customs Act, 1962? (3 Marks, Nov. 2010) OR

Referring to Section 25 of the Customs Act, 1962 discuss the following -
(i) General exemption (2 Marks, June 2009)
(it) Special Exemption/Adhoc Exemption (2 Marks, June 2009)/ (2 Marks, Ma

Ans: Power to grant exemption from Duty: The power to exempt goods from duties of customs is

covered under Section 25 of the Customs Act, 1962. The provisions are as follows -

(1) gen.era.l exemption [Section 25(1)] : The Central Government in pu.bllc interest may, bg
n.otlflca.tlon in Offlcla.l gazette, exempt the goods from duties of customs. The exemptlon.
may be from the whole of the duties or from part of duties of customs. The exemption may
be with conditions (to be fulfilled before or after clearance) or unconditional (Absolute
exemptlon).

(2) Speclal exemption or Ad hoc Exemption [Section 25(2)] : If Central Government is sa.tlsfi.ed.
that it is necessary in the publi.c interest so to do, it may, bg specla.l order in each case,
exempt from the payment of duty, under circumstances of an exceptional nature to be stated
in such order, any goods on which duty is leviable.
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(3) Power to clarifg scope of exemption - Within a per'Lod of1 year from date of issue of exemption
notification [Section 25(2A)] : For the purpose of clarifglng the scope and a.ppl.i.ca.bi.l.i.tl_.j of an

exemption notification (ie. general. or spec'Lal. exemption) the Central Government may insert

an explanation in the exemption notification within a period of 1 year from its issue. Such

an explanation shall have the effect as if it had always been part of the first notification.

4) Exemption may be in diﬁerent form or method [Section 25(3)] : The exemption whether
general or special can be provided by levy of duty in a form or method different from form
or method in which the statutory d.u.ttJ (Le. the d.u.tg levied before exemption) is leviable. The
duty after exemption cannot exceed the statutory duty.

"Form or method”, in relation to rate of duty means the basts, n.am.ell_.j, valuation, wei.ght,

number, length, area, volume or other measure with reference to which the duty is leviable.

(5) Effect'we date of exemption noti.fi,cati.on [Section 25(4)] : Every not'Lf'Lcat'Lon. issued w/s 25(1) or
25(2A) shall, unless otherwise prov'Ld.ed., come into force on the date of its issue bg the Central
Government for publication in the Official Gazette.

(6) Validity of conditional exemption notification — 2 years from the end of FY. [Section
25(4A)): Where any exemption is granted. subject to any condition under section 25(1), such
exemption shall, unless otherwise specified or varied or rescinded, be valid up to 3ist day of
march falling immediately after two years from the date of such grant or variation.
However limited period of validity shall not apply to any such exemption granted to, or in
relation to—

(@) any multilateral or bilateral trade agreement;

(b) obli.gations under international agreements, treaties, conventions or such other
obl’tgations i.n.clu.d.ing with respect to United Nations agencies, deloma.ts and
international orga.n.isa.tions;

(c) pr'wileges of constitutional authorities;

(d) schemes under the Foreign Trade Policy;

(e) day of March falling immediately

(d) the Central govern.ment schemes having validity of more than two years;

(e) re-Lm.ports, temporary imports, goods 'meorted. as gifts or personal baggage;

(f) any dutg of customs under any law for the time be'mg in force, i.nclu.di,ng 'Lntegra.ted
tax Lleviable under section 3(7) of the Customs Tariff Act, 1975, other than du.tg of customs
leviable under section 12[Insserted by finance Act2023 wef. 01-04-2023]

(7) No collection of customs duty if it does not exceed 2 100 : No customs duty shall be collected

'Lf the amount of du.tg Lleviable is equ.a.l to, or less than, 2 100/-.

20. Explain the provisions relating to inward processing of goods as provided u/s 25A

of the Customs Act, 1962 and provisions of outward processing of goods as provided in
Section 25B of the Customs Act, 1962,

Ans: The prov'Ls'LorLs relating to Inward processi.n.g/ Outward process'mg of goods are as under-

Inward processing of goods [Section 25A] || Outward processing of goods [Section 25B]
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1. Where the Central Government is sati.sf'Led that it is necessary in the publ.'Lc interest so
to do, it may, bg notification, exempt such of the good.s which are—

Imported for the purposes of repair, || processing or manufacture,

fu.rther processing or manufacture, Re—i.mported after be'mg exported. for the
purposes of repadr, furth.er processing or
man.ufacture,

as may be spec'Lfi.ed. therein, from the whole or any part of du.tg of customs leviable
thereon.

2. Conditions for exemption : The fol.l.ow'mg conditions must be sat'Lsf'Led. for the purpose
of cla'Lm'LrLg exemption, namelg:—

(a) the goods shall be re-exported after [((a) the goods shall be re-imported into
such repair, further processing or India after such repair, further
manufacture, as the case may be, processing or manufacture, as the case
within a period of one year from the may be, within a period of one year from
date on which the order for the date on which the order permitting
clearance of the i.mported. good.s is clearance for export is made;
made; (b) the exported goods are identifiable in the

(b) the 'meorted. good_s are 'Ldent'Lf'La.bLe re—imported. goods; and
in the export good_s; and () such other conditions as may be

() such other conditions as may be specified. in that notification.
specified in that notification.

It must be noted that the provisions of Section 25B has been given an overriding effect
over prov'Ls'Lons of Section 20.

CUSTOMS (IMPORT OF GOODS AT CONCESSIONAL RATE OF DUTY OR
FOR SPECIFIED END USE) RULES, 2022

21. Write a note on Customs (Import of Goods at Concessional Rate of Duty or for

ified End Use) Rules2022.
Ans: The Customs (Import of goods at Concessional Rate of Duty or for Speci.f'Led. End Use)
Rules, 2022 (Amended by Notification No. 74/2022-Cus (NT) dated 09-10-2022) are as
under-
(1) Appli.ca.tion. [Rule 2] : These rules shall appl.g where

(a) a notification provi.d.es for the observance of these rules;

(b) an importer intends to avail the benef'Lt of any notification and such benef'Lt is dependent
upon the use of the goods imported being covered by that notification for the
manufacture of any commodity or provision of output service or being put to a specified
end use.
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(2) Def'LrL'Lt'Lon [Rule 3] : In these rules, unless the context otherwise requires,
(a) "Act” means the Customs Act, 1962 ;
(b) “ca.p'Lta.l. goods” means goods, the value of which is capita.llzed in the books of account
of the importer;
(c) “customs automated system” means the Indian Customs Electronic Data Intercha.nge

System,;

(d) “d'ijate of import” means the date of the order made bg the proper off'Lcer u/s 47, permitting
clearance of the good.s;

(e) "Form" means a form annexed to these rules;

(f) “information” means the information provided by the importer who intends to avail the
benef'Lt of a noti.f'Lca.ti.orL;

(g) "job work" means any treatment, process or ma.n.ufacture, consistent with the not'Lf'Lcati.on
undertaken by a person on goods belonging to the importer except gold, jewellery and
articles thereof, and other precious metals or stones and the term “job worker" shall be
construed accordinglg;

(h) “jurisdictional Custom Officer" means an officer of Customs of a rank equivalent to the
rank. of Superintendent or Appraiser exercising jurisdiction over —

v the premises where either the goods imported shall be put to use for manufacture or
for rend.er'mg output services;

v the primary address specified in the Importer Exporter Code issued by Directorate
general of Foreign Trade in other cases;

(1) "manufacture” means the processing of raw materials or inputs by the importer in any
manner that results in emergence of a new product having a distinct nature or character
or use or name; and the term ‘manufacturer” shall be construed accordinglg;

() “not'Lf'Lcati.on" includes any notification issued under section 25(1) and section 1 of the
Act;

(k) “output service" means supply of service excluding after-sales service, utilising imported
goods.

() “section” means a section of the Act.

(m) “specified end use" means dea.l'mg with the good,s imported, in a manner spec'Lf'Led, in the
notification and includes supply to the intended person and the term "end use recipient”
shall be construed accordingly.

(3) Importer to give one-time prior information [Rule 4] :

v One-time prior intimation of intent to avail IGCR Benefit : The importer shall provide
onetime prior information on the common porta.l, in. Form IGCR-1 containing the follow'mg
pa.rt'Lculars, n.amel.g:

(i) the name and address of the importer and his job worker, if any;
(it) the good.s prod.u.ced. or process undertaken at the manu.factu.r'mg fac'Ll'Ltg of the
importer or his job worker, i.f any, or both;
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(iit) the nature and descr'Lpt'Lon of goods 'meorted. used in the manufacture of goods at
the premises of the importer or the job worker, if any;

(iv) pa.rt'Lcul.ars of the notification applicable on such import;

(v} nature of output service rendered uti.l'Ls'LrLg the goods i,mported.;

(i) pa.rt'Lcu.la.rs of premises intended to be used in case of unit transfer;

(vit) details of the end use recipient in cases where goods 'meorted. are supplled for speci.f'Led.

end use; and

(viit) the intended ports of import.

v Generation of IIN : On acceptance of the information, an Import of C_.]ood.s at Concessional
Rate of Duty (IC_.]CR) Identification Number (IIN) shall be generated against such
information.

However, such information may be updated on the common portal in case of a change in

the details furnished in Form IGCR-1.

v Submission of continuity bond : The importer who intends to avail the benefit of a
notification shall submit a continuity bond with such surety or security as deemed
appropriate by the DC or AC of Customs having jurisdiction over the premises where the
goods imported shall be put to use for manufacture of goods or for rendering output service
or being put to use for a specified end use, with an undertaking to pay—

e in case of a notification that provides a duty exemption, the amount equal to the
difference between the duty leviable on inputs but for the exemption and that already
paid, i.f any, at the time of import, aLorLg with interest, @ 15% pa., for the period starting
from. the date of import of the goods on which the exemption was availed and ending
with the date of actual payment of the entire amount of the difference of duty that he
is liable to pay;
in all cases where the notification is other than one that provides an exemption benefit,
the amount equal to the assessable value of the goods being imported.

Procedure to be followed [Rule 5] : (1) IIN and bond details to be given in bill of Entry :
The importer who intends to avail the benefit of a notification shall be required to
mention the IIN and continuity bond number and details while filing the Bill of Entry,

« AC/DCto allow benefit of exemption notification : The DC/AC of Customs at the custom
station of importation shall allow the benefit of the notification to the importer.

o Debit in bond account : Where a Bill of Entry is cleared for home consumption, the bond
submitted by the importer gets debited automatically in the customs automated system
and the details shall be made available electronically to the jurisdictional Customs
Officer.

(4) Importer to maintain records [Rule 6] :

v Maintenance of accounts : The importer shall maintain an account so as to clearly
indicate—

() quantity and value of goods imported;
(iv) quantity and date of receipt of the good.s 'meorted. in the relevant premises;
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(iil) quantity of such good.s consumed 'LrLcLu.d.'Lng the quantity used d.omest'Lca.ng for
manufacture, quantity exported., if any, to ful.fil the intended purpose and quantity of
goods sent to an end use recipient;

(iv) quantity of goods sent for job work and the nature of job work carried out;
(v) quantity of good.s received a.fter job work;
(i) quantity of good.s re-exported., 'Lf any, under rule 10; and
(vit) quantity remaining in stock, accord.'mg to bills of entry,
and shall produce the said account as and when required by the DC/AC of Customs
having jurisdiction over the premises or where the goods imported shall be put to use for
manufacture of goods or for rendering output service.
Non receipt/ short receipt to be intimated : However, in case of non-receipt or short receipt
of goods imported in the relevant premises, the importer shall intimate such non-receipt
or short receipt immediately on the common portal in the Form IGCR-2.
v Submission off monthly statement : The importer shall submit a monthly statement on
the common portal in the Form I(_:,CR—B bl_.j the 10t of the fol.l.ow'LrLg month;
However, the importer may submit details of goods consumed in the Form IgCR—3A at any
point of time, for immediate re-credit of the bond which shall become a part of the monthly
statement of the subsequent month.

(5) Procedure for allowing imported goods for job work [Rule 7] :

v Record to be maintained : The importer shall maintain a record of the goods sent for job
work during the month and mention the same in the monthly statement referred to in
Rule 6(2).

v Goods to be removed under cover of invoice and E-way bill : The importer shall send the
goods to the premises of the job worker under an invoice or wherever applicable, through an
electron.ic—walj bill, as specified. in the C(_.]ST Act, 2017, mentioning the descript'ton. and
quantity of the goods.

v Maximum duration of job work — 6 months : The maximum period for which the goods
can be sent to the job worker shall be six months from the date of invoice or electronic way
bill as referred above.

v Recovery in case of misuse of goods : In case the importer is unable to establish that the
goods sent for job work have been used as per the part'Lcu.La.rs mentioned under rule 4, the
jurisdictional Customs Officer shall take necessary action against the importer under rule
1 and 12

v Duties of job-worker : The job worker shall,

e maintain an account of receipt of goods, manufacturing process undertaken thereon
and the waste generated, if any, d,ur'mg such process;

o« produce the account details before the jurisdictional Customs Officer as and when
required by the said off'Lcer;
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o after completion of the job work send the processed goods to the importer or to another
job worker as directed bg the importer for carrying out the remaining processes, if any,

under the cover of an invoice or electronic way bill.

(6) Procedure for allowin.g 'meorted. good.s for unit transfer [Rule 8] :

v Record of inter-unit transfer : The importer shall maintain a record of the goods sent for
unit transfer during the month and mention the same in the monthly statement referred
to in rule 6(2).

v Goods to be removed under cover of invoice and E-way bill : The importer shall send the
goods under an invoice or wherever appl.'tcabl.e, th.rough an electronic—wag bill, as spec'Lfi.ed.
in the C(_:JST Act, 2017, mentioning the descerti.on and quantity of the goods.

v Other compliances : The importer shall in relation to tra.n.sfer of goods to another unit,

(i) maintain an account of receipt of good.s, ma.n.u.factur'mg process undertaken thereon
and the waste genera.ted, 'Lf any, d.ur'mg such process;

(it) produce the account details before the jurisdictional Customs Officer as and when
requ.'Lred. bg the said offi.cer;

(iit) after completion of the said process, send the processed goods back to the premises of the
importer from. where the goods were received or to a job worker for carrying out the
remaining processes, if any, under the cover of an invoice or electronic way bill.

(7) Procedure for su.ppl.ging i,rn.ported, goods to the end use recipient [Rule 9] :

v Records to be maintained by importer : The importer shall maintain a record of the goods
supplied to the end use recipient during the month and mention the same in the monthly
statement referred to in rule 6(2).

v Goods to be removed under cover of invoice and E-way bill : The importer shall send the
goods under an invoice or wherever applicable, through an electronic way bill, as specified
in the CGST Act, 2017, mentioning the description and quantity of the goods.

v Records to be maintained by end use recipient : In case of supply for replenishment or Export
against su.pp[g, the end use recipient shall—

e maintain an account of receipt of goods, man.ufactur'm.g process undertaken thereon
and the waste generated, if any, d,ur'mg such process;

o Produce the account details before the jurisdictional Customs Officer as and when
requ'Lred. bg the said officer;

« produce the relevant details to the importer for fulfilment of the benefit under the
notification.

(8) Re-export or clearance of unutilised or d.efecti.ve goods [Rule 10] :

v Re-Export or clearance for home consumption : The importer who has availed the benefit of
a notification shall use the goods imported in accordance with the conditions mentioned
in the concerned notification within the period and with respect to unutilised or defective
good,s, ) i.mported., the importer shall have an option to either re-export or clear the same
for home consumption, within the said period, namely -

e within the per'Lod. spec'Lfi.ed. in the rLot'Lf'Lca.t'LorL;
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 within 6 months from the date of import, where the time period is not specified in the
notification.
However, the said peri.od. of 6 months can be further extended bg the jurisdictional
Commuissioner for a perLod. not exceedi.ng 3 months, if sufficient reason is shown that
the causes for not conforming to the time period were beyond the importer's control.

v Details of re-export in monthly statement : Any re-export of the unutilised or defective goods
shall be recorded by the importer in the monthly statement by providing the details of
necessary export documents.

However, the value of such goods for re-export shall not be less than the value of the said

goods at the time of import

v Payment of duty and interest on clearance for home consumption : The importer who
intends to clear unutilised or defective goods for home consumption shall have an option
of voluntary payment of applicable duty along with interest on the common portal and
the particulars of such clearance and the duty payment shall be recorded by the importer
in the monthly statement.

v Clearance of used capital goods : The importer shall have an option to clear the capital
goods imported, after having been used for the specified purpose, on payment of duty equal
to the difference between the duty leviable on such goods but for the exemption availed and
that already paid, if any, at the time of importation, along with interest @ 15% p.a., on the
depreciated value allowed in straight line method as under —

() for every quarter in the first year @ 4%

(ii) for every quarter in the second year @ 3%

('L'L'L)for every quarter in the third year @ 3%

(iv) for every quarter in the fourth and f'Lfth year @ 25%
(v) and therea.fter for every quarter @ 2%

Explanation.

> Forthe purpose of computing rate of depreciation under this rule for any part of a quarter,
a full quarter shall be taken into account.

> The depreciation shall be allowed from the date when the capital goods imported have
come into use for the purpose as laid down in the notification, upto the date of its
clearance.

> Details to be given in monthly statement : The importer shall have the option of
vo[unta.rg payment of the dutg along with interest, through the common porta.l and the
particulars of such clearance and the duty payment shall be recorded by the importer
in the monthly statement,

9) Recovery of du.tg in certain case [Rule 11] :

v Recovery of duty along with interest : In the event of any failure on the part of the importer
to comply with the above conditions or where the payment as specified above is not paid or
short pa'ui, the DC/AC of Customs hav'mg jurisdiction over the premises where the 'meorted
goods shall be put to use for manufacture of goods or for specified end use or for rendering
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output service shall take action bg 'Lrwok'Ln.g the Bond to initiate the recovery proceedings of
an amount as under —

(a) in case of a notification that provi.des a d.u.tl_.j exemption, equ.al. to the d.i.fference between
the d.u.tl_.j leviable on such good.s but for the exemption and that alread.l_.j pa'Ld., if any,
at the time of importation, along with interest, @ 15% p.a. for the period starting from
the date of import of the goods on which the exemption was availed and ending with
the date of actual payment of the entire amount of the difference of duty that he is
liable to pay;

(b) in cases where the notification is other than one that provld.es an exemption benef'Lt,
an amount equal to the assessable value of the goods being imported.

v Principal liable in case of Jobwork : Notwithstanding anything contained in these rules in
relation to removal and processing of imported goods for job-work, the importer shall be
responsible for ensuring that the said goods are used in accordance with the purposes
provided. in the n.otificati.on and in the event of fai.lu.re to do so, the DC/AC of Customs
having jurisdiction over the premises where the imported goods shall be put to use for
manufacture of goods or for specified end use or for rendering output service shall take
action in accordance with these rules, without prejudice to any other action which may be
taken under the Act, rules or requlations made thereunder or under any other law for the
time being in force.

(10) Pena.l.tl_.j : The importer or a job worker who contravenes any of the provisions of these rules
or abets such contravention shall be liable to a penalty to an extent of = 2 lakh without
preju.d.'Lce to any other action which may be taken under the Act, rules or regul.at'tons made
thereunder or under any other law for the time being in force.
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mmmm) TOPIC REFERENCER

Types of Duties
Additional Duties of Customs
Protective Dut_t/

Safe_quara’ Measures

=)
=)
=)
=)
O Anti Subsidy Duty and Anti Dumping Duty
=)

Project Imports and Eligible Projects

TYPES OF DUTIES
1. Write a note on basic customs du.tg.

Ans: Basic Customs Duty [Section 12 of the Customs Act and Section 2 of the Customs Tariff
Act, 1975]: Basic Customs Duty is levied under the provisions of section 12 of the Customs Act
and section 2 of the Customs Tariff Act. The rates at which duties of customs shall be levied
under the Customs Act 1962 are specified in the First and Second Schedules of the Customs
Tar'tff Act, 1975.

Standard rate of duty : Generally, the standard rate of BCD is applicable. Normal rate of
customs du.tg on imports of non—agricultural good_s is 10%, thou.gh there are wide variations.
Preferential rate of duty : If the goods are imported from the areas notified by the Central
government to be preferenti.al areas, then Llower preferential rate of BCD will be appli.ca.ble.
Preferential Rates of Duty are reduced tariff rates levied on the basis of trade agreements between
two or more countries. These rates are usually substantially lower than the normal tariff rates.

2. Explain the provisions relating to levy of Social Welfare Surcharge and Road &

Infra.structu.re Cess on i.m.ported. good.s.

Ans: The relevant provisions are discussed as under:

(1) Social Welfare Surcha.rge (SWS) on 'Lm.ported. good.s [Section 110 of Finance Act, 2018 w.e.f.
02-02-2018] : SWS is a duty of Customs levied for the purpose of Union on the goods
spec'Lf'Led in the First Schedule to the Customs Tar'Lff Act, 1975, be'mg goods 'meorted into
India.

(a) Purpose of levg : SWS is levied to fu.lfi.l the commitment of the Government to provi,de
and finance education, health and social security.

(b) Calculation of SWS : SWS shall be calculated @ 10% on the aggregate of duties, taxes
and cesses which are levied and collected by the Central Government under section 12
of the Customs Act, 1962 and any sum chargeable on the imported goods specified under
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any other law as an addition to, and in the same manner as, a dutg of customs, but

not including—

i) the safegu.ard du.tg referred to in sections 8B and 8C of the Customs Tariff Act;

(it) the cou.nterva'LI.'Lng du.tg referred to in section 9 of the Customs Tariff Act;

(i) the anti-dumping du.tg referred to in section 9A of the Customs Tar'Lff Act;

(iv) the Soclal Welfare Su.rcharge on i.rnported goods te. no SWS shall be levied on SWS
(which is a dutg of customs).

(v) No SWS on IGST and GST compensation cess : SWS on IGST and GST compensation
cess has been made exempt vide Notification No. 11/2018 dated 02-02-2018.

(c) The Social Welfare Surcharge on imported goods shall be in addition to any other duties
of customs or tax or cess chargeable on such goods, under the Customs Act, 1962 or any
other law for the time being in force.

Clarification regarding applicability of Social Welfare Surcharge on goods exempted from
basic and other customs duties/ cesses : It is clarified that the amount of Social Welfare
Surcharge pagable would be 'Nil' in cases where the aggregate of customs duties (which form
the base for computation of SWS) s zero even thou.gh SWS has not been exempted. - Circular
No. 3/2022-Cus dated 01-02-2022

(2) Road and Infrastructure Cess on 'meorted goods [Section 111 of Finance Act, 2018 w.e.f. 02-
02-2018] : Road and Infrastructure cess is levied as duty of customs @ z 9 per litre on motor
spirit (petrol) and h'Lgh speed diesel (HSD) 'meorted into India for the purpose of financing

infrastructure projects.

3. Expl.a.'Ln the provisions relating to lewy of Agriculture infrastructure and

devel.opment cess on import of certain items.

Ans: An Agriculture Infrastructure and Development Cess (AIDC) has been levied on tmport of
spec'Lfi.ed goods at the noti.f'Led rate. For instance, some of the noti.fi.ed goods are apples, kabuli
chana, various types of coal, urea, silver (i.nclu.di,ng imports bg eL'Lgi.ble passengers), Silver Dore,
gold ('anludi.ng imports bl_,] eli.g'tble passengers), gold Dore etc. This cess is used to finance the
improvement of agriculture infrastructure and other development expenditure.

Where the dutg is leviable on the goods at any percentage of its value, then, for the purposes of
calculating the AIDC, the value of such goods is calculated in the same manner as the value
of goods is calculated for the purpose of customs du.tg under section 14 of the Customs Act, 1962.
The AIDC on imported goods is in addition to any other duties of customs chargeable on such
goods, under the Customs Act, 1962 or any other law for the time being in force. The provisions
of the Customs Act, 1962 and the rules and regulat'tons made thereunder, 'anlud'tng those
relating to assessment, non-levy, short-levy, refund, exemptions, interest, appeals, offences and
penalties shall apply in relation to the levy and collection of the AIDC on imported goods as
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th.eg apptg in relation to the Levg and collection of duties of customs on such good.s under the
sald Act, or the rules or regu.l.ations, as the case may be.

4. 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 bg notification under section 25 of the Customs Act, 19627
(Nov. 2008, 5 Marks)

Ans: The Central Government has the power to declare certain areas as preferent'tal. areas, the

imports where from are chargeable to preferential rate of duty. Section 4 of the Customs Tariff

Act, 1975 makes the fol.low'tng provisions in this beh.al.f,—

(1) Duty leviable at standard rate unless conditions for charge of du.tg at preferenti.al rate
fulfilled : The duty shall be levied and collected at the standard rates specified in the First
Schedule to the Tariff. However, where in respect of any article a preferential rate of revenue
d.u.tl_.j is speclf'ted in the First Schedule, to the Customs Tariff Act, 1975 or a preferent'LaI. rate
is admdissible bl_.j virtue of an exemption notification under section 25 of the Customs Act,
1962, the d.u.tg shall be levied and collected at the preferenti.al rate ontl_.j if all of the fol.low'Lng
conditions are fulfilled,—

(a) the 'meorter/owner of the article must claim at the time of importation that the article
is chargeable with a preferential rate of d_utg;

(b) the 'Lm.porter/owner must also claim that such article has been prod.u.ced. or
manu.factured. in a preferential area;

(c) such preferential area, being a country or territory, must be not'Lfi.ed. asa preferential area
bg the Central Government; and

(d) the origin of such article (ie. 'Ld_enti.f'tcation whether such article is a prod.uce or
manufacture of not'Lf'Led. preferent'tal area) must be determined in accordance with rules
made in this behalf.

(2) Power to discontinue or amend preferenti.al. rate : In the interests of trade including promotion
of exports, the Central government may direct an amendment of the First Schedule so as
to—

(a) provi.de for discontinuance of preferenti.al rate ; or
(b) increase the preferent'tal rate to a rate not exceedi.ng the standard rate ; or
(c) decrease the preferential rate.

ADDITIONAL DUTIES OF CUSTOMS

5. Expl.a'Ln Additional d.u.tg of customs and its manner of calculation. OR An

importer imports an article into India and no like article is produ.ced. or
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manufactured in India. State, giving reasons, whether the imported article is liable
to the levy of additional duty of customs (CVD). (No.99, May 1997)

Ans: Levy of additional duty equal to excise duty, sales tax, local taxes and other charges
[Section 3 of the Customs Tariff Act, 1975]: The provisions relating to additional duty of customs
are as under,-

() Additional du.tg of customs equ.a.l to excise du.tg (also known as CVD) [Section 3(1)] : Any
article which is imported into India shall be liable to an additional duty of customs equal
to the excise duty for the time being leviable on a like article, if produced or manufactured
in India.

In case if a like article is not so produced or manufactured, then an additional duty of
customs will be leviable equal to the excise duty for the time being leviable on the class or
description of articles to which the 'meorted. article belongs, and where such d.u.tl_.j ts leviable
at different rates, the h.i.ghest rate of excise du.tg shall be taken for calculating additional
duty of customs.
Value for Additional Duty of Customs : If the excise duty leviable on the like article is
leviable on percentage of its value, then the additional duty to which the imported article
shall be so liable will be calculated at that percentage of the value of the imported article.
Rate of additional duty on alcoholic liquor for human consumption : In case of any
alcoholic l'Lqu.or for human consu.m.pt'LorL 'meorted into India, the Central govern.men.t
may not'tfg the rate of additional d.u,tg,—
a. having regard to the excise duty for the time being leviable on a like alcoholic liquor
produced_ or ma.nufa.ctured. in different States; or
b. i.f a like alcoholic I.i.qu.or is not produced. or m.anu.factu.red. in any State, then, havi.n.g
regard to the excise duty which would be Leviable for the time being in different States
on the class or description of alcoholic liquor to which such imported alcoholic liquor
belongs.
If any article is not subjected to excise d.u,tg, then no additional d.utg of customs can be
levied : The Supreme Court in Hgderabad Industries Ltd. v. UOI [1999] 108 ELT 321 (SQ),
has held that in case 'Lf any process does not amount to manufa.ctu.re or produ.ct'Lon, then
such article cannot be subjected to excise duty. On importation of such article into India,
no additional duty of customs can be levied.
In case if any article is unconditionally exempt from excise duty then additional duty of
customs shall also be exempt. The Supreme Court in Aidek Tourism Services Put. Ltd. v.
CCus. [2015] 318 ELT 3 (SC) held that rate of additional dutg leviable under section 3(1) of
the Customs Ta.r'Lff Act, 1975 would be onlg that which is pagable under the Central Excise
Act, 1944 on a like article.
Therefore, the importer would be entitled to payment of concessional/reduced or nil rate of
countervailing duty if any notification is issued providing exemption/remission of excise
duty with respect to a like article if produced/manufactured in India.
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(2) Speci.al additional du.tg of customs equal to sales-tax/VAT (also known as Speci.a.l CVD)
[Section 3(5)] : If the Central Government is sati.sf'Led. that it is necessary in the publ.ic
interest to levy on any imported article such additional duty as would counter-balance
the sales tax, value added tax, local tax or any other charges for the time be'Ln.g leviable on
a like article on its sale, purchase or transportation in India then it may, by notification
direct that such imported article shall be liable to an additional duty at a rate not
exceeding 4% of the value of the imported article as specified in that notification.

(3) The expression "sales tax, value added tax, local tax or any other ch.a.rges for the time being
leviable on a like article on its sale, pu.rch.a.se or transportation in India" means the sales
tax, value added tax, local tax or other charges for the time being in force, which would be
leviable on a like article if sold, purchased or transported in India or, if a like article is not
so sold, purchased or transported, which would be leviable on the class or description of
articles to which the imported article belongs, and where such taxes, or charges as the case
may be are leviable at d.Lfferent rates, the high.est rate or charge as the case may be shall
be taken.

(4) Mode of calculation of Additional duty of customs u/s 3(1) & 3(5) : The additional duty
of customs under section 3(1) and 3(5) of the Custom Ta.ri.ff Act on any i.mported. article
shall be calculated as follows -

Particulars Amount
Assessable value u/s 14(1) or Tariff Value u/s 14(2) of Customs Act [A] XXX

Add: Basic d.u.tlj of customs w/s 12 on (A) above and other duties (See Note) [B] XXX

Value for the purposes of Lewy of additional duty of customs u/s 3(1) [A+B] [C] XXX

Add: Additional d_u,tg of customs u/s 3(1) = Excise Duty leviable in India XX

computed on (C) above D]

Add: SWS @ 10% on {(B) + (D)}] [E] XXX

Value for the purposes of levy of additional duty of customs u/s 3(5) [C + D + E] XXX
[F]

Add: Additional duty of customs u/s 3(5) computed on (F) above [C] XXX

Total cost of imported goods [F + Q] [H] XXX

Total Customs Duty payable = [H - A], or [B + D + E + (] XXX

Note: Non Inclusion of duties : In computation of value for levy of additional duty of customs,

the follow'mg duties shall not be included,—

(a) Additional duty of customs referred. to in Section 3(1), (3), (5), (7) and (9) of the CTA, 1975;

(b) The sa.feguard. d.u.tg referred. to in Sections 8B and 8C of the CTA, 1975;

() The counterva.ili.ng du.tg referred to in Section 9 of the CTA, 1975; and (d) The anti—d.u.mping
dutg referred. to in Section 9A of the CTA 1975.
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Note: Due to introduction of GST, the appl.icabilitg of additional du.tg of customs is very
limited. GST is Levied on all supplies of goods and /or services except supply of alcoholic liquor
for human consumption. Further, GST on the supply of petroleum crude, high speed diesel,
motor spirit (commonlg known as petrol), natural gas and aviation turbine fu.el shall be
levied with effect from such date as may be notified by the Government on the
recommendations of the Council. Thus, additional dutg of customs will be levied onl.g on the
few products not leviable to GST.

(5) Integrated tax [Section 3(7)] : Any article which is imported into India shall, in addition, be
liable to i.ntegrated tax at such rate, not exceedi.n.g 40% as is leviable under section 5 of the
Integrated. good.s and Services Tax Act, 2017 on a like article on its su.ppl.g in India, on the
value of the 'meorted article as determined under Section 3(8).

(6) Mode of calculation of In.tegrated_ Tax w/s 3(7) [Section 3(8)] : The Integra.ted. tax under
section 3(7) of the Custom Tari.ff Act on any 'Lm.ported. article shall be calculated as fol.[ows

Particulars Amount

Assessable value u/s 14(1) or Tar'Lff Value u/s 14(2) of Customs Act [A] || o=

Add: Basic d.u.tl_.j of customs (BCD) u/s 12 on (A) above and any sum chargeable
on that article under any law for the time being in force as an addition to, and

in the same manner as, a duty of customs [B]
Add: SWS @ 10% of BCD ie.10% of (B) [C] ] e
Value for the purposes of Levy of Integrated Tax u/s 3(7) [A + B + C] [D] || xxx

Add: Integrated. Tax (IT) w/s 3(7) = AppL'LcabLe Rate of In.tegrated. tax compu.ted_ xxx
on (D) above (Integrated. tax will be exclusive of SWS, as SWS on Integrated. tax
have been exempted vide Notification No. 13/2018-Cus. dated 02-02-2018

Note: Non Inclusion of duties : In computation of value for levy Integrated tax the following
duties shall not be included,—
(a) In.tegrated. tax referred_ to in Section 3(7) the CTA, 1975;
(b) GST compensation cess referred. to in Sections 3(9) of the CTA, 1975.
(7) Value for levg of i,ntegrated. tax in respect of warehoused goods [Section 3(8A)] : Where the
goods depos'Lted in a warehouse under the provisions of the Customs Act, 1962 are sold to
any person before clearance for home consumption or export under the said Act, the value
of such goods for the purpose of calculating the integrated tax under section 3(7) shall be—
(a) where the whole of the goods are sold, the value determined under Section 3(8) or the
transaction value of such goods, whichever is higher; or

(b) where any part of the goods is sold, the proportionate value of such goods as determined
under Section 3(8) or the transaction value of such good.s, whichever is h'Lgher.
Last transaction value to be taken : However, where the whole of the warehoused goods
or any part thereof are sold more than once before such clearance for home consumption
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or export, the transaction value of the last such transaction shall be the transaction
value for the purposes of clause (a)/(b).
Unsold good.s - Value to be determined as per Section 3(8) : In respect of warehoused

good.s which remain unsold, the value or the proportionate value, as the case may be,
of such goods shall be determined in accordance with the provisions of Section 3(8).
"Transaction value’, in relation to warehoused goods, means the amount paid or
payable as consideration for the sale of such goods. [Explanation]

(8) GsT Compensa.tion. Cess [Section 3(9) of the Customs Tariff Act] : Any article which is
i.mported. into India shall, in addition, be liable to the goods and services tax
compensation. cess at such rate, as is leviable under section 8 of the goods and Services
Tax (Compensation. to States) Cess Act, 2017 on a like article on its supplg in India, on
the value of the 'meorted. article as determined under Section 3(10). The Levg and
collection of CGST compensation cess is extended till 31 March, 2026.

(9) Mode of calculation of gST Compensation Cess 3(9) [Section 3(10)] : The GST
Compensation Cess under Section 3(9) of the Custom Tariﬁ Act on any meorted. article
shall be calculated as follows -

Particulars Amount
Assessable value u/s 14(1) or Tariff Value u/s 14(2) of Customs Act [A] XXX

Add: Basic d.u,tg of customs (BCD) u/s 12 on (A) above and any sum chargeable
on that article under any law for the time be'Ln.g in force as an addition to, and
in the same manner as, a duty of customs [B]

Add: SWS @ 10% of BCD ie.10% of (B) [C] XXX
Value for the purposes of Lewy of GST Compensation Cess u/s 3(9) [A + B + C][D] XXX

Add: gST Compensation Cess u/s 3(9) = App[icable Rate of gST compensation XXX
cess computed_ on (D) above (gST compensation cess will be exclusive of SWS, as

SWS on GST Compensation cess have been exempted vide Notification No.
13/2018Cus. dated 2-2-2018

Note: Non Inclusion of duties : In computation of value for GST Compensation Cess, the
followin.g duties shall not be included,-

(a) Integra.ted, tax referred, to in Section 3(7) the CTA, 1975;

(b) gST compensation cess referred to in Sections 3(9) of the CTA, 1975.

(10) Value for levg of gST compensation cess in respect of warehoused good.s [Section. 3(10A)] :
Where the goods depos'Lted in a warehouse under the provisions of the Customs Act, 1962 are
sold to any person before clearance for home consumption or export under the said Act, the
value of such goods for the purpose of calculating the goods and services tax compensation
cess u/s 3(9) shall be—

(a) where the whole of the good.s are sold, the value determined under Section 3(10) or the
transaction value of such good.s, whichever is higher; or
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(b) where any part of the goods is sold, the proportionate value of such goods as determined
under Section 3(10) or the transaction value of such goods, whichever is h.i.gher.

Last transaction value to be taken : However, where the whole of the warehoused goods or any
part th.ereof are sold more than once before such clearance for home consumption or export, the
transaction value of the last of such transaction shall be the transaction value for the purposes
of clause (a)/(b).
Unsold goods - Value to be determined as per Section 3(10) : In respect of warehoused goods
which remain unsold, the value or the proportionate value, as the case may be, of such goods
shall be determined in accordance with the provisions of Section 3(10).
"Transaction value”, in relation to warehoused goods, means the amount paLd or pagabl.e as
consideration for the sale of such goods. [Explanation]
(10) Mode of calculation of Integra.ted Tax u/s 3(7) & gST Compensation Cess 3(9) [Section
3(8) & 3(10) of the Customs Tariff Act] : The In.tegra.ted tax under section 3(7) and GST
Compensation Cess under Section 3(9) of the Custom Tari.ff Act on any i.mported article shall
be calculated as follows -

Particulars Amount

Assessable value u/s 14(1) or Tari.ff Value u/s 14(2) of Customs Act [A] XXX

Add: Basic du,tg of customs (BCD) u/s 12 on (A) above and any sum
chargeabte on that article under any law for the time be'Ln.g in force as an
addition to, and in the same manner as, a dutg of customs

[B]

Add: SWS @ 10% of BCD Le. 10% of (B) [C] XXX

Value for the purposes of levg of In.tegrated Tax u/s 3(7) and GST Compensation *50K
Cess u/s 3(9) [A+ B + C] D]

Add.: Integra.ted Tax (IT) w/s 3(7) = AppL'Lca.bl.e Rate of In.tegra.ted tax computed XXX
on (D) above (Integrated tax will be exclusive of SWS, as SWS on Integrated tax
have been exempted vide Notification. No. 13/2018-Cus. dated 02-02-2018

[E]

Add: GST Compensation Cess u/s 3(9) = Applicable Rate of GST compensation XXX
cess computed on (D) above (gST compensation cess will be exclusive of SWS, as

SWS on GST Compensation cess have been exempted vide Notification. No.
13/2018Cus. dated 2-2-2018

Total cost of imported goods [D + E + F] [C] XXX

Total Customs duty, Integrated tax & GST Compensation Cess payable = [G- XXX
A, or [B+C+E+F]

Note: Non Inclusion of duties : In computation of value for levy Integrated Tax and GST
Compensation Cess, the following duties shall not be included,-
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(a) Integra.ted, tax referred to in Section 3(7) the CTA, 1975;

(b) GST compensation cess referred. to in Sections 3(9) of the CTA, 1975.
)] Applicabilitg of the provisions of the Customs Act, 1962 : The provisions of the Customs Act,
1962 and all rules and regul.ati.ons made thereunder, 'Ln.clu.d.'m.g but not limited to those relat'Ln.g
to the date for determination of rate of duty assessment, non-lewy short-levy, refunds,
exemptions, interest, recovery, appeals, offences and penalties shall, as far as may be, apply to
the duty or tax or cess, as the case may be, chargeable under this section as they apply in
relation to duties leviable under that Act or all rules or regu.lations made thereunder, as the
case may be [Amended by the Finance (No. 2) Act, 2024 w.f. 16-08-2024].

6. Examine the validity of the statement : Goods exempt from basic customs duty
would automatically be exempt from Integrated tax. (Nov. 2007, 2 Marks), (2

Marks, Nov. 2015)

Ans: The statement is not correct: Exemption from basic customs duty would not mean
exemption from Integrated Tax. When goods are exempted from basic customs duty in terms of
Section 12 of the Customs Act, 1962 it would not mean that they are exempted from Integrated
tax also, as basic customs d.u.tl_.j is Lleviable bl_.j virtue of Section 12 of the Customs Act, 1962 while
Integrated. tax is leviable under section 3(7) of the Customs Tariff Act, 1975. - Eastern Shipplng
Mills & Indus. Ltd. v. UOI [1988] 37 ELT 14 (Cal)

7. Write a note on Levy of a lower rate of d.u.tg under a trade agreement.

Ans: Levy of a lower rate of duty under a trade agreement [Section 5]:The Government of India
can enter into a trade agreement with a Government of foreign country or territory for levy of
d,u,tg at a lower rate. In case 'Lf any goods are i.mported. under a trade agreement, then d.u.tg as
per the trade agreement shall be levied. The decision of Central Government shall be final
whether trade agreement applies to a particular country or territory or not.

PROTECTIVE DUT

8. Write short notes on Protective duty under Customs Tariff Act, 1975. (May 1997,
21, Marks) (Nov. 2002, 3 Marks)

Ans: The provLsLons rel.a.t'LrLg to l.evg of protecti.ve duties are as under-

th_Power of Centrat G | L . (Section6}Accord
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(2) Duration of protective duties and power of Central govern.men.t to alter them [Section 7] :
The du.tg shall have effect on.l.g up to and inclusive of the date, if any, speci.f'Led in First

Schedule. The Central C_',ovemment has the powers to reduce or increase such d.u.tlJ where it
deems fi.t bg a not'Lf'Lcat'Lon. in the Off'Lc'La.l gazette and get the approva.l. of the same in the
Parliament.

. Discuss the following - (i) Emergency power of Central Government to increase or

levy export duties, and (ii) Emergency power of Central Government to increase

import duties. (2 Marks, Nov. 2015)

Ans: The a.foresa.i.d. points have been discussed below -

(a) Emergency power of Central Government to increase or levy export duties [Section 8] : Where
the Central Government is sa.t'Lsf'Led. that in respect of any article, whether included in
Second Schedule or not, -

v The export duty leviable thereon should be increased or an export duty should be levied,
and

v Circumstances exist which render it necessary to take immediate action,
then, the Central Government may, bl_.j notification in Offi.c'ta.l Gazette, direct an
amendment of the Second Schedule so as to provide for increase or levy of export duty on
that article.

(b) Emergency power of Central Government to increase import duties [Section 8A] : Where in
respect of any article included in the First Schedule, the Central Government is sa.tisfi,ed,
that—

v The meort d.u.tg leviable thereon u/s 12 of the Customs Act, 1962 should be increased; and

v Circumstances exist which render it necessary to take immediate action, it may, bl_.]
not'Lf'Lca.t'Lon in the Off'Lc'Lal Gazette, direct an amendment of the First Schedule so as to
provide for an increase in the import duty leviable on such article to such extent as it thinks
necessary.

However, the Central govemmen.t shall not issue any not'Lchat'Lon. for su.bst'Ltu.t'Ln.g the rate
of import duty in respect of any article as specified by an earlier notification, unless such
earlier notification has been approved with or without modifications.

SAFEGUARD MEASURES

10. Explain the power of the Central Government to apply safequard measure. (May

1998, 6 Marks) (May 2003, 3 Marks) (Nov. 2003, 2 Marks) (Nov. 2013, 3 Marks)
OR
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Write a short note on the applicability of safequard duty under the Customs Tariff
Act, 1975 on articles imported by EOU/SEZ unit and cleared as such into domestic

tariff area (DTA). (2 Marks, May 2015)

Ans: Power of Central Government to apply safequard measures [Section 8B]: The relevant
provisions are as under -

(1) Circumstances in which safegua.rd measures can be 'meosed. : Sa.fegu.ard. measures can be
imposed if the Central Government on enquiry finds that the imports in increased quantity
and under such conditions -

(a) have caused serious injury to domestic 'md.u.strg or,
(b) s threa.ten.in.g to cause serious injury to domestic 'md.u.strg.
It can be imposed irrespective of origin of imported goods.

Term Meani.ng

Serious injury It means an injury causing significant overall impairment in the
position of a domestic industry.

Threat of serious | It means a clear and imminent danger of serious Lnjury,

injury

Domestic Ind.u.strg It means the prod.u.cers—
(L) as a whole of the like article or a d.i.rectlg competitive article in
India; or

(it) whose collective output of the like article or a d.i.rectl.g compet'Lt'Lve
article in India constitutes a major share of the total production of
the said article in India.

(2) Modes of sa.fegu.a.rd. measures : The safequard measures shall include—
(a) Lmposition of safequard duty,
(b) a.ppli.cati.on of tariff-rate quota; or (c)
such other measure,
as the Central Government may consider appropriate, to curb the increased quantity of
imports of an article to prevent serious injury to domestic industry.
(3) Sa.feguard measures not to be i.mposed. on articles originating from d.evel.opi.n.g countries :
No such measure shall be imposed on—
(a) If an article originating from a deveLop'mg country so long as the share of imports of
that article from that country does not exceed 3%; or
(b) where the article is originating from more than one developi.ng country, then, so long as
the aggregate of the imports from each of such developing countries with less than 3%
import share taken together, does not exceed 9% of the total imports of that article into
India.
Exemption form safequard duty : The Central Government may exempt such quantity
of any article as it may specify in the notification, when 'meorted. from any country or
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territory into India, from payment of the whole or part of the sa.fegu.a.rd. d.utg leviable

thereon.

(4) Tariff quota not to be lower than average Level of imports in last 3 Years : Where tariff-rate
quota is used as a safegu.ard. measure, the Central Government shall not fix such quota
lower than the average level of imports in the last 3 representative years for which statistics
are available unless a different level is deemed necessary to prevent or remedy serious injury.

(5) Allocation of Tariﬁ Quota as per rules : The Central Government may allocate such ta.r'Lff-
rate quota to supplying countries having a substantial interest in supplying the article
concerned, in such manner as may be prov'Ld.ed. blj rules.

(6) Provisional safequard measures : The Central Government may, pending the determination
of final safequard measures, apply provisional safequard measures on the basis of a
preliminary determination that increased imports have caused or threatened to cause
serious injury to a domestic industry.

(7) Refu.nd of sa.fegua.rd. du.tg : Where, on final determination, the Central Government is of
the opinion that increased imports have not caused or threatened to cause serious injury to
a domestic 'Lnd.u_strt_,], it shall refu.n.d. the safegu.a.rd. du.tg so collected.

(8) Duration - Not exceed'Ln.g 200 dags : Any provi.si.onal sa.fegua.rd. measure shall not remain
in force for more than 200 days from the date on which it was imposed.

(9) Non appl.i,cabi.li,tg of Sa.fegu.a.rd measures to 100% EOU. or Unit in SEZ : Any sa.feguard
measures shall not applg to articles 'meorted. bg a 100% EOU or a unit in a SEZ, unless—
(L) it is specifically made applicable in such notification or to such undertaking or unit; or
(ii) such article is either cleared as such into the domestic tariff area or used in the

manufacture of any goods that are cleared into the domestic tariff area, in which case,
safequard measures shall be imposed on the portion of the article so cleared or used, as
was applicable when it was imported into India.

(10) The safequard duty imposed section shall be in addition to any other duty imposed under
this Act or under any other law for the time being in force.

(1) Duration of sa.fegu.a.rd. measures : The safequard measures imposed shall, unless revoked
earlier, cease to have effect on the expiry of 4 years from the date of such appl.'Lcati.orL.
Extension of period : The Central Government may extend the period of such imposition
from the date of first imposition provided it is of the opinion that:

(@) Domestic industry has taken measures to adjust to such injury or as the case may be
to such threat and

(b) It is necessary that the safequard measures should continue to be 'meosed..
However, the total peri.od of levg of sa.feguard. measures is restricted to 10 years.

(10) Appli.ca.bili.tg of all machi.n.erg provisions of the Customs Act, 1962 : The provisions of the
Customs Act, 1962 and the rules and regulati.on.s made thereunder, 'anlu.ding those rel.ating
to the date for determination of rate of duty, assessment, non-levy, short-levy, refunds,
interest, appeals, offences and penalties shall, as far as may be, apply to the duty chargeable
under this section as they apply in relation to duties leviable under that Act.
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() Applicability of the provisions of the Customs Act, 1962 : The provisions of the Customs Act,
1962 and all rules and regulati.ons made thereunder, i.nclu.d.i.ng but not limited to those
relat'Lng to the date for determination of rate of d.u.tl_.j, assessment, non—levl_.j, short—l.evg,

refu.nd.s, exemptions, interest, recovery, appeals, offences and penal.ties shall, as far as may

be, appllj to the d.utg chargeable under this section as theg applg in relation to duties

leviable under that Act or all rules or requlations made thereunder, as the case may be

[Amended by the Finance (No. 2) Act, 2024 wef. 16-08-2024]

(12) Rules to be framed. : The Central Government may make rules and such rules may provide

or—

f(i.) the manner in which articles liable for safegu.ard. measu.res may be 'Ld.ent'Lf'Led.;

(il) the manner in which the causes of serious Lnjury or causes of threat of serious injury
in relation to i.d.entif'Led. article may be determined;

(iil)the manner of assessment and collection of safeguard. d.utg;

(iv) the manner in which tariff—rate quota on 'Ld.entified article may be allocated among
supplging countries;

(v) the manner of 'melementi.ng tari.ff—rate quota as a safegu.ard measure;

(i) any other safeguard. measure and the manner of its appl.icat'Lon.

ANTI SUBSIDY DUTY AND ANTI DUMPING DUT

11 Explain the "Countervailing duty on subsidized articles® or "Anti Subsidy Duty".

Ans: Countervailing duty on subsidized articles [Section 9] : Section 9 of the Customs for lewy
of countervailing duty on subsidized article the relevant provisions are as under -

(1) Imposition of Countervai.ling dutg : In case any foreign country or territory gives any
subsi.d.g, directlg or 'Lndirectl.g, upon the manufacture or prod.u.ction, transportation or
exportation of such article into India, then the Central (_.]overnment on recommendation of
anti subsidy authority levy countervailing duty not exceeding the amount of such subsidy.
This duty is also known as anti subsidy duty.

Subsidy shall be deemed to exist if -

(a) There is f'Lnanc'Lal contribution bg the government or any pu.bl'Lc bodg in the exporting
or producing country or territory. Such contribution may include direct transfer of funds
like grants, loans etc, waiver of revenue due to the Government etc.

(b) There is any form of income or price support granted or maintained bg the Government,
which results in increased export of such article or reduced import of any article into
that country.

) A government makes payments to a funding mechanism, or entrusts or directs a private
body to carry out one or more of the type of functions specified above which would
norm.allg be vested in the Government and the practice in, no real sense, d.'Lffers from
practices normally followed by Governments.
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(2) CVD on subsidized article to be extended on articles 'meorted. bg Alter'mg form/ Description
[Section. 9(1A)] : Where the Central Government, on such inquiry as it considers necessary, is

of the opinion that circumvention of cou.nterva.i.ling d.u.tg 'meosed under section 9(1) has
taken pl.ace, —

(a) either bg a.lter'LrLg the d.escr'tpti.on or name or composition of the article on which such
d,utg has been 'meosed.; or

(b) bg import of such article in an unassembled or disassembled form; or

(c) bl_.] changi.ng the country of its origin or export; or

(d) in any other manner,

wherebg the cou.nterva'Lan.g dutg ) meosed is rendered 'Lneffect'we, it may extend the

countervailing duty to such other article also from such date, not earlier than the date of

initiation of the inquiry, as the Central Government may, by notification in the Official

Gazette, specify.

(3) An.ti.—Absorpt'Lon provisions [Section. 9(1B)] : Where the Central Government, on such inquiry
as it considers necessary, is of the opinion that absorption of cou.ntervail.i.n.g d.u.tt_,] has taken
pl.ace wherebg the cou.ntervail.i.ng du.tt_,] ) 'meosed. is rendered i.neffective, it may modi.fg such
duty to counter the effect of such absorption, from such date, not earlier than the date of
initiation of the inquiry, as the Central Government may, by notification in the Official
Gazette, specify. "Absorption of countervailing duty” is said to have taken place—

(@) if there is a decrease in the export price of an article without any commensurate change
in the resale price in India of such article imported from the exporting country or territory;
or

(b) under such other circumstances as may be provided bg rules. [ExplanatLon]

(4) No Cou.n.tervai.li,ng d,utg to be 'meosed, in certain cases : The countervailing d.utg shall not
be Llevied unless it is determined that-—

(a) the subsidy relates to export performance;

(b) the subsidy relates to the use of domestic goods over imported goods in the export article;
or

(c) the subsi.dg has been conferred. on a limited number of persons en.gaged in the
manufacture, producti.on or export of articles.

(5) Provisional du.tg : The Central Government, pendi.ng the determination of the amount of
subs'uig, may impose a provisionat cou.ntervai['mg du.tg not exceed.'mg the amount of such
subsidy as provisionally estimated by it. If the provisional countervailing duty exceeds the
subsidg as so determined, then the Central govemment shall—

(a) Mobile reduce such cou.nterva.iling d.utg as soon as may be; and

(b) refund. the cou.n.tervai,li.ng dutg collected in excess of such reduced coun.tervaili.n.g d,u.tg.

(6) Non applicabili,tg of countervailin.g dutg to 100% EOU or Unit in SEZ : Any cou.ntervail'mg
duty imposed shall not apply to article imported by a 100% export-oriented undertaking
ora unit in a speci.a.l economic zone, unless—
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i) itis spec'Lf'Lcallg made appL'Lca.ble in such not'Lf'Lcat'Lon or to such und.erta.king or unit;
or

(i) such article is either cleared as such into the domestic tariff area or used in the
manufacture of any goods that are cleared into the domestic tariff area, in which case,
countervailing duty shall be imposed on that portion of the article so cleared or used,
as was applicable when it was imported into India.

(7) Retrospective levg : The Central government has powers to levg cou.nterva.'Lli.ng d.utg
retrospectively if massive imports in a relatively short period have caused injury to the
domestic industry. Such duty can be imposed retrospectively from a date prior to the date
of tmposition of provisional countervailing duty but not beyond 90 days from the date of
such notification of provisional duty.

(8) Duration of levg = 5 Years : The counterva.'Ll.'Lng d.utg 'meosed_ under this section shall,
unless revoked earlier, cease to have effect on the expiry of 5 years from the date of such
Lmposition.

The Central Government may extend the period of such imposition for a further period upto

5 years, if, on consideration of a review, it is of the opinion that the cessation of such d.u.tl_.j

is likely to lead to continuation or recurrence of subsidization and injury and in that case,

such further period shall commence from the date of order of such extension.

Where a review initiated before the expiry of the aforesaid period of 5 years has not come

to a conclusion before such expi.rl_.j, the countervai.l.i.ng d.u.tl_.j may continue to remain in force

pending the outcome of such a review for a further period not exceeding 1 year.

If the said d.u.tg is revoked tempora.r'Ll.l_.j, the peri.od of such revocation shall not exceed 1 year

at a time.

(9) Rules relati.ng to cou.ntervailing du,tg : The amount of any such su,bsi,dg shall, from time
to time, be ascertained bg the Central Government, after such inquiry as it may consider
necessary and the Central government may, bg noti.f'Lcat'Lon in the Off'Lc'Lal. ga.zette, make
rules for the identification of such article and for the assessment and collection of any
countervailing duty imposed upon the importation thereof under this section.

(10) Provisions of Customs Act, 1962 to Applg : The provisions of the Customs Act, 1962 and all
rules and regu.lati.ons made thereunder, 'anlu.di.ng but not limited to those rel.at'tng to the
date for determination of rate of du.tg, assessment, non—le\)g, short—levg, refunds, exemptions,
Lnterest, recovery, appeals, offences and pena.Lt'Les shall, as far as may be, app[g to the du.tg
chargeable under this section as they apply in relation to duties leviable under that Act or

all rules or requlations made thereunder, as the case maybe [Amended by the Finance (No.
2) Act, 2024 wef. 16-08-2024]

12. Briefly examine the nature and significance of the levy of "anti-dumping duty’,
under the Customs Tariff Act, 1975. (Nov. 1998, 6 Marks) OR What are the ways

that would constitute circumvention of anti.—d,u.mpi.ng d.u.tg i.mposed. on an article

that may warrant action bg the Central Government based on inquiry as it may
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consider necessary for purpose of Section 9A(IA) of the Custom Tariff Act, 1975.

(May 2012, 3 Marks)

Ans: Anti-dumping duty on dumped articles [Section. 9A] : The provisions relating to Levy of

anti-dumping duty are as under —

(1) Power to levg a.n.ti—d.umpi.ng d.u.tl_.] : The Central Government has the power to l.e\)l_.j anti-
dumping du.tg on d.u.mped articles. However, the amount of anti d.u.mp'mg du.tg cannot
exceed the margin of dumping.

Under the general Agreement on Ta.ri.ffs and Trade (gATI') provisions, anti-d.umping

duties higher than the margin of dumping cannot be imposed. However, a lesser duty which

is adequate to remove the injury to the domestic industry, is permissible. In India, the

Government is obl.'tged. to restrict the a.n.ti—d.u.mplng dutg to the lower of the two Le, d.u.mpi.ng

margin and the injury margin.

(2 Computation of a.n.ti.-d.u.mpi.ng duty : Anti-dumping duty is—

(L) Margin of dumping
Or
(iv) Injury margin whichever is lower.

Margin of d.u.mp'mg in relation to an article means the d.ifference between its export price

and its normal value.

Normal Value, in relation to the article, means,—

(a) Comparable domestic price of the like article, in the ord_'ma.rg course of trade when destined
for consumption in exporting country or territory, as determined in accordance with rules
made in this behalf.

(b) In circumstances where there are no sales of the like article in the domestic market of
exporting country or the sales are under circumstances which do not permit a proper
compari.son., the normal value shall be either :

(1) comparable representative price of the like article when exported. from the exporting
country/ territory to an appropriate third country as determined in accordance with
rules made in this behal.f; or

(it) cost of product'LorL of the said article in the country of origin aLong with reasonable
addition for administrative, selling and general costs, and for profits, as determined
in accordance with the rules. However, in case of import of article from a country other
than country of origin, the normal value shall be determined with reference to its price
in. country of origin.

Export Price of the article is the price of the article exported from the exporting country.
In case where there is no export price or export price is unreliable, then the export price
is determined as follows :
(a) The price at which the 'meorted. articles are f'Lrst sold to an 'Lnd.epend.ent buger; and
(b) In case there is no 'Ln.d.ependent bu.ger or such articles are not resold in the condition in
which it was 'Lm.ported, then, the price is determined in accordance with the rules made

in this beha.lf.
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Marg'm of Dumping to be determined as per records maintained bg Exporter/ Producer :
The margin of dumpi.ng in relation to an article, exported. bg an exporter or prod.u.cer,

under lnquiry under this section, shall be determined on the basis of records concerning
normal value and export price maintained, and information prov'Ld.ed., bg such exporter
or producer. However, where an exporter or producer fails to provide such records or
information, the margin of dumping for such exporter or producer shall be determined
on the basis of facts available.

Injury margin : Injury margin is the margin adequate to remove the injury to the
domestic industry.

It is the difference between the Fair Sel.L'LrLg Price [Non-Injurious Price (NIP)] due to the
Domestic Industry and the Landed Value of the dumped imports.

Fair Selli.ng Price (FSP) [Non-Injurious Price] : is that level of price, which the 'Lnd.ustrg
is, expected to have charged under normal circumstances in the Indian market during
the period defined. This price would have enabled reasonable recovery of cost of production
and profit after nullifying adverse impact of those factors of production which could
have adversely affected the company and for which dumped imports can't be held
responsible. In other words, it is the fair selling price of a product for the domestic industry,
There would be a single Non-Injurious Price for a product and not several NonInjurious
Price for the same product. — Reliance Industries Ltd. v. Designated Authority [2006]
202 ELT. 23 (SC)

Landed Value: is taken as the assessable value under the Customs Act and the
appllcable basic customs duties except CVD, SAD and specLal duties.

(3) An.ti—d.u,mpi.ng du.tg to be extended on articles i.mported bg Alter'mg form/ Description :
Where the Central Government, on such inquiry as it may consider necessary, is of the
opinion that circumvention of anti-dumping duty has taken place-

(a) either by altering the description or name or composition of the article subject to such
antidumping duty; or

(b) by import of such article in an unassembled or disassembled form; or

(c) bl_,] changi.ng the country of its origin or export; or

(d) in any other manner,
wherebg the anti.—du.mping d,utg ) i,mposed is rendered ineffective, it may extend the
anti-dumping duty to such article or an article originating in or exported from such
country, as the case may be from such date, not earlier than the date of initiation of
the inquiry, as the Central govemment may, bg not'Lf'Lcat'Lon in the Off'Lc'La.l gazette,
specify.

(4) Anti - Absorption. provisions [Section 9A(1B)] : Where the Central Government, on such
inquiry as it may consider necessary, is of the opinion that absorption of an.ti.—d,umping
d,utg has taken place wherebg the a.nti-du.mping d.utg ) 'Lm.posed is rendered 'Lneffect'we, it
may mod.ifg such du.tg to counter the effect of such absorption, from such date, not earlier
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than the date of initiation of the inquiry, as the Central government may, bg notlfi.catlon
in the Offlclal Gazette, specify.
“Absorpti.on of antl-dumpi.ng dutg” is sald to have taken pla.ce,—

(a) if there is a decrease in the export price of an article without any commensurate change
in the cost of production of such article or export price of such article to countries other
than India or resale price in India of such article imported from the exporting country
or terrltorg; or

(b) under such other circumstances as may be provlded bg rules. [Expla.na.tlon]

(5) Non—lmposltlon of a.ntl—dumpi.ng dutg [Section 9AR2A)] : Any a.ntl—dumplng dutg 'meosed
shall not apply to articles imported by a 100% export-oriented undertaking or a unit in a
special economic zone, unless—

i) Litis speclfi.callg made a.ppllcable in such notlflcatlon or to such underta.klng or unit;
or

(i) such article is either cleared as such into the domestic tariff area or used in the
ma.nufacture of any goods that are cleared into the domestic ta.rlff area, in which
case, anti-dumping dutt_,] shall be imposed on that portion of the article so cleared
or used, as was applicable when it was imported into India.

(6) Other points similar to Section 9 : The other provisions rela.t'Lng duration of levg, retrospective
levy are same as that of countervailing duty on subsided article.

13. State briefly provisions of refund on anti-dumping duty in certain cases. (Nov.

2005, 2 Marks)

Ans: The provisions of refund on a.nti.—dumpi.ng dutg in certain cases are as under —
1) Refund of a.ntl—dumpi.ng duty : Where upon determination by an officer authorised in this

beh.alf bg the Central government, an 'meorter proves to the sa.ti.sfdctlon of the Central

Government that he has pa.ld a.ntl—dumplng dutg lmposed under section 9A(1) on any

article, in excess of the actual margin of dumping in relation to such article~-

(a) the Central Government shall, as soon as may be, reduce such anti.-dumplng dutg as
is in excess of actual margin of dumping so determined, in relation to such article or
such importer, and

(b) such importer shall be entitled to refund of such excess duty,

However, the importer will not be entitled for refund of provlslonal anti,-dumpi,ng dutg
which is refundable under section 9A(2).
(2) Rules : For this purpose refund. of Anti-Dumping Duty (Paid in Excess of Actual Margin
of Dumplng) Rules, 2012 have been fra.med and relevant provisions are as under —

(a) Filing of Application and time limit : An application for refund is to be made to
Assistant Commuissioner/ Deputy Commissioner of Customs at the port of importation
in prescribed form within 3 months from date of publication of notification issued by
Central Government reducing the anti-dumping duty. In case where such duty becomes
refundable as a consequence of judgment, decree, order or direction of the Court, Appellate
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Tribunal or Authority, the application is to be filed within 3 months from the date of
such ju.d.gment, decree, order or direction.

(b) Deficiency in a.ppl'Lca.t'Lon f'Lled. bg Importer : In case of any d.ef'Lc'Len.cg in the applicati.on
f'Ll.ed. le importer, the same shall be returned to him within one month stating the
deficiencies. The importer may re-submit the application after removing the deficiencies
within one month of receipt of deficiency memo.

(c) Refu.n.d. of Claim to be made within 90 d.a.gs : If the Assistant Commi.ss'Loner/Depu.tg
Commuissioner s sa.t'Lsf'Led. that the d.u.tg is to be refu.n.d.ed, in whole or in part, he may
make an order accordingly and the amount so determined shall be refunded to the
importer within 90 dags of the receipt of the a.ppl.i.cation (or a.ppl.ica.tion. resubmitted
after rectification of deficiency), subject to doctrine of unjust enrichment.

14. Expl.a.'Ln. the situations when ant'L-su.bs'Ld.g and a.nt't-du.m.p'm.g d.u.tg cannot be

Levied?

Ans: No levy under Section 9 or Section 9A in certain cases [Section 9B]: Countervailing duty
(CVD) or Anti- d.ump'mg d_u,tg (ADD) shall not be levied in follow'mg cases under section 9B,-
() Countervailing duty and anti-dumping duty shall not be levied together on any article to

compensate for the same situation of dumping or export subsidization.

(2) The Central govern.ment shall not levy any countervailing duty or an.ti.—d.umpin.g duty on
such or like articles that enjoy exemptions from duties or taxes or refund of such duties or
taxes when meant for consumption in the country of origin or exportation.

(3) The Central Government shall not levg any cou.nterva.i,lin.g d.u,tg or anti.—d_u.mping d.u.tg on
article imported from specified countries ie. the member country of the World Trade
Organisation or from a country with whom Government of India has a most favoured
nation agreement, unless su.bsi.d.g or du.mp'mg is proved as per the rules framed in that
behalf.

(4) The Central Government may not levg any cou.ntervailing d_utg under Section 9, at any
time, upon receipt of satisfactory volunta.rg undertakings from the Government of the
exporting country or territory agreeing to eliminate or limit the subsidy or take other
measures concerning its effect, or the exporter agreeing to revise the pr'Lce of the article and
the Central Government is satisfied that the injurious effect of the subsidy is eliminated
thereby,

(5) The Central Government may not levg any a.nti.—d.u.mpi.ng d.u.tg under Section 9A at any
time, upon recei.pt of sati,sfactorg volunta.rg u.n.d.erta.ki.ng from any exporter to revise its pri.ces
or to cease exports to the area in question at dumped price and if the Central Government
is satisfied that the injurious effect of dumping is eliminated by such action.

15. What are the provisions of appeal against the order i.mposi.ng/revi.ewi.ng any anti-

subsidy duty or antidumping duty or safequard duty? (Nov. 1997)
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Ans: The provisions of appeal against the order imposing/reviewing any anti-subsidy duty or

anti-dumping or safequard duty are as under -

(1) Appeal : An appeal against the determination or review thereof shall lie to the CESTAT, in
respect of the existence, d.egree and effect of—
any subsi.d.g or dumplng in relation to import of any article; or
import of any article into India in such increased quantities and under such condition so
as to cause or threatening to cause serious injury to domestic industry requiring imposition
of safequard duty in relation to import of that article.

2) Hearing before speclal bench : This appeal shall be heard bg speclal bench constituted bg
the President of Appellate Tribunal.

(3) Time Llimit of fllln.g appeal : Every appeal shall be fi.led. within 90 dags of the date of
determination or review under appeal. The Appellate Tribunal may entertain any appeal
after the expiry of the said perlod. of 90 dags, i.f it is satlsfi.ed. that the appellant was
prevented by sufficient cause from filing the appeal in time.

(4) Fees for Appeal : The appeal shall be accompanied by a fee of 2 15,000. Every application
made before the Tribunal for grant of stay or rectification of mistake or for restoration of
appeal or application shall be accompanied by a fee of z 500.

(5) Passing of order : The Appellate Tribunal may, after giving the parties to the appeal an
opportunity of being heard, pass such orders thereon as it thinks fit, confirming, modifying
or annulling the determination or review appealed against.

(6) "Determination" or "review" means the determination or review done in such manner as
may be specified in the rules made under sections 8B, 9, 9A and 98B. [Explanation]
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mmmm) TOPIC REFERENCER

o Customs Tar[/?‘/\ct, 1975
O Interpretative Rules General Explanatory Notes and Additional Notes to Tariff Schedule
O Project Imports and Eligible Projects

CUSTOMS TARIFF ACT, 1975

1. What do you mean by Classification? What is the need for classifying
Ans: The provLsLons rel.at'LrLg to classi.f'Lcat'Lon. are discussed as under -

(1) Cl.assi.f'Lcati.on. : CLass'Lchat'Lon. of goods consists of determining the headi.ngs or su.b—head.in.gs
of the Customs Tariff under which the said goods are covered.
(2) Need for classi,ficati.on :
(@) Determination of rate of duty : The rate of duty is determinable on the basis of
classification of goods.
(b) Determination of eligibility of exemption : The classification of goods is also required to
be decided for the purpose of determining eligibility to exemptions, most of which are
with reference to the Tariff headings or sub headings.

(3) Relevant time for classif'tcati.on : Class'Lf'Lcat'Lon is done at the time of importation or
exportati.on. of good.s.

2. Write a brief note on Customs Tariff Act, 1975 and Give the five column-heading

as prescribed in the Schedule to the Customs Tariff Act, 1975. At what rate custom

duties are levied. (May 1998, 5 Marks)

Ans: The Customs Tari.ff Act, 1975 provi.des the classi,fi.cat'Lon of the goods and rates of duties of

customs. It comprises of two schedules :-

() First Schedule : In this schedule goods chargeable with import duty are listed. It is also
known as Tmport Tariff which comprises of 98 chapters grouped under 21 sections.

(a) Sections : A group of Chapters representing a part'Lcu.Lar class of goods.

(b) Chapters: Each section is divided into various chapters and sub-chapters. Each chapter
contains goods of one class.

(c) Chapter notes : Theg are mentioned at the beginni.ng of each chapter. These notes are
part of the statute and hence have the legal authority in determining the classification
of goods.

(d) Head.i.n.g : Each chapter and sub-chapter is fu.rther divided into various head.'mgs. (e)
Sub-heading : Each heading is further divided into various sub-headings.
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(2) Second Schedule : In this schedule good.s chargeable with export d.utg are listed. It is also
known as 'Export Tariff.

(3) Column Headln.gs : The five column h.ead.'mgs as prescribed in schedules to Customs Tariff
Act, 1975 are as under—

Column No. Particulars
1. Tariff Item
2 Description of the Goods
3. Unit
4 Standard Rate of duty
5 Preferential Rate of duty

(4) Rates of custom dutg : The basic customs duty are 5%, 75% and 10%. Highest rate of basic
customs d.utg is 10% for non-agrlcultural items, with some exceptions. On baggage, the
general rate of duty is 35% and no additional duty of customs is leviable on baggage.

(5) Social Welfare Surcharge (SWS) on Imports [w.e.f. 02-02-2018] : A social welfare surcharge
has been meosed on meorted. goods @ 10% of total customs duties (excludi.ng certain
duties) w.e.f. 02-02-2018.

Hence, effect'we rate of BCD =10% gen.eral rate of basic customs dutg (BCD) + SWS @ 10%
of BCD = 11%.

3. What do you understand by HSN commodity description? Discuss briefly its

relevance to the Indian Customs Tariff. (May 1996, 5 Marks) (May 1999, 3 Marks)

Ans: The provisions relating to HSN are discussed as under —

(1) Harmonised Comm.odi.tg descrlptlon and Cod.lrtg System. : Harmonised System.  of
Nomenclature (HSN) is an lnternatlonallg accepted. product cod.'mg system. formulated.
under the auspices of the C_,eneral Agreement on Tariffs and Trade (gATI'). It forms the
basis of the system of classlflcatlon in the Customs Tarlﬁc Act, 1975. It has been developed_
bg the Customs Co—operatlorl Council, Brussels.

(2) Explanatorg Notes to the HSN :

(a) Offlclal notes issued bg the Customs Co-operation Council : The Explanatorg Notes to
the HSN are the offi.cial notes issued bg the Customs Co-operation Council, Brussels.

(b) Explai.n. and clari.fg the scope of head.ln.gs of HSN : Theg explaln and clarlfg the scope
and extent of each and every headlng of the HSN, on the basis of which the present
Customs Tariff has been patterned.

(c) Do not have a legal backing-are only of persuasive value : It is to be remembered that
the Explanatorg Notes do not have legal back'mg, unlike the Ch.apter Notes and Section
Notes contained in the Tariff. Cortsequerttlg, these Explanatorg Notes are onlg of
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persuasive value and can be used as an aid to classification of goods when there is
ambiguity as to the scope of the entry.

(d) Can be resorted to onlg in case of ambigu'ttg in tariff items in Customs Tariff :

v HSN explanatory notes can be resorted to in case of ambiguity in classifying goods.

v When there is no ambiquity about the scope of the entry, the classification has to be
done as per the tariff entry itself.

(3) Judicial View : The Customs Tar'Lff is structured on the basis of Internationallg accepted.

nomenclature fou.nd. in. HSN. Hence, except where there is an express d.i.fferen.t intention
indicated bl_.j the Customs Tariff Act, 1975, the tariff Cl.a.SSi.fi.CG.ti.Ol‘L related d.'Lspu.tes must
be resolved with reference to nomenclature indicated by HSN. — CC. v. Business Forms Ltd.
THR. OL [2002] 142 ELT 18 (SQ).
In case of Camlin Ltd. v. CCEx. [2008] 230 ELT 193 (SC), the Supreme Court ruled that
when the entries in HSN and the Tariff are not aligned, reliance cannot be placed upon
HSN for the purposes of classification of goods and the Tariff classification should be
followed in such cases. It should be appreciated that since the entries under the HSN and
the entries under the said Tariff were compl.etelt_,] different in the said case, the Department
could not base its decision on the entries in the HSN.

INTERPRETATIVE  RULES, GENERAL EXPLANATORY NOTES AND
ADDITIONAL NOTES TO TARIFF SCHEDULE

4. What is the purpose of Interpretation Rule regarding Customs Tariff? Do they form.
part of the tariff schedule? (May 2006, 4 Marks) (May 2012, 3 Marks)

Ans: The Customs Tariff has a set of six rules for Interpretation of the tariff schedule and three
general explanatory notes. They help in appropriate classification of goods.

Purpose of Interpretation Rules of Tariff : The purpose of interpretation Rules of Tariff is -

v to give clear direction as to how the nomenclature in the Schedule is to be i.n.terpreted; and
v to give statutory force to the Interpretation Rules and the general explanatory notes.

The Interpretation Rules are integral part of the schedule.

5. Write a brief note with specific reference to Rule 1 of the Rules of Interpretation of the

First Schedule to Customs Tariff Act, 1975. (Nov. 2010-NS, 4 Marks)

Ans: The Customs Ta.r'Lff contains a set of six general rules, which aids in interpretation of the
Tariff Schedule. The Rule 1 of interpretation of the tariff is as under -

Section. And Chapter Titles Have No Legal Validity [Rule 1] :The titles of Sections and Chapters
are provided for ease of reference only. But for legal purposes, classification shall be determined
according to the terms of headings and any relative Section or Chapter Notes and, provided
such head.'mgs or notes do not otherwise require, according to the provisions here'LrLa.fter

contained.
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Exampie: Classification. of produ.ct : Letter ciosirig and seaiing machine. Sub-heading 8422 30
0]0) Machirierg for fil.l.i.rig, cl.osirig, seal.ing or l.abel.irig bottles, cans, boxes, bags or other

contatiners; machinerg for capsuling bottles, jars, tubes and similar containers; machinerg for
aerating beverages.

Sub-heading 8472 30 OO inter alia covers machines for closing or sealing mails.

Both the headings appear to be relevant for the product in question.

However, chapter note 2 to chapter 84 inter alia provides that Heading No. 8422 does not cover
office machinerg of Head.irig No. 8472. Th.erefore, the prod.u.ct in question will be classified. under
8472 30 OO.

6. Write a brief note on the classification of incomplete/unfinished articles with
reference to Rule 2(a) of the Interpretative Rules to the First Schedule of the Customs
Tariff. (Nov. 2011, 3 Marks) (4 Marks Nov. 2018-O5S) (May 2003, 5 Marks)

Ans - Classification Of Incomplete Or Unfinished Articles — Classification As Complete/
Finished Goods [Rule 2(A)]: Any reference in a heading to an article shall be taken to include
a reference to that article iricompl.ete or u.n.firiished, provid.ed. that, as presented, the in.compl.ete
or unfinished article has the essential character of the complete or finished article.

It shall also be taken to include a refererice to that article compiete or finished (or faiiin.g to
be ciassified. as compiete or fin.ished bg virtue of this rule), removed unassembled or
disassembled.

Only goods requiring minor adjustments can be construed as having the essential character :
Only goods requiring minor adjustments would be construed as having the essential character.
Those requiring major processes like turning, grinding, broachin.g, groove cutting, heat treatment,
surface treatment etc, cannot be construed as having the essential character of complete and
finished articles and cannot faii within the scope of rule 2(a) of the gen.erai Interpretative
Rules.

Examples:

(a) Raiiwag coaches removed without seats would still be raiiwag coaches.

(b) A car without seats would still be ciassified as car.

7. Write a brief note on the Classification of Mixtures/ Combinations of a Material/

Substance with other Materials/ Substances with reference to Rule 2(b) of the
Interpretative Rules to the First Schedule of the customsTariff.

Ans- Classification Of Mixtures/ Combinations Of A Material/ Substance With Other
Materials/ Substances - To Be Cl.assified. As That Material Or Substance [Rule 2(B)]:

Any reference in a heading to a material or substance shall be taken to include a reference to
mixtures or combinations of that material or substance with other materials or substances. Any
reference to goods of a given material or substance shall be taken to include a reference to goods

consisting whoiig or partlg of such material or substance.
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The cLa.ss'Lf'Lca.t'Lon of the good,s consisting of more than one material or substance shall be
accord.'LrLg to the pr'mc'LpI.e of Rule 3.

Examples:

(a) The term coffee will include coffee mixed with ch.'Lcorg.

(b) Natural rubber will cover a mixture of natural and sgnthet'tc rubber and rubber sheet would
cover a sheet made up of a mixture of natural and synthetic rubber.

8. Explain briefly the provisions of Rule 3 of the General Rules for the Interpretation of
the First Schedule to the Customs Tariff Act, 1975. (Nov. 2004, 4 Marks) OR

Does the maxim “Latter the Better" apply in classifying the dutiable goods? (May
2005, 3 Marks)

Ans: Rule 3 is to be applied when classification cannot be decided by Rules 1 and 2, which is
as under —

1) Classifi,cati.on when goods classi,fiable under two or more headi.ngs [Rule 3]: When bg
a.ppl'Lca.t'LorL of Rule 2(b), or for any other reason, goods are prima fac'Le class'Lf'La.ble under
two or more hea.d.in.gs, class'Lfi.ca.t'Lon effected. as foll.ows - shall be

(2) Most Specific d.escr'Lpt'Lon shall preva.i.l over C_.]enera.l. Description [Rule 3(a)]: The heading,
which prov'Ld.es the most specific description, shall be preferred. to head.i.n.gs prov'Ld.'LrLg a more
general description.

Exampl.e: Head'mg 8215 covers spoons, forks, Ladles, skimmers, fi.sh—kn'wes etc. while Hea.d_'mg
7323 covers table, kitchen or other household articles of iron and steel. In order to classify
steel forks, obvi.ou.sl.g h.eading 8215 is preferred to h.ea.di.ng 7323.

However, when two or more h.ead.'mgs each refer to on.Lg part of the materials or substances
contained in mixed or composite goods or to part only of the items in a set put up for retail
sale, those h.ea.d_'mgs are to be regard_ed as equallg specifi.c in relation to those good_s, even 'Lf
one of them gives a more complete or precise description of the goods.

In such cases the cla.ssi,fi.cation of the goods shall be determined bg Rule 3(b) or 3(c).

(3) Cl.assi.f'tca.ti.on on basis of Essential Character [Rule 3(b)] : Mixtures, composite goods
consisting of different materials or made up of different components and goods put up in
sets for retail sale, which cannot be cla.ss'Lf'Led bg reference to (a), shall be class'Lf'Led as 'Lf theg
consisted of the material or component which glves them thelr essential character, so far as
this criterion is appl.'tca.ble. This Rule will be a.ppl'LcabLe onlg on the fai.l.u.re of Rule 3(a).
Example: Hair dressi,ng sets consisting of a pair of electric hair cli.ppers (head.i.ng 8510), a
comb (heading 9615), a pair of sclssors (head'mg 8213), a brush (h.eading 9603) and a towel
of textile material (hea.d.'mg 6304) put up in a leather case (heading 4202) - cLa.ss'Lf'La.ble
in Heading 8510.

(4) Latter the Better Maxim [Rule 3(c)] : When goods cannot be classi.f'ted, bg reference to (a) or
(b) theg shall be classi.fi.ed. under the headi.n.g, which occurs last in numerical order among
those, which equ.a.ll.g merit considerations. This rule is also known as 'latter the better
maxim',
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Exampl.e: Consider the case of a conveyor belt'mg used in the colli.erg. The top lager is
vulcanised rubber as coal has a tendencg to ignite and burn on its own, the central lager
is that of textiles which gives strength. and the bottom lager is of pl.a.st'Lc which is fr'Lct'Lon

free to move on rollers. The following headings are relevant —

4010 Conveyor or transmission bel.t'mg;

5910 Transm.ission or conveyor belts or belting of textile material, whether or not reinforced
with metal or other material.

Even thou.gh each of the above hea.d.i.ngs is equ.al.ll_.j specific, bg virtue of Rule 3(c), the last
heading 5910 will be the appropriate heading for classification.

9. Explain the '‘Akin Rule' of interpretation. (May 2006, 4 Marks) (May 2012, 3 Marks)

Ans: Rule 4 of the Rules of Interpretation is Akin Rule which is as under -

Akin Rule [Rule 4]: Goods, which cannot be classified in accordance with the above rules, shall
be classified under the heading appropriate to the goods to which they are most akin.
Exa.mple: Consider plastic f'le.s used to f'Ll.ter or remove the gla.re of the su.rLl'Lght, pasted on car
glass windows, window panes etc, there is no specific entry appropriate to the goods. However,
consider the following tariff entry —

3925 30 OO, Builders' ware of pla.st'Lcs not elsewhere spec'Lf'Led. - shutters, blinds ('anlu.d.ing
Venetian blinds). Even thou,gh this is not a builders' ware of pla.sti,cs, since it is most akin to
the plastic blinds, it will appropriatelg be cl.assi.ﬁed under the above h.eadi.n.g.

10. Explain how the Packing materials will be classified as per Rule 5 of the General

Rules for the Interpretation of the First Schedule to the Customs Tariff Act, 1975.

Ans: The classification of packing materials as per Rule 5 of the General Rules for the
Interpretation of the First Schedule to the Customs Tariff Act, 1975 is as under,-

Classification of Packing materials [Rule 5]: In addition to the foregoing provisions, the
followi.n.g rules shall applt_,] in respect of the goods referred to therein,-

(a) Cl.assi.f'tca.ti.on of cases/ containers used for Packaging of goods : Camera cases, musical
instrument cases, gun cases, drawing instrument cases, necklace cases and similar
containers, speci,all.g sha.ped. or fi.tted to contain a specific article or set of articles, suitable
for long-term use and presented. with the articles for which theg are intended, shall be
class'Lfi.ed, with such articles when of a kind normallg sold therewith. This rule does not,
however, applg to containers which g'we the whole its essential character.

(b) Classification of packing materials and Packing Containers : Subject to the provisions of
(a) above, pack'mg materials and pack'mg containers presented with the goods therein shall
be classified with the goods if they are of a kind normally used for packing such goods.
However, this provision does not a.pplg when such packi.ng materials or packi.ng containers
are clearly suitable for repetitive use.
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11. Explain Rule 6 of the General Rules for the Interpretation of the First Schedule to

the Customs Tariff Act, 1975.

Ans: Rule 6 of the General Rules for the Interpretation of the First Schedule to the Customs
Tariff Act, 1975 is as under -

Only sub-headings at the same level are comparable [Rule 6]: For legal purposes, the
classification of goods in the sub-headings of a heading shall be determined according to the
terms of those sub-heading and any related sub-heading notes and, mutatis mutandis, to the
above Rules, on the understanding that only sub-headings at the same level are comparable.
For the purposes of this rule, the relative Chapter and Section Notes also a.ppl.l_.j, unless the context

otherwise requires.

12. Explain General Explanatory Notes to Tariff Schedule on system of numbering and

dashes. (3 Marks, May 2002)

Ans: The general explanatory notes are discussed as under-

(1) general Explan.atorg Note No. 1 - Relevance of S'Lngle dash [* mu -m» prime prim.e ] Double
dash [* prime prime —* prime prime ] { Triple dash ['-—-"] or Quadruple dash [* prim.e
prime -——* prime prime ]: The General Explanatory Note No. 1 outlines the scheme of
description of the b Headin.g Nos, a system. of dashes has also been adopted as under-

Where descri.pti,on of an article or group of The said article or group of articles shall be

articles is preceded by- taken to be a sub-classification of-
(@) |I™" (Si.n.gl.e dash) The article or group of articles covered bg
the said heading
(b) ||"--" (Double dash) The article or group of articles which has "-
! (sin.gle dash).
(c) " (T ri.ple dash) or "—-" (Qu.adrupl.e The immediately preceding description of
dash) article or group of articles which has "'

(s'mgle dash) or "--" (double dash).

(2) gen.eral Explanatorg Note No. 2 - Mean.'m.g of abbreviation "%" in relation to the rate of
duty : The abbreviation "%" in any column of this Schedule in relation to the rate of duty
indicates that duty on the goods to which the entry relates shall be charged on the basis
of the value of the goods as d.efined in Section 14 of the Customs Act, 1962, the d,u.tg be'mg
equal to such percentage of the value as is indicated in that column.

(3) If preferentia.l rate not spec'Lf'Led. - Standard Rate Applicable : Inany entry, if no rate of
autl_.] is shown in column (5), the rate shown under column (4) shall be applicable.

13. Briefly explain "standard unit of quantity” with reference to the First Schedule to

the Customs Tariff Act, 1975. (Nov. 2006, 3 Marks)

Ans: 'Standard Unit of Quantity' is a unit of measure. It has been prescribed in column 3 of
the First Schedule to the Tariff for each tariff item to fac'Ll'Ltate the collection, comparison and
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analysis of trade statistics. The unit of measure is indicated by abbreviations. Some
abbreviations are cc-cubic centimeter, cm-centimetre(s), g—gra.m(s), mt-Metric Tonne. An
importer/manufacturer should use single standard unit of quantity. Use of different units of
quantity for the same goods has been causing serious problems in data analysis for National

Import Data Base.

PROJECT IMPORTS AND ELIGIBLE PROJECTS

14. Write a note on "Project Imports" under the Customs Tariff Act, 1975 enumerating
the eligible projects and the minimum investment criteria, if any. (May 2000, May
2001 & 2005: 4 Marks) (May 2008, 6 Marks)
Ans: The relevant provisions are discussed as under -

(1) Need of head'mg Project Import : Setting up of a project in India may require a number of
machines and equipments to be imported. This importation may spread over a period of
time and thus assigning values and paying heavy customs duty on imported machineries
make the initial project a cumbersome and costly process. Hence, concept of 'Project Import'
has been introduced under headin.g 9801 of Customs Tariff Act, 1975.

In the GST regime, for the purpose of l.evgi.ng IGST all the imports under the project import
scheme will be classified under heading 9801 and duty shall be levied @ 18%.

(2) Scope of Project Import : Machines, instruments, apparatus and a.pplia.nces for research and
development purposes, components of raw material required for manufacture of aforesaid
items etc, utilized for initial setting up of project or substantial expansLon of the existing
project (Le. increase in installed capa.citg bl_.j more than 25%) are covered under this headi.n.g.
Spares etc. essential for maintenance of plant or a project are eligible only upto 10% of the
value of goods and can be imported under project imports.

(3) El'Lgi,ble Projects : The etigible projects are —

(a) Industrial pla.nt;
(b) Irrigation project;

(c) Power project;

(d) M'LrL'LrLg project;

(e) Oil & other mineral explora.tion project;

(f) Other projects as not'Lfi.ed, bg the Central Government.

(4) Minimum Investment : Minimum investment criteria has not been spectfi.ed.

(5) Construction equipments requi.red. for set-up/ substantial expansion are el.i.gi.bl.e for import
under Project Imports : Construction equipments, req uired for initial setting up or substantial
expansion of registered projects are eligible for import as business equipments under Tariff
Head'mg 9801. After complet'Lon of intended use of construction equipment, theg may be
transferred. to other registered. project under Tariff heading 9801, on recommendations of
sponsoring authority.
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IVRCL Where the "basic characters" of the Hot Mix plant for construction of
Infrastructure and || roads was imported while the steel structure containers required for their
Projects Ltd. v. CC | assembling was indigenously procured, the exemption available on
[2015] 319 ELT 194 || the import of the "plant’ cannot be availed as what was imported was
(SQ) "parts of the plant" and not the "plant“ in its entirety.

Statements made to Customs Officer are admissible in evidence under
section. 108 of the Customs Act, 1962 and the Court has to merel.l_.j
scrutinize whether the admissions made were voluntary.

Note:
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mmmm) TOPIC REFERENCER

Concept of Valuation and Tariff Value

O Valuation of Imported Goods : Transaction Value Related Person, Valuation in case goods
are sold to Related Persons

Adjustments for Costs and Services for Valuation of Imported Goods

© Meaning of Identical goods, Similar goods, Transaction Value of Identical goods and
Similar Goodss

Deductive Value Computed Value and Residual Method of Valuation

O Valuation of Export Goods

(U

(Y

(V)

CONCEPT OF VALUATION AND TARIFF VALUE

1. State briefly the provisions of Section 14 of the Customs Act, 1962 regarding valuation
goods for purposes of assessment. (Nov. 1999, 6 Marks) (Nov. 2000, 6 Marks)

Ans: The value of the goods (Le. 'meorted goods or export goods) is determined in accordance

with the provisions of Section 14 of the Customs Act, 1962.

() Valuation of goods [Section 14(1)] : For the purposes of the Customs Tariff Act, 1975, or any
other law for the time bein.g in force,—

v the value of the -

a) meorted good.s, and

b) export good_s,
shall be the transaction value of such goods, that is to say, the price actually paid or
payable for the goods when sold -

(a) for export to India for d.el.i.verg at the time and place of importation, or

(b) for export from India for d.eli.verg at the time and pl.a.ce of exportation,
where the buyer and seller of the goods are not related, and

v price is the sole consideration for the sale,

v subject to such other conditions as may be specified in the rules made in this behalf.

(2) Inclusions in transaction value in the case of 'meorted. good.s : The transaction value in
the case of 'meorted_ good_s shall include, in addition to the price as a.foresa.'Ld, any amount
pa.'Ld or pagable for costs and services, including commissions and brokerage, engineering,
d,es'LgrL work, rogalties and licence fees, costs of transportation to the pLace of importation,
tnsurance, load.i.ng, u.nloa.d'mg and ha.ndl'mg charges to the extent and in the manner

specified in the rules made in this behalf.
3) Scope of valuation rules : The rules made in this beh.a.l.f may prov'Ld.e for—
(a) the circumstances in which the buyer and the seller shall be deemed to be related;
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(b) the manrer of determination of value in respect of goods when there is no sale, or the
bu.ger and the seller are related, or price is not the sole consideration for the sale, or in

any other case;

(c) the manner of acceptance or rejection of value declared le the importer or exporter where
the proper officer has reason to doubt the truth or accuracy of such value, and
determination of value for the purposes of this section.

(d) the additional obli.gations of the importer in respect of any class of i.mported goods and
the checks to be exercised, 'Ln.clud'mg the circumstances and manner of exercising thereof,
as the Board may specify, where, the Board has reason to believe that the value of such
goods may not be declared truthfull.l_.j or accu.ratel.g, ha.v'LrLg regard to the trend of
declared value of such goods or any other relevant criteria.

The said provision is a measure to address the issue of undervaluation in imports and
it provides for rules to be framed by the Central Government whereby the Board can be
enabled to specify the additional obligations of the importer in respect of a class of
meorted goods whose value is not be'mg declared correctlg, the criteria of selection of such
goods, and the checks in respect of such goods. Customs (Assistance in Value Declaration
of Identified Imported Goods) Rules, 2023 [CAVR, 2023] notified.

The aspects in these rules include -

i) the processes to be followed before the Board may speci.fg a class of 'meorted goods, for
which there is a reason to believe that the value may not be declared truthfully or
accu.ra_tellj but below it, as Ldenti.fied goods.

il) the procedu.res for an importer of 'LderLti.f'Led goods, once the relevant class of goods have
been specified as identified goods by the Board. These include declaring certain aspects
while filing the bill of entry. Further, if required by the Customs Automated System, such
importer shall also fulfil the specified additional obligations, and specified checks shall
be performed so as to enable and assist the importer to demonstrate the truthfulness and
accuracy of the declared value.

iii) the specification that where the proper officer still has reasonable doubt about the truth

or accuracy of the value declared in relation to the 'Lden.ti.f'Led goods, the furth.er
proceedings shall be taken in accordance with rule 12 of the Customs Valuation
(Determination of Value of Imported goods) Rules, 2007 (CVR, 2007) onl.g.
The CAVR, 2023 can be appl'Led onlg bg follow'mg the processes referred in the rules. The
written reference must have been made to the Board which, 'Lf fou.nd suitable bg Screening
Commuittee for detailed examination, must have been comprehens'welg examined bg
Evaluation Committee which should have concluded the likelihood that the value of
the relevant class of goods may not be declared truthfullg, hav'mg regard to the trend of
the declared value or other relevant criteria. Therea.fter, the Screening Committee's
recommendation confirming the completeness of such report must have been made to
the Board. If satisfied that the recommended report should be accepted, the Board may
specify the identified goods.
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Exceptions: These rules shall not be applied to, —

] imports not 'Lrwolving d.utg;

i) goods for which tariff value has been foed bg the Board in terms of section 14(2) of
the Act;

iiL) goods which attract import dutg on spectf'Lc rate basis;

) imports made in terms of authorization or license issued under d.utg exemption
scheme of the Foreign Trade (Devel.opment and Regulation) Act, 1992 in which the
inputs 'meorted. prior to export are phgsi.ca.l.ll_.j contained in the export produ.ct;

v) imports where bLLl_.jel’ and seller are related and an investigation on rela.ti.onshi.p has
alreadg been contemplated. or fmal.i.zed;

i) Project imports;

vil) imports bg Government, Public Sector underta.ki.ngs;

vill) imports made in non-commercial quantities;

ix) goods meorted. for the purpose of re-export; or

x) imports specified by the Board.
[Not'Lf'Lca.t'LorL No. 03/2023-Cus (N.T)) dated 11.012023 read with Circular No. 01/2023-Cus
dated 11.012023]

(4) Price to be compu.ted with referen.ce to exchange rate : The 'price’ referred, under section 14(1) is
to be calculated with reference to the rate of exchange as in force on the date on which a bill
of entry is presented under section 46, or a shipp'm.g bill or bill of export is presen.ted under
section 50.

(5) Valuation of meorted. goods : Section 14(1) provides that the value of imported goods shall
also include various items of costs and services to the extent provided by the rules. Hence, the
value of 'meorted. goods shall be computed. in accordance with Section 14(1) read with the
Customs Valuation (Determination of Value of Imported_ goods) Rules, 2007 (for short
"import valuation rules”).

Rule 3 of import valuation rules provides that the value of the imported goods shall be the
transaction value adjusted in accordance with Rule 10. However, where for any reason the
transaction value cannot be determined, or, the same is not acceptabl.e for any reason, then,
the value shall be determined as per the followi.n.g methods laid down in Rules 4 to 9, which
are to be proceeded with sequentially —

(a) Transaction value of Identical goods (Rule 4)

(b) Transaction value of Similar goods (Rule 5)

(c) Deductive value (Rule 7)

(d) Computed value (Rule 8)

(e) Residual Method (Rule 9).

In all the methods of valuation given in Rules 4 to 9, adjustments for costs and services are
to be made in accordance with Rule 10(2) of the said rules.
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(6) Valuation of Export goods : The value of export goods shall be compu.ted, in accordance with
the provisions of section 14(1) read with the Customs Valuation (Determination of Value of
Export C_',oods) Rules, 2007 (for short "export valuation rules”).

Rule 3 of the export valuation rules provides that the value of export goods shall be the
transaction value. However, where for any reason the transaction value cannot be determined,

or, the same is not acceptable for any reason, then, the value shall be determined as per the
following methods laid down in Rules 4 to 6, which are to be proceeded with sequentially—
(a) Determination of value bH comparison or Comparati.ve Value (Rule 4)
(b) Computed. Value (Rule 5)
(c) Residual Method (Rule 6).
Note: In this chapter, first of all, the mode of valuation of imported goods has been
discussed and, thereafter, the mode of valuation of export goods has been taken up.

2. Explain briefly with reference to the provisions of the Customs Act, 1962 the following:

Tariff value. (May 2008, 2 Marks)
Ans: The provisions relat'mg to Tariff Value under the Customs Act, 1962 are discussed as under-

(a) Tariff value : As per Section 2(40) of the Customs Act, 1962, ‘tariff value' in relation to
any goods, means the tariff value flxed Ln respect thereof under Section 14(2).

(b) Overri.din.g effect over Section 14(1) : The provisions of Section 14(2) has been given an
overr'td'mg effect over Section 14(1).

(c) Statutory provisions : As per Section 14(2) of the Act, i.f the CBIC is sa.ti.sf'ted. that it is
necessary or exped.ient so to do, it may, bg not'Lf'Lca.ti.orL in the Off'Lc'La.L Gazette, fi.X tariff
values for any class of meorted goods or export goods, ha.vi.n.g regard. to the trend of
value of such or like goods, and where any such tar'Lff values are f'Lxed., the du.tg shall
be chargeable with reference to such tariff value.

(d) C_;oods covered : At present, tar'Lff value has been fi.xed. for some essential edible oils, brass
scrap, gold or silver etc.

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 seas. (Nov. 2002)

Ans: The relevant provisions are discussed as under -

(1) Mea.n'mg of h.'Lgh. sea transactions : Purchase on h'Lgh sea basis means that the i.mported
goods are acqu.'Lred. bg a buger from the orig'ma.l meorter while theg in the h'Lgh seas Le,

the purchase takes place before they reach India.

(2) Valuation in case of good.s purch.a.sed. on thh sea basis : In case of 'meorted goods
purchased. on high sea sales basts, the price, at which the goods are acquired bg the buger
from the or'Lg'Lnal. importer, can be the price for the d.eli.verg of such goods at the time and
place of importation and, therefore, such price would be taken to be the value of such goods.
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In case of more than one h.'Lgh sea sales, the last sale price e, the actual h'Lgh-sea.s—saLe—
contract price paid bg the last buger would be taken as the value of such good.s.

Circular No. 33/2017 Duty and IgST Lleviable on.l.g once on. price pai.d. bg f'Ln.a.l importer
dated O1-08-2017

v IGST on h'Lgh sea sale(s) transactions of 'meorted. good.s, whether one or mu.l.ti.ple, shall
be levied and collected only at the time of importation ie when the import declarations
are filed before the Customs authorities for the customs clearance purposes for the first
time. Further, value addition accruing in each such high sea sale shall form part of the
value on which IGST is collected at the time of clearance. Thus, every high sea sale would
not be reqarded as an interstate transaction so as to attract lewy of IGST.

v The importer (last bt,u_.jer in the chain) would be required to fu.rn.'Lsh. the entire chain of
documents, such as orlgi.nal Invoice, high—seas—sales—contra.ct, details of service
charges/commission paid etc, to establish a link between the first contracted price of the
goods and the last transaction. In case of a doubt regarding the truth or accuracy of the
declared value the department may reject the declared transaction value and
determination the price of the imported goods as provided in the Customs Valuation
rules.

VALUATION OF IMPORTED GOODS: TRANSACTION VALUE, RELATED
PERSON, VALUATION IN CASE GOODS ARE SOLD TO RELATED PERSONS

4. Define Place of Importation.

Ans: "Place of importation” means the customs station, where the good.s are brought for be'mg
cleared for home consumption or for be'mg removed for d.eposit in a warehouse. [Rule 2(da)]

5. What do you understand by "transaction value" of imported goods? Briefly outline
the adjustments to be made in order to arrive at such value under the Customs Act,
1962 and rules framed thereunder. (Nov. 1996, 5 Marks) OR
State the requirements to be satisfied to accept transaction value' under rule 3(2) of the
Customs Valuation (Determination of Value of Imported Goods) Rules, 2007. (May
2007, 6 Marks)
Ans: The provisions are discussed as under -
() Transaction Value [Rule 3(1)] : The value of the imported goods shall be the transaction
value adjusted in accordance with the provisions of Rule 10.
Accordi.ng to Rule 2(9), transaction value means the value referred to in Section 14(1) of the
Act. Accord'mg to Section 14(1), transaction value means the 'price actua.llg pai.d. or pa.ga.ble‘
for goods when sold for export to India for delivery at the time and place of importation

where the buger and seller of the goods are not related and price is the sole consideration
for the sale.
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"Place of importation” means the customs station, where the good.s are brought for be'mg

cleared for home consumption or for be'LrLg removed for d.epos'Lt in a warehouse. [Rule 2(da)]

(2) Conditions subject to which Transaction Value Acceptable : Accord.ing Rule 3(2), the
transaction value of the i.mported. goods, shall be accepted. as the value of such good.s subject
to fulfillment of the following conditions —

(a) No Restrictions as to d.'Lspos'Lt'Lon or use of good.s - there are no restrictions as to the
disposition or use of the goods by the buyer, other than restrictions which -

L) are 'meosed. or regu.'Lred. bg law or bg the pu.bl'Lc authorities in India; or
() limit the geographical area in which the good.s may be resold; or
(iit) do not substantially affect the value of the goods;

(b) Sale or price not subject to condition/ consideration - the sale or price is not subject to
some condition or consideration for which a value cannot be determined in respect of
the goods be'mg valued;

(c) Proceeds of su.bsegu.ent resale no part of the proceed.s of any subsequent resale, d.'Lsposal or
use of the goods bg the bu_ger will accrue dLrectLg or 'Ln.d'Lrectlg to the seller, unless an
appropriate adjustment can be made in accordance with the provisions of Rule 10; and

(d) Related person the buger and seller are not related, or where the buger and seller are
related, that transaction value is acceptable for customs purposes under the provisions of
Rule 3(3).

Note: In case transaction value cannot be determined if the above conditions are not

fulfilled. The value shall be determined proceeding sequentially as per Rule 4 to Rule 9.

3) Charges for Post Importation Activities : As per interpretative notes, activities undertaken
bg the buger on his own account, other than those, for which an adjustment is proviaed
in Rule 10, are not considered to be an indirect payment to the seller, even though they
m'Lght be regard_ed. as ben.ef'Lt to the seller. Hence, their cost shall not be added in
determining the value of imported goods. As the price actually paid or payable refers to
the pri.ce for 'meorted. goods, the cost of the activities subsequen.t to 'meortati.on are not
includible. However, these charges are to be d'Lst'Lngu'Lshed. from the pri.ce actuallg pai.d. or
payable for the value of the goods in question Le. such charges are to be shown separately
in the invoice.

The follow'mg are a few examples of such charges,—

(L) Charges for construction, erection, assemblg, maintenance or technical assistance,
undertaken after importation on 'meorted goods such as industrial plant,
m.ach'merg or equipment;

(it) The cost of transport after importation;

(iit) Duties and taxes in India.

7. Explain briefly the term Related Persons with reference to the Customs Valuation

Rules, 2007. (Nov. 2000, 4 Marks) OR
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When can the transaction value' be accepted under the Customs Act, 1962 and the

Customs Valuation Rules, 2007 even if the buyer and seller are related persons? Write
a brief note. (Nov. 2003, 5 Marks)

Ans: The relevant provisions are discussed as under -
(1) Related person.s [Rule 2(2)] : Persons shall be deemed to be ‘related’ oril.g if-
i) theg are officers or directors of one another's businesses;

il) theg are iegaiig recognised partners in business;

iiL) theg are empioger and emplogee;

i) any person directl.g or indirectl.g owns, controls or holds 5% or more of the ou.tsta.ridirig
voting stocks or shares of both of them;

v) one of them directlg or iridirectl.g controls the other;

vi) both of them are directig or iridirectig controlled bg a third person;

vil) together theg directl.g or iridirectig control a third person,; or

viit) theg are members of the same fa.mil.g.

(2) Legal persons included : The term "person” also includes legal persons. [Explanation 1]

(3) Sole agents, etc not related unless other relationship exists : A sole distributor or a sole agent
or a sole concessionaire (by whatever name called) shall be deemed to be related onlg when
he or it satisfies any of the above-mentioned criteria. [Explanation 2]

(4) Cases where transaction value to be assessable value i.f goods sold to related person :According
to Rule 3(3), even if goods are sold to related persons, the transaction value under Rule 3(1)
shall be accepted in the fol.iowing cases—

() If the examination of circumstances of the sale of imported goods indicate that the
relationship did not influence the price.

(it) Whenever the importer demonstrates that the declared value of the goods, bein.g valued
closely, approximates to one of the following values ascertained at or about the sam.e
time :

(a) transaction value of the identical or similar goods, in sales to unrelated buyers in

India;

(b) the deductive value of identical or similar goods; or

(c) the computed value of identical or similar goods.
However, in a.ppl.gi.ng values used for comparison, due account shall be taken of the
demonstrated di.fference in commercial levels, quantity levels, adjustments in accordance with
Rule 10 and cost incurred by the seller in sales in which he and the buyer are not related.
Substitute values shall not be established under the provisions of (it) above.

CCE & ST v The normal rule as provided under section 14 of the Customs Act, 1962,
Sanjivani  Non- | being that assessable value to be arrived at on basis of price actually
ferrous  Trading || paid and mentioned in Bills of Entry. In order to reject the transaction
Put. Ltd [2019] [[value, it is incumbent upon the Assessing Officer to give reasons as to
365 ELT 3 (SC) whg the transaction value declared in the Bills of Entry was beirig
rejected; to establish that the price is not the sole consideration; and to
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give the reasons supported. bl_.] material on the basis of which the Assessi.ng
Offlcer arrives at his own assessable value.

CC v. Bayer Corp. || Sole Distributorship is not the conclusive consideration for determination
Science Ltd. [2015] of 'Related person.’ when the foreign su.ppL'Ler did not, d.i.rectl.l_.j or 'Ln.d.'Lrectl.g,
324 ELT 17 (SQ) control the assessee. To establish the fact of " Related Person' the case
should fal.l in one of the clauses mentioned in Rule 2(2) of Customs
Valuation Rules, 2007. Onus was on the Department to bring evidences
to testify their claim of sales/ transaction at high price. In absence of any
such evidence on record, agreement with another importer for prior periods
cannot be relied upon as it was not contemporaneous.

ADJUSTMENTS FOR COSTS AND SERVICES FOR VALUATION OF IMPORTED
OODS

8. Enumerate the various costs and services that are to be added to the Transaction

Value' u/r 10() of the Customs Valuation (Determination of Value of Imported Goods)

Rules, 2007. (May 2002, 4 Marks)

Ans: As per Rule 10(1), while determini.n.g the transaction value, there shall be added to the price

a.ctu.a.ll.g pa.i,d, or pagable for i.mported goods,—

(a) Cost and service charges [Rule 10(1)(a)] : The follow'mg costs and services, to the extent theg
are incurred by the buyer but have not been included in the price actually paid or payable

for the imported goods -

() commission and brokerage, except buying commission;

[Buying Commission : As per interpretative notes, 'Buying commission’ means fees paid
by an importer to his agent for service of representing him abroad in purchase of goods
being valued.

(i) The Supreme Court in Hyderabad Industries Ltd. v. UOI [2000] 115 ELT 593 (SC) has
held that commission paid to canalising agent in India is not ‘buying commission
since they are independent parties]

(iil) the cost of containers which are treated as bei,ng one for customs purposes with the
goods in question Le. cost of containers i.mported. al.ong with the goods;

(v) cost of packi.ng whether for labour or materials.

(b) Apport'ton.ed. value of good.s and services supplied. bg the buger free or at concessional rate
[Rule 10(1)(b)] : The value, apportioned as appropriate of the following goods and services,
which are supplied directly or indirectly by the buyer free of charge or at reduced costs for use
in connection with the productton and sale for export of imported, goods, to the extent that
such value has not been included in the price actuallg pa'Ld. or pagabl.e, rw.melg -

(i) materials, components, parts and similar items 'Ln.corpora.ted. in the 'meorted. goods;
(it) tools, dies, moulds and similar items used in the produ.cti.on. of the 'Lm.ported goods;
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(i) materials consumed in the prod.u.ct'Lon of the 'meorted goods;
(iv) engineering, d.evelopment, art work, d.esign work, and plans and sketches undertaken

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

(c) Roga.lties and licence fees pal_.]a.bl.e as condition of sale [Rule 10(1)(c)] : Rou_.jal.ti.es and the
licence fees related to the imported goods that the buyer is required to pay, directly or
indirectly, as a condition of the sale of the goods being valued, to the extent the same is not
included in the price actually paid or payable [ royalty charges for reproduction not
includible, payment for re-distribution / re-sell'mg not includible]

(d) Su.bsequ.ent Sale Proceeds [Rule 10(1)(d)] : The value of any part of the proceeds of any
su_bsequ.en.t resale, disposal or use of the i.mported. good.s that accrues, d.'Lrectlg or i.nd.i.rectl.l_.j, to
the seller.

(e) Other payments as a condition of sale [Rule 10(1)(e)] : ALL other payments a.ctu,all.g made or
to be made as a condition of sale of the imported goods, by the buyer to the seller, or by the
bu_l_.jer to a third party to satisfy an obl.i.gat'Lon of the seller, to the extent that such payments
are not included in the price actually paid or payable.

Royalty payment for post importation process includible [Explanation] : Where the royalty,
licence fee or any other payment for a process, whether patented or otherwise, is includible
under (c) and (e) above, such charges shall be added to the price a.ctu,allg pa.'Ld. or pagable
for imported goods, even if such goods are subjected to the said process after importation of
such goods.

Additions on basis of quantifiable data [Rule 10(3)] : The additions to the price actually
paid or payable are to be made on the basis of objective and quantifiable data.

No addition except as provi.d.ed. in these Rules [Rule 10(4)] : No other addition can be made
to the price actually paid or payable except as provided under Rule 10.

9. Explain the nature and scope of royalties and license fees as per Rule 10(f)(c) in. view
of interpretative notes.

Whether the payment for post-importation process is includible in the value if the

same is related to imported goods and is a condition of the sale of the imported goods?
(Nov. 2008, 2 Marks)

Ans: The relevant provisions are discussed as under -

() Royalties and license fees payable as condition of sale - Includible [Rule 10(1)(c)]: Royalty
and License fees is added to the transaction value of the imported goods only if the
followi.ng conditions are sat'Lsf'Led,-

(a) such rogalti,es or license fees are related to the 'meorted. goods; and
(b) the buger is requ'Lred to pay the same as a condition of the sale of the goods bei.ng valued.
(2) Nature and Scope of Rogal.tg as per Interpretative Notes: Further, the interpretative notes
provides for the following:
(@) The rogalties and licence fees may include, among other th'mgs, payments in respect to
patents, trademarks and copgrights.
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(b) Royalty charges for reproduction not includible : However, the charges for the right to
reprodu.ce the 'Lm.ported good.s in the country of importation shall not be added to the

price actual.lg pa'Ld. or pa.l_.jabl.e for the 'meorted. good.s in d.etermin'mg the customs value.

(c)

Payment for re-distribution/ re-sel.l'mg not includible : Payments made bl_.j the buger for

the right to distribute or resell the imported goods shall not be added to the price actually
paid or payable for the imported goods if such payments are not a condition of the sale
for export to the country of importation of the imported goods.

3) Post-importation process [Explan.ation. to Rule 10]: Where the rogal.tg, licence fee or any other
payment for a process, whether pa.tented. or otherwise, is includible, such ch.a.rges shall be
added to the price actu.al.lt_,j paid. or pagabl.e for i.mported goods, even i.f such goods are
subjected to the said process after importation of such goods.

CC v. Steel Au.thori.tg of
India Ltd. [2020] 372
ELT 478 (SC)

Designs and drawings related to post-importation project and
project implementation activities obtained from same vendor as of
equipment and spares, would not au.tomati.cal.lg attract the
"condition" clause contained in Rule 10(1)(e) of the Valuation Rules.
Though the different components of a contract may give shape of
a turnkey project, in absence of a specific ‘condition clause' as
con.templated. in Rule 10(1)(e), value of all such items cannot be
added to arrive at the assessable value as it would go against the
provisions of Interpretative Note to Rule 3, which is part of the
Valuation Rules.

CC v. Essar Steel Ltd.
[2015] 319 ELT 202 (SQ)

Technical services for setting up and commissioning of plant is post
importation charges and cannot be added to value of plant since
customs duty is chargeable on goods by reference to value at a price
at which goods are ordinarily sold/ offered for sale at time and
place of importation in international trade.

CC (Imports) Hindalco
Industries Ltd. [2015]
320 ELT 42 (SQC)

Fees for Licence, Basic Engineering, Training and Technical Services
is neither related to import of capital goods nor is it a condition of
sale. It pertains to services that are to be provided after importation
of goods. Therefore, value of these cannot be loaded on to value of
'meorted. goods, services

CC v. Denso Kirloskar
Industries  Pvt.  Ltd.
[2015] 324 ELT 431 (SC)

Cost of technical know-how having been incurred post importation
in relation to the manufacture of machinery will not be added to
arrive at the assessable value of the components/raw material
imported for the said manufacture.

The assessee imported machinery components to manufacture air
conditioners and for the same, it entered into a technical know-
how agreement with a foreign company and paid fee as
consideration.
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It was held that the know-how fee pai.d. would not be added to
arrive at the assessable value of the 'meorted machi.nerg
components since the technical information was provided by the

foreign company after the components were imported and the plant
for the production of air conditioners was set up. Also, the said
know-how fee is related to the finished products and not the
imported components.

Commuissioner of || Where SAIL imported equipments, spares and certain basic designs
Customs (PORT), for modernisation of its plantj in view of fact that subject des[gns
Kolkata v. Steel were meant for post-importation activities and there was no
Authority of India Ltd. || condition laid down that import of equipments were to be
[2020] 16 || supplemented by post-importation work, price of designs could not
taxmann.com be included in value of imported goods:

388 (SC) SAIL entered into a contract with overseas consortia for

modernisation, expansion and modification of their plant in West
Bengal.. As per said contract, consortia were to Suppl.l_.j plant,
equipments and spares as also certain basic designs and supervisory
services. Subject designs did not relate to equipments imported and
was meant for post-importation activities and there was no
condition laid down that import of equipments were to be
supplemented by post-importation work. In view of fact that subject
designs were meant for post-importation activities and there was
no condition laid down that import of equipments were to be
supplem.ented. bg post- importation work, price of designs could not

be included in value of i.mported. good.s

10. What are the adjustments specified in Rule 10(2), which are required to be made
in price of imported goods with regard to cost of transportation, insurance, and loading,
unloading and handling charges. May 2002, 4 Marks)

Ans: Adjustments of cost of transportation, loa.d.i,ng, unloa.ding and handlin.g cha.rges and

Insurance Cha.rges [Rule 10(2)]: The value of the i.mported goods shall be the value of such

goods, for d_el'werg at the time and pla.ce of importation and shall include,-

(a) Cost of transportation, loading, unloading and handling charges : The cost of transport,
loading, unloading and handling charges associated with the delivery of the imported goods
TO the place of importation.

v Cost of transportation, loa.d.in.g, unl.oad.i.n.g and ha.nd.li,ng cha.rges is not ascertainable [First
Proviso to Rule 10(2)] : Where the cost referred. to in 10(2)(a) ie. Cost of transportation,
loading, unloading and handling charges associated with the delivery of the imported
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goods to the place of importation is not ascertainable, such cost shall be 20% of the free on
board value of the goods.

v Cost of transportation, I.oad.i.ng, u.nload.'mg and hand.l.i.ng charges when FOB value not
ascertainable but FOB value + Cost of Insurance ascertainable [Second Proviso to Rule
10(2)] : Where the FOB value of the goods is not ascertainable but the sum of FOB value
of the goods and the cost of insurance to the place of importation is ascertainable, the cost
of transportation, loading, unloading and handling charges associated with the delivery
of the imported goods to the place of importation shall be 20% of such sum ie. 20% of
[FOB Value + Cost of Insurance].

v Alr freight etc. cannot exceed 20% of FOB value of the goods [Fifth Proviso to Rule 10(2)] :
In case of importation of goods by air, even if the actual cost of transport, loading,
unloading and handling charges associated with the delivery of the imported goods to the
place of importation is ascertainable, the same shall not exceed 20% of FOB value of the
goods.

v Transhipment costs to be excluded [Sixth Proviso to Rule 10(2)] : In the case of goods
meorted. bg sea or air and trahsshipped. to another customs station in India, the cost of
insurance, transport, loading, unloading handling charges associated with such
transshipment shall be excluded.

v Ship demu.rrage charges on charted vessels, li,ghterage or barge charges - Includible
[Explanation to Rule 10(2)] : The cost of transport of the imported goods referred above
includes the sh'Lp d.emurrage charges on charted vessels, L'Lghterage or barge charges.

(b) Insurance Charges : The cost of insurance TO the place of importation.

v Cost of insurance not ascertainable [Third Proviso to Rule 10(2)] : In case the cost of
insurance to the place of importation is not ascertainable, such cost shall be 1125% of the
FOB value of the goods.

v Cost of insurance when FOB value not ascertainable but FOB value + Cost of
transportation, loading, unloading and handling charges ascertainable [Fourth Proviso to
Rule 10(2)] : Where the FOB value of the goods is not ascertainable but the sum of FOB
value of the good.s and the cost of transport, l.oad,'mg, ahload_'mg and hand,l.ing charges
associated with the delivery of the imported goods to the place of importation is
ascertainable, the cost of insurance to the place of importation shall be 1125% of such sum
Le. 1125% of [FOB Value + Cost of transport, loading unloading and handling charges
associated with the delivery of the imported goods to the place of importation].

Circular No. || CBI has explained the above amendments as under-

39/2017 Cus.|| (1) Treatment of the Load.i,ng, un.load'mg and hand.li,ng charges : The
dated Hon'ble Supreme Court had ruled in the case of M/s. Wipro Ltd. v.
26.09.2017 Assistant Collector of Customs [2015] 319 ELT 177 (SC) dated 16-04-

2015 that the land.i.ng charges to be added to the value of good.s,

should be based on actual charges incurred, and not a notional

charge of 1% as has been provided in the Rules.
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By virtue of the amendment now carried out to the CVR, 2007, the
load.'mg, u.nl.oad.'mg and hand.l.ing charges assoclated with the
delivery of the imported goods AT the place of importation, shall no
longer be added to the CIF value of the goods.

The phrase "loading unloading and handling charges” appearing in
the amended Rule 10(2)(a) is to be understood in context of Article
8(2) of the WTO Agreement which reads as "the cost of transport of
the i.mported. good.s to the port or pl.ace of importation”. Thus, on.lg
charges incurred for delivery of goods "TO" the place of importation
(such as the loadi.ng and hand.l'mg charges incurred at the load port)
shall now be includible in the transaction value.

(2) Computation of fre'Lght and insurance : Now, the 2nd and 4th
provisos to Rule 10(2) impart more clari.tg in computation of transport
and insurance charges, when actuals of each individual element are
not known, but the cumulative value of FOB and freight, or, FOB
and insurance charges are known.

(3) Treatment of tran.ssh'meent costs : In the erstwhile 4th proviso to Rule
10(2), while the tran.ssh'meent charges with respect to a container
being moved from port to an ICD and CFS were excluded from the
transaction value of the goods, there was no mention of a similar
treatment to transshipment of goods by sea or air. Now, by virtue of
the 6th proviso to Rule 10(2), costs related to transshipment of good.s
(from ports to ICDs; port to port, port to CFS, Airport to Airport etc)
within India will be excluded, prode.Lng un.iform treatment to

diﬁerent modes of transshipmen.t.

Chart showing the determination of assessable value after adjustments under rule 10 :

Particulars Amount

FOB Price (Free on Board) XXX
Add: Charges for costs and services as per Rule 10(1) (Excluding charges for | xx

Post-importation Activities)

Customs FOB XX
Add: The following adjustments [(a) and(b)] under Rule 10(2)—
(@) Actual cost of transport, load.'mg, u.nload'mg and hand_l'mg charges xxx
associated with the delivery of the imported goods to the place of
importation (In case of air it cannot exceed 20% of Customs FOB value

of goods)
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If not ascertainable - 20% of the Customs FOB value of goods. In case
Customs FOB value (s also not ascertainable then it will be 20% of ||
[Customs FOB value + Cost of Insurance]
(b) Actual Cost of tnsurance

If not ascertainable — 1125% of the Customs FOB value of goods. In
case Customs FOB value (s also not ascertainable then it will be 1125%
of [Customs FOB value + Cost of transport, [oad[n_q, un[oad[n_q and
handling charges]

CIF value (Customs FOB value + cost of transport + cost of tnsurance) belng Xxxx
Assessable Value for the Purpose of ca.lcula.tlng duties of custom

MEANING OF IDENTICAL GOODS, SIMILAR GOODS, TRANSACTION VALUE
OF IDENTICAL GOODS AND SIMILAR GOODS

11 Explain the meaning of - (i) Identical goods; (ii) Similar goods. (May 2000, 2

Marks) (May 2002, 4 Marks) (Nov. 2002, 3 Marks) (May 2006, 3 + 3 = 6 Marks)

Ans: The aforesaid points have been discussed below-
() "Identical goods" means imported goods-

(a) which are samein all respects, 'anludlng phgslcal characteristics, qualitt_,] and reputation
as the goods being valued except for minor differences in appearance that do not affect
the value of goods;

(b) produced in the country in which the goods belng valued were produced; and

(c) produced bg the same person. who produced the goods, or where no such goods are
available, goods produced bg a d'LffererLt person,
but shall not include meorted goods where engineering, development work, art work,
des'Lgn. work, plarL or sketch undertaken in India were completed dlrectlg or 'Lndirectlg
by the buyer on these imported goods free of charge or at a reduced cost for use in
connection with the productlon and sale for export of these i.mported goods. [Rule 2(1)(d)]

(2) “Similar goods" means i.mported goods,—

(a) which although not alike in all respects, have like characteristics and like component
materials which enable them to perform the same functions and to be commercially
lnterchangeable with the goods belng valued havlng rega.rd to the qualltg, reputation
and the existence of trade mark;

(b) produced in the country in which the goods belng valued were produced; and

(c) produced bg the same person who produced the goods belng valued, or where no such
goods are available, goods produced bg a dlfferent person,
but shall not include 'meorted goods where engineering, development work, art work,
deslgn work, pla.n or sketch undertaken in India were completed dlrectlg or i.ndi.rectlg
by the buyer on these imported goods free of charge or at a reduced cost for use in
connection with the productlon and sale for export of these i.mported goods. [Rule 2(1)(f)]
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12. Explain the provisions of Rule 4 of the Customs Valuation (Determination of Value
of Imported Goods) Rules, 2007 which deals with determination of transaction value
of identical goods. Explain whether the costs and services as given in Rule 10 of the
Customs Valuation (Determination of Value of Imported Goods) Rules, 2007 are to

be added to the value of the identical goods or similar imported goods under Rule 4

respectively. (May 2004, 3 Marks) & 5

Ans: The provisions of Rule 4 of the Customs Valuation (Determination of Value of Imported
goods) Rules, 2007 which deals with determination of transaction value of identical goods
are as follows -

() Transaction value of identical goods : If the value of imported goods cannot be determined
as per Rule 3 of Customs Valuation (Determination of Value of Imported. goods) Rules,
2007, then, the value th.ereof shall be the transaction value of the identical goods sold for
export to India and imported at or about the same time as the goods being valued.

(2) Value of goods provisi,onal.lg assessed not to be taken : Such transaction value shall not be
the value of the goods provisionally assessed under Section 18 of the Customs Act, 1962.

3) C_.]ood.s at same commercial or quantity level to be taken for valuation : In a.ppl.l_.jlng this

rule, the transaction value of identical goods in a sale at the same commercial level and
in su.bstant'tall.l_.j the same quantity as the goods bei.n.g valued, shall be used to determine
the value of imported goods.

(4) Adjustments for differences in commercial or quantity levels : In case any of the above
conditions is not fulfilled,, transaction value in a sale of identical goods that takes pla.ce
under any one of the following three circumstances may be used:

(a) sale at the same commercial Level but in different quantities;

(b) sale at a different commercial level but in substantially the same quantities; or

(c) sale at a d.i.fferent commercial level and in d_ifferent quantities.

(d) Having found_ a sale under any one of these three conditions adjustments will then be
made, as the case may be, for :

v quantity factorg only;

v commercial level factors only; or

v both commercial level and quantity factory.

(5) Adjustment for costs and services as referred. in Rule 10(2) : Where the costs and charges
refer to in Rule 10(2) ie. cost of transport, landing charges and insurance cha.rges, are
included in the transaction value of identical goods and it is fou,nd, that, there are
significant differences in such costs and charges between the goods being valued and the
identical goods in question, arising from the differences in distances and means of
transport, adjustments shall be made to account for the same.

(6) More than one value is foun.d. - Lowest value shall be used : If more than one transaction
value of identical goods is fou.nd, the Lowest of such value shall be used to determine the
value of the imported goods.
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[Valuation of similar goods under Rule 5 : The above principles of valuation on basis of
identical goods equally applies to similar goods which is covered in Rule 5]

DEDUCTIVE VALUE, COMPUTED VALUE AND RESIDUAL METHOD OF

VALUATION

Determination of value where value cannot be determined under Rules 3 to 5 [Rule 6]: If the
value of 'meorted. goods cannot be determined under the provisions of rules 3 to 5, then the
value shall be determined under provisions of Rule 7 (Deductive Value) or, when the value
cannot be determined under rule 7, under rule 8 (Computed Value). However, at the request of
the importer, and with the approval of the proper officer, the order of application of Rules 7 and
8 shall be reversed.

13. What do you understand by Deductive value? How is it applied for customs

valuation?
Ans : The provisions are discussed as under —

() Deductive Value : If the value of imported goods cannot be determined as per provisions of
Rule 4 and Rule 5, then value is to be determined as per Rule 7 ie. deductive value.
Deductive value is the unit price at which imported goods or identical goods or similar
'meorted. good.s are sold in the greatest aggregate quantity, to persons who are not related
to the sellers in India at the time when declaration for value is presented, after making the
following deductions from unit price
(a) either the commission usually paid or agreed to be paid or the additions usually made

for profits and general expenses in connection with sales in India of imported goods of

the same class or kind,;
(b) the usual costs of transport and insurance and associated cost incurred within India;
(c) the customs duties and other taxes pa.ga.ble in India bg reason of importation or sale
of the goods.

(2) goods not sold at or about the same time of importation : If neither the 'meorted goods
nor identical nor similar imported goods are sold at or about the same time of importation
of the goods bei.ng valued, then the value of i.mported goods shall be based on the unit price
at which the i,mported goods or identical or similar 'meorted goods are sold in India, at
the earliest date after importation but before the expiry of 90 days after such importation.

(3) Due allowance of value addition i.f good.s are sold after fu.rth.er processing : If neither the
imported goods nor identical nor similar imported goods are sold in India in the condition
as 'meorted, then, the value shall be based on the unit price at which the 'meorted goods,
after further processing, are sold in the greatest aggregate quantity to person who are not
related to the seller in India. In such determination, deduction shall be made for the value
added bg processing, besides the above deductions.
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14. Briefly explain the following with reference to the Customs (Determination of Value

of Imported Goods) Rules, 2007: Goods of the same class or kind. (Nov. 2009 3 Marks)

Ans: "goods of the same class or kind" means -

()  imported goods that are within a group or range of imported goods produced by a
particu.lar 'md.u.strg or industrial sector; and

(il) includes identical goods or similar goods. [Rule 2(c)]
This expression has been used in Rule 7 and Rule 8 of the Customs Valuation
(Determination of Value of Imported. C_,oods) Rules, 2007.

15. Briefly explain the following with reference to the Customs (Determination of Value

of Imported Goods) Rules, 2007: Computed value. (Nov. 2009 3 Marks)

Ans: Computed Value [Rule 8]: As per Rule 2(1)(a) of the said rules, compu.ted. value means the

value of 8

As per Rule 8, subject to the provisions of Rule 3, the value of i.mported. good.s shall be based on

a computed value, which shall consist of the sum of -

(a) the cost or value of materials and fabri.cat'ton or other processing emploged. in produ,c'mg
the 'meorted_ goods;

(b) an amount for profit and general expenses equal to that usually reflected in sales of goods
of the same class or kind as the good.s bei.ng valued, which are made bl_.j producers in the
country of exportation for export to India;

(c) the cost or value of all other expenses under Rule 10(2).

C_;oods of the same class or kind", means -

(L) 'meorted. good_s that are within a group or range of 'meorted. goods produced bg a

pa.rt'Lcu.l.ar industry or industrial sector; and

(it)  includes identical goods or similar goods [Rule 2(c)]

this expression has been used in Rule 7 and Rule 8 of the customs valuation (determination of

'meorted. good_s) Rules , 2007

16. Write a brief note on the residual method' of determination of value of imported
goods under the Customs Valuation (Determination of Value of Imported 4 Marks)
(May 2006, 6 Marks) (Nov. 2009 (NS), 2 Marks) Goods) Rules, 2007. (May 1998, 3
Marks) (Nov. 2000,

Ans: The residual method of valuation of imported goods is as under -

() Residual method of valuation [Rule 9(1)] : According to residual method, value is to be
determined using reasonable means consistent with the principles and general provisions
of these Rules and Section 14 and the data available.

However, the value so determined shall not exceed the price at which such or like goods are
ordinarily sold or offered for sale for delivery at the time and place of importation in the
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course of international trade, when the seller or buyer has no interest in the business of
other and price is the sole consideration for the sale or offer for sale.
(2) Basis on which value cannot be determined under this Rule [Rule 9(2)] : The foll.ow'mg

shall not be considered in d.eterm'Ln.'Ln.g the value under this method,—

i) the sell'mg price in India of the goods produced in India;

(i) a system. which provides for the acceptance for customs purposes of the thhest of the

two alternative values;
(i) the price of goods on the domestic market of the country of exportation;
(lv) the cost of prod.u.cti.on. other than the compu.ted. value of identical good.s or similar

goods as determined in Rule 8;
(v) the price of the goods for the export to a country other than India;
(vi) minimum customs values;
(vit) a.rbitra.rg or f'Lct'Lt'Lous values.

3) Interpretative Notes : As per interpretative notes to Rule 9 -
(a) Value of 'meorted_ goods determined under the provisions of Rule 9 should to the greatest
extent poss'Lble, be based on prev'Lou.sl.l_.j determined customs values.
(b) The methods of valuation to be emploged under Rule 9 may be those laid down in
Rules 3 to 8, inclusive, but a reasonable flexi.bi.l'Ltl_.j in the appl.i.cat'Lon of such methods
would be in conformity with the aims and provisions of Rule 9.

17. Write short notes on the following - Declarations to be furnished by the importer

under Rule 1.

Ans: Declaration to be furnished by importer [Rule 11]:
(1) The Lmporter or his agent shall furnish,—

(@) a declaration disclosing full and accurate details relating to the value of 'Lm.ported.
goods; and
(b) any other statement, 'Ln.formati.on or document as considered necessary bg the proper
officer for determination of the value of imported goods under these rules. The said
statement, information or document includes an invoice of the manufacturer or producer
of the 'meorted goods, where the good,s are 'meorted. from or through. a person other
than the manufacturer or producer.
(2) The Customs officer has the power to satisfy hi.mself as to the truth or accuracy of any
statement, information, document or declaration presented for valuation purposes.
(3) The provisions of the Customs Act, 1962 relati.ng to confiscation, penal.tg and prosecution
shall apply to cases where wrong declaration, information, statement or documents are
furnished under these rules.

18. Write short notes on the following: Rejection of declared value by the customs officer

under Rule 12 OR Explain briefly with respect to the provisions of the Customs
Valuation (Determination of Value of Imported Goods) Rules, 2007 the chief reasons
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for which the proper officer could raise doubts on the truth or accuracy of the declared

value. (4 Marks, May 2015)

Ans: Rejection of declared value by customs officer [Rule 12]:

(1) Proper officers power to call for Necessary Information : When the proper officer has reason
to doubt the truth or accuracy of the value declared in relation to any 'meorted goods, he
may ask the importer of such goods to furnish further information including documents
or other evidence.

If, after receiving such further information, or in the absence of a response of such importer,

the proper officer still has reasonable doubt about the truth or accuracy of the value so

declared, then it shall be deemed that the value of such 'meorted goods cannot be

determined under the provisions of Rule 3(1).

(2) Reasons to be Intimated to Importer : On importer's request, the proper off'Lcer shall intimate
the importer, in writing, the grounds for doubting the truth or accuracy of the value declared
in relation to goods imported by such importer and provide a reasonable opportunity of
bei.n.g heard, before tak'mg a f'Ln.a.l. decision.

(3) Other provisions [Explanation to Rule 12] :

(@) This rule by itself does not provide a method for determination of value, it provides a
mechanism and procedure for rejection of declared value in case where there is
reasonable doubt that the declared value does not represent the transaction value; where
the declared value is rejected, the value shall be determined by proceeding sequentially
in accordance with Rules 4 to 9.

(b) The declared value shall be accepted where the proper officer is satisfied about the truth
and accuracy of the declared value after the said enquiry in consultation with the
importer.

() Reasons for which doubt may be raised on truth or accuracy of value : The proper officer
shall have the power to raise doubts on the truth or accuracy of the declared value
based on certain reasons, which may include the—

L 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

(it) sale involves an abnormal discount or abnormal reduction from the ordi.narg
competi.ti.ve pr'Lce;

(iit) sale tnvolves spec'La.l discounts limited to exclusive agents;

(iv) mis-declaration of goods in parameters such as description, quaL'Ltg, quantity,
country of origin, year of manufacture or prod.uct'LorL;

(vy non declaration of parameters such as brand, grade, specifications that have
relevance to value;

(i) frau.dulent or manipul.ated. documents

VALUATION OF EXPORT GOODS
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19. Briefly explain the following with reference to the Customs (Determination of Value

of Export Goods) Rules, 2007: Transaction value.
Ans: Determination of the method of valuation [Bule 3]:
(1) Transaction value [Rule 3(1)] : The value of the export goods shall be the transaction value.

However, such transaction value is subject to the provisions of Rule 8 ie. the proper officer
has a right to reject such transaction value.
Accord.ing to Section 14(1), transaction value means the ‘price actuall.g pa.'Ld. or pagabl.e' for
goods when sold for export from India for d.el'werg at the time and pl.a.ce of exportation,
where the bu.l_.jer and seller of the good.s are not related, and price is the sole consideration
for the sale.
(2) Valuation in case of related persons : The transaction value shall be accepted. even where
the bu.ger and seller are related, provided. that the rela.t'Lonsh'Lp has not 'Lnfluenced the price.
(3) Valuation when transaction value not acceptable : In case the transaction cannot be
determined, then the value shall be determined proceedi.n.g sequentia.l.l.l_.j th.rou.gh. Rules 4 to
6.

20. Briefly explain the following with reference to the Customs (Determination Rules,

2007: Determination of export value by comparison. on of value of Export Good
Ans-Determination of export value by comparison [Rule 4]:

(1) The value of the export goods shall be based on the transaction value of "qoods of like kind
and quality” exported at or about the same time to other buyers in the same destination
country of i.mportation. or, in its absence, another destination country of 'meorta.t'Lon,
adjusted in accordance with provisions given below.

(2) Adjustments to be made : In determining the value of export goods as above the proper
officer shall make such adjustments as appear to him reasonable, takin.g into consideration
the relevant factors, i.nclu.dlng -

(a) d.i.fference in the dates of exportation

(b) d.i.fference in commercial levels and quantity Levels,

(c) d.ifference in. composition, qu,alitg and d.es'tgn between the good.s to be assessed and the
goods with which theg are be'mg compared,

(d) d.ifference in domestic freight and insurance cha.rges d.epend.i.ng on pla.ce of exportation.

21. Briefly explain the following with reference to the Customs (Determination of Value

of Export Goods) Rules, 2007: Computed value. (Nov. 2009 3 Marks)
Ans: Computed value [Rule 5]: If the value cannot be determined under Rule 4, it shall be
based on a computed. value, which shall include the followi.ng:

(a) Cost of produ.cti.on, manufacture or processing of export goods;

(b) Charges, 'Lf any, for the design or brand;

() An amount towards prof'Lt.
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22. Write a brief note on the residual method' of determination of value of export goods

under the Customs (Determination of Value of Export Goods) Rules, 2007.

Ans: Residual method [Rule 6]: Where the value of the export goods cannot be determined under
the provisions of Rules 4 and 5, the value shall be determined using reasonable means consistent
with the pr'LrLc'Lpl.es and general. provisions of these rules. However, local market price of the export
goods may not be the only basis for determining the value of export goods.

23. Write a short note on the declaration by the exporter and rejection of declared value

provided in Rules 7 and 8 of the Customs Export Valuation Rules, 2007.

Ans: The provisions of Rule 7 and 8 of the Customs Export Valuation Rules, 2007 are as fol.lows

() Declaration by the exporter [Rule 7] : The exporter shall furnish a declaration relating to
the value of export goods in the manner specified in this behalf.

(2) Rejection of declared value [Rule 8] :

(a) When the proper off'Lcer has reason to doubt the truth or accuracy of the value declared
in relation to any export goods, he may ask the exporter of such goods to furnish further
information including documents or other evidence and if, after receiving such further
information, or in the absence of a response of such exporter, the proper officer still has
reasonable doubt about the truth or accuracy of the value so declared, the transaction
value shall be deemed to have not been determined in accordance with Rule 3.

(b) At the request of an exporter, the proper off'Lcer shall intimate the exporter in writing the
ground for doubting the truth or accuracy of the value declared in relation to the export
goods bg such exporter and provi,de a reasonable opportunity of be'mg heard, before ta.ki,ng
a final decision.

Other provisions [Explanation to Rule 8] :

L) This rule by itself does not provi.de a method for determination of value, it prodees a
mechanism and procedure for rejection of declared value, in case, where there is
reasonable doubt that the declared value does not represent the transaction value, where
the declared value is rejected, the value shall be determined bg proceed'mg sequ.enti.alll_.]
in accordance with Rules 4 to 6.

(it) The declared value shall be accepted where the proper off'Lcer is sat'Lsf'Led about the truth
or accuracy of the declared value after the said enquiry in consultation with the
exporter.

(i) Reasons for which doubts may be raised : The proper officer shall have the power to
raise doubts on the declared value based on certain reasons, which may include,—

(a) s'Lgn'Lf'Lcant variation in value at which goods of like kind and qu.a.litg, exported
at or about the same time in comparable quantities in a comparable commercial
transaction, were assessed.

(b) the si.gni,fi.ca.ntlg hi.gher value compa.red to the market value of goods of like kind
and quality at the time of export.
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() the mis-declaration of goods in parameters such as d.escr'Lpt'Lon, qual.itg, quantity,
year of manufacture or production.

24, Briefly explain the methodology for calculation of export duty after the introduction
of the transaction value' concept under section 14 of the Customs Act, 1962. (May 2010,
4 Marks)

Ans: With effect from O1-01-20009, for the purpose of calculation of export dutg, the transaction
value, that is to say the price a.ctua.l.ll_.j paid or pagable for the goods for d.el.'werg at the time
and place of exportation under Section 14, shall be the FOB price and the export duty shall be
charged as a percentage of FOB price.

In case the transaction is on CIF basis, the FOB price may be deduced from the CIF value and
then the export duty may be calculated as percentage of such FOB price.

For example: If FOB price is 15 lakhs and export d.utlj is 10%, then the transaction value for the

purposes of computation of export d.u.tl_.j shall bez 15 lakhs and export d.u.tl_.j leviable there on
shall be 10% of 2 15 lakhs = 3150,000.

Note
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Provisions Relat[n._q to Conveyances Carrying Imported goods or Export goods
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Flow Pattern of Export
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Procedure for Clearance of Export Good's

Payments Through Electronic Cash Ledger

Transit and Transhipment of Good's

Provisions Relating to Baggage

Baggage Rules, 2016

Goods Imported or Exported by Post/Courier Stores
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FLOW PATTERN OF IMPORT

1. Briefly describe the flow pattern. of import. OR Explain briefly the procedure for
assessment and clearance of imported goods through a Customs Sea Port under the
Customs Act, 1962. (May 1999, 8 Marks) (Nov. 2001, 6 Marks)

Ans: Flow pattern of import: The flow pattern of import is as given herein below,-

(i) The person—in—charge of the vessel or a.ircra.ft or any other person n.ot'Lf'Led bg Central
Government calls on the port and files the arrival report with the Customs Authorities.

(it) The Customs Authorities check the documents, grant entry inwards to the vessel, assign
an Import gen.eral. Manifest (IgM) number to the manifest, and permit the master of
the vessel to land and unload the carqgo.

(iil) The vessel d_'Lscha.rges the cargo into the cu.stod.g of the Port Trust Authorities, or any
other authority appointed in the particular port to receive the carqgo.

(iv) The 'Lm.porter of the goods delivers the negotiable bill of lad'mg recelved from the sh'Lpper
of the goods to the master or the steamer agent of the vessel and obtains the delivery
order.

(v) The importer, makes self assessment and thereafter, presents a bill of entry in prescri.bed
form electronically for clearance of the goods for home-consumption or warehousing

(vi) In case bill of entry for home consumption is presented. and proper self assessment made
by importer, the Proper Officer shall make an order of clearance of goods for hom.e
consumption only after he is satisfied that such goods are not prohibited goods and
import duty has been paid.
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(vit) In case bill of entry for warehousing is presented, the importer has to execute tr'Lple d.utg
bond, and on such execution an order for d.eposi.t of goods in warehouse shall be made
by Proper Officer.

(viit) On showing the customs clearances to Port Trust Authorities or any other Custodian
of the cargo, the importer takes delivery of the cargo for home consumption or for deposit

in the warehouse.

(ix) For removal of good.s from warehouse, the importer f'Lles the 'ex-bond bill of entry' for
clearance of warehoused good.s. Under this bill of entry, du.tg will be assessed again in
terms of Section 15(1)(b) of Customs Act, 1962.

(x) After payment of customs d.u.tt_,] so re-determined and other cha.rges pagable to the
warehouse keeper including rent and interest, the goods are removed for home
consumption.

PROVISIONS RELATING TO CONVEUYANCES CARRUING IMPORTED GOODS
OR EXPORT GOODS

2. Explain the obligation cast on person-in-charge on arrival of vessels or aircrafts in
India under section 29 of the Customs Act, 1962. (Nov. 2008, 5 Marks) OR An

aircraft was compelled to land at a place other than customs airport due to stress
of weather. What are the statutory obligations cast on person-in-charge of the

in such a situation? (Nov. 1997, 5 Marks)

Ans: Arrival of vessels and aircrafts in India [Section 29]: The relevant provisions are as under:
(1) Person in charge to call/ land conveyance at Custom port/Airport [Section. 29(1)] : The

personin-charge of a vessel or an aircraft entering India from any place outside India shall

not cause or permit the vessel or aircraft to call or land -

(a) for the f'Lrst time a.fter arrival in India; or

(b) at any time while it is carrying passengers or cargo brought in that vessel or a.ircra.ft;

(c) at any place other than a customs port or a customs airport as the case may be, unless
perm.itted by the Board.

(2) Emergency la.n.d.i.n.g of conveyance — Other than Custom port/ Airport [Section 29(2)] : The
above provisions shall not apply in relation to any vessel or aircraft which is compelled by
accident, stress of weather or other unavoidable cause to call or land at a place other than
a customs port or customs airport but the person-i,n—charge of any such vessel or aircraft-

(a) shall 'meediatel.g report the arrival of the vessel or the l.a.ndi,ng of the aircraft to the
nearest Customs Officer or the officer-in-charge of a police station and, shall on demand,
produce to him the log book belong'mg to the vessel or the a.'chra.ft;

(b) shall not without the consent of any such off'Lcer permit any goods carried in the vessel
or the aircraft to be unloaded from, or any of the crew or passengers to d.epa.rt from the
vicinity of, the vessel or the aircraft ; and
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(c) shall complg with any directions given bg any such off'Lcer with respect to any such
goods,

and no passenger or member of the crew shall, without the consent of any such officer, leave
the immed.iate vicinity of the vessel or the aircraft.
Passengers or crew members may leave the Place for Health or Safety Purposes : However, nothing
in this section shall prohibit the departure of any crew or passengers from the vicinity of, or the
removal of goods from, the vessel or aircraft where the departure or removal is necessary for
reasons of health, safety or the preservation of |.'Lfe or property.

3. Write a short note on. Import General Manifest. (May 1996 & 2003: 3 Marks)

(May 2004, 5 Marks) Explain Import Report. (Nov. 2008, 2 Marks)
Ans: Delivery of arrival manifest or import manifest or import report [Section 30]:

(1) Arrival Manifest or Import ma.nifest/ report : Accord.'mg to Section 2(24) of the Customs Act,
1962, "arrival manifest or import manifest’ or "import report” means the manifest or report
as required. to be delivered under section 30 of the Customs Act, 1962.

(2) Persons required to furnish the arrival manifest/ import manifest/ import report : The persons
in charge of conveyance carrying imported goods or export goods has to present arrival
man'Lfest or import manifest (in case of vessel or a.i.rcra.ft) or import report (in case of vehicle)
in such form and manner as may be prescribed. The Central Government can specify other
persons who can furnish arrival manifest or import manifest in case of vessel or aircraft.

(3) Time limit for presentation of arrival manifest/import manifest or import report : The arrival
manifest or import manifest or import report has to be delivered within the following time
limits,—

(a) In case of Vessel/ Ai.rcraft : Electronicallg prior to the arrival of the vessel or aircraft at
customs station.

(b) In case of Vehicle : Within twelve hours after its arrival in the customs station.
Electronic filing not feasible — Filing in Other Manner : The Principal Commuissioner or
Comm.issioner of Customs may, in cases where it is not feasible to deliver arrival
manifest or import manifest by presenting electronically, allow the same to be delivered
in any other manner.

(4) Pen.a.ltg for non f'Ll'Ln.g the arrival ma.n'Lfest/ import mani.fest/ report within time limit -
Not exceedi.ng 2 50,000 : In case the arrival mani.fest or import man'Lfest or import report
is not presented within specified time limit, and if the proper officer is satisfied that there
was no su.ff'Lc'Lent cause for d_elag in f'Ll'Lng arrival ma.n.i.fest or import report/manifest, then
the person—'m—charge or any other person spec'Lf'Led above who caused such delag, shall be
liable to a perw.[tg not exceed.'m.g 2 50,000.

(5) Arrival ma.n'Lfest/ Import manifest/ report can be amended or supplemented. : If the proper
officer is satisfied that the arrival manifest or import manifest/report is incorrect or
incomplete and there was no fraudulent intention, he may permit it to be amended or
supplemented.
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(6) Declaration as to truth of contents : The person d.el.'wer'mg the arrival man'tfest or import
manifest or import report shall at the foot thereof make and subscribe to a declaration as
to the truth of its contents.

4. Explain the provisions relating i i 1 passender and crew.

Ans: Passenger and crew arrival manifest and passenger name record information [Section

30A]: The person-incharge of a conveyance that enters India from any place outside India or

any other person as may be specified by the Central Government by notification in the Official

Gazette, shall deliver to the proper officer—

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

(i) the passenger nam.e record 'Ln.forma.t'Lon of arriving passengers, in such form, containing
such particulars, in such manner and within such time, as may be prescribed.

Pen.a.l.tl_.j for non fi.ling of manifest within time limit - Not exceeding 250,000 [Section 30A(2)]:

Where the passenger and crew arrival manifest or the passenger name record information or

any part thereof is not delivered to the proper officer within the prescribed time and if the proper

officer is satisfied that there was no sufficient cause for such delay, the person-in-charge or the

other person referred. to in Section 30A(1) shall be liable to such pena.l.tg, not exceeding 250,000,

as may be prescribed.

Passenger name record information [Section 2(30B)] : It means the records prepared by an

operator of any aircraft or vessel or vehicle or his authorised agent for each journey booked by

or on behalf of any passenger.

5. Write short notes on -

(1) Entry Inwards. (Ma.g 1996, 2 Marks) (Ma.g 2014, 1%, Marks)
(it) Boat Note. (N\ag 1997, 21, Marks) (Ma.g 2006, 2 Marks)
Ans : The relevant provisions are as under ) Imported
() Imported Goods Not To Be Unloaded From Vessel Until Entry Inwards Granted [Section 31]:
(a) The master of a vessel shall not permit the unload'mg of any 'meorted. goods until an
order has been given by the proper officer granting entry inwards to such vessel.
(b) No order shall be given until an arrival manifest or import manifest has been delivered
or the proper officer is satisfied that there was sufficient cause for not delivering it.
(c) The provisions of this section shall not applg to the u.nloa.d,'mg of baggage accompanying
a passenger or a member of the crew, mail bags, animals, perishable goods and hazardous
goods.
Date of entry inward : For the purpose of Section 15(1)(a) of the Customs Act, 1962, the date
of entry inward is the date recorded in the Customs register and not the date of actual
entry of the vessel as has been judiciallg decided in Bharat Surfactants (Pvt) Ltd. v. UOI
[1989] 43 ELT 189 (SC).
(2) Boat Note (Or Restrictions On goods Being Water Borne) [Section 35]:
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In case the vessel arriving at the port does not get a berth, then, the import cargo is taken
from the Sl’Li.P to the shore and the export carqo is taken from the shore to the Sh.i.P, in boats.
No imported goods shall be water-borne for being landed from any vessel and no export
goods which are not accompanied le a sh.'Lppi.ng bill, shall be water borne for being shipped
unless the goods are accompanied by a boat-note in prescribed form.

Exemption from boat note : The Board may give general permission, and the proper officer
may in any particular case give special permission, for any goods or any class of goods to be
water-borne without being accompanied by a boat-note.

Ans: The other provisions relati.ng to conveyances carrying i,mported, goods are as follows,—

(1) Imported goods not to be unloaded unless mentioned in arrival ma.n.'tfest or import
manifest or import report [Section 32] : No imported goods required to be mentioned under
the regu.l.a.ti.ons in an arrival m.a.rL'Lfest or import man'Lfest or import report shall, except with

the permission of the proper ofcher, be unloaded at any customs station unless th.el_.j are
specified in such manifest or report for being unloaded at that customs station.

(2) U.n.load.ing and loading of goods at a.pproved places onlg [Section 33] : Except with the
permission of the proper officer, no imported goods shall be unloaded, and no export goods
shall be loaded, at any place other than a place approved u/s 8(a) for the unloading or
loading of such goods.

(3) Goods not to be unloaded or loaded except under supervision of customs officer [Section 34]:
Imported. good.s shall not be unloaded from, and export good.s shall not be loaded on, any
conveyance except under the supervision of the proper officer.

The Board may, by notification in the Official Gazette, give general permission and the
proper officer may in any particular case give special permission, for any goods or class of
goods to be unloaded or loaded without the supervision of the proper officer.

(4) Restrictions on unloading and loading of goods on holidays etc. [Section 36] : No im.ported
goods shall be unloaded from, and no export goods shall be loaded on, any conveyance on
any Sunday or on any holiday observed by the Customs Department or on any other day
after the worki.n.g hours, except —

v after giving the prescrtbed notice; and

v on payment of the prescribed fees, Lf any.

However, no fees shall be levied for the u.nloading and loa.d.'LrLg of baggage accompanying
a passenger or a member of the crew, and mail bags.

(5) Power to board conveyances [Section 37] : The proper officer may, at any time, board any
conveyance carrying imported goods or export goods and may remain on such conveyance
for such period as he considers necessary.

(6) Power to require produ.cti.on. of documents and ask questions [Section 38] : For purposes of
carrying out the provisions of this Act, the proper off'Lcer may require the person-in-charge of
any conveyance or animal carrying imported goods or export goods to produce any
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document and to answer any questions and th.ereupon such person shall prod.u.ce such

documents and answer such questions.

CUSTODIANS OF CARGO AND PROCEDURE FOR CLEARANCE OF
IMPORTED GOODS

Sections 45 to 51 not to apply to baggage and postal articles [Section 44]: The provisions of
sections 45 to 51 shall not apply to baggage and goods imported or to be exported by post.

7. Write a note on restriction. on custody and removal of imported goods u/s 45 of

customs Act, 1962.

Ans: The provisions rel.a.t'mg to restrictions and custodg of goods are as under —
(1) Restrictions on cu.stodg and removal of i,mported goods : All the 'meorted good.s that are

unloaded in the customs area shall remain in the custody of such person as may be

approved. by the Principal Commissioner or Commuissioner of Customs until they are cleared

for home consumption, or are warehoused, or are transhlpped.

(2) Duties of Custodian of cargo : The person having custody of any imported goods in a
customs area —

(a) shall keep a record of such goods and send a copy thereof to the proper offi.cer;

(b) shall not permit such good.s to be removed from the customs area or otherwise dealt with,

except under and in accordance with the permission in writing of the proper officer or in
such manner as may be prescribed.
In pursuance to this responsi.bi.litg, the custodian is requ.Lred. to ta.l.lg the part'Lcu.lars of
the good.s landed bg a vessel, and send a report known as out turn statement to the
customs authorities. This enables the customs authorities to check whether all goods
manifested in the import general manifest for landing in a particular place have
actually been landed. In case the goods are not so landed, action is taken against the
carriers.

(3) Custodian liable to pay dutg on pi.lfered. goods : If any 'meorted goods are pilfered. after
unloading thereof in the customs area, while in custodg of the person as referred, above, that
person. will be liable to pay duty on such goods at the rate prevalent on the date of delivery
of arrival manifest or import manifest or import report to the proper officer for the arrival of
the conveyance in which the said goods were carried.

The SC in Forbes Forbes Campbell & Co. Ltd. v. Board of Trustees Port of Bombay [2014]

310 ELT 625 (SC), has held that d,em.u.rra.ge and port charges are statutory charges, and in

absence of any spec'Lfi.c bar under Major Port Trust Act, 1963, the same can be recovered from

steamer agents.

8. State briefly the provisions of the Customs Act, 1962 relating to filing of "Import Bil

" May 1996, 5 Marks) (Nov. 2004, 6 Marks)
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Ans: The provisions relating to filing of Bill of Entry are as under -
(1) Entry of goods on importation : The importer of any goods,—
(a) other than goods intended for transit or transhipment,

(b) shall make entry th.ereof bg presenting el.ectronical.ll_.j on the customs automated system
to proper officer a bill of entry in such form and manner as may be prescribed for,—
(i) home consumption; or
(ii) warehousing.
For this purpose the CBIC has rLot'Lf'Led. Bill of Entry (Electronic Integra.ted. Declaration
and Pa.perless Process'mg) Regu.latlons, 2018.

(2) Electronic filing not feasible - Filing in other manner : The Principal Commissioner or
Commuissioner of Customs may, in cases where it is not feasible to make entry by presenting
electronical.l.g on the customs automated system, allow an entry to be presented. in any other
manner
Hence, manual submission of Bill of Entry is allowable in cases where electronic submission
is not feasibl.e. The form of the bill of entry is governed. bg Bill of Entry (Forms Regu.lations,
1976).

The goods may be cleared for home consumption or for deposit in a warehouse or for transit
or transhipment. Therefore, there are three types of Bills of Entries prescribed for these three
different purposes.
(a) Form I (White) — for home consumption.
(b) Form II (l:]el.l.ow) — for warehousing (into bond).
() Form III (green.) — for ex-bond clearance for home consumption (ex-bond).
When Bill of Entry is fi.led electron.i.cal.lg, itis in four copies:
v Or'Lgi,rLa.l, meant for the customs authorities for assessment and collection of d.utg;
v Du.pli,ca.te, intended as an a.uthoritg to the custodian of the cargo to release cargo to the
importer from his cu.stodg;
v Tri.pl.i.ca.te, as a copy for record for the importer; and
v Quad.ru.pli.ca.te, as a copy to be presen.ted. to the bank or Reserve Bank of India for the
purposes of making remittance for the imported goods.
The importer is required to declare in the Bill of Entry amongst other things the particulars
of packages, the descri.ption.s of the goods, in terms of the d.eSCl’i.Pti.Ol’l. given in the Customs
Tariff to enable proper classification of the goods and the correct value of the goods for the
determining the amount of duty.

(3) Examination/ wa.reh.ou.si.ng of good.s in absence of i.n.forma.ti.on. requ.i.red. for f'Lli.n.g bill of entry:
If the importer makes and subscribes to a declaration before the proper officer, to the effect
that he is unable for want of full information to furnish all the particulars of the goods
requ'Lred. above, the proper officer may, pend_'mg the produ.ct'ton of such information, permit
him, previous to the entry thereof -

(a) to examine the good.s in the presence of an off'Lcer of customs, or
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(b) to deposlt the goods in a pu.bl'Lc warehouse a.ppoi.nted under section 57 without
warehousing the same.

(4) Bill of entry to include all goods mentioned in bill of ladi.ng : A bill of entry shall include
all the good.s mentioned in the bill of la.di.ng, or other receipt given bg the carrier to the
consignor, except as otherwise permitted by the proper officer.

(5) Time limit of presentation of bill of entry : The importer shall present the bill of entry before
the end of the dag (lnclud.i.ng holldags) precedlng the d.a.g on which the a.lrcra.ft or vessel or
vehicle carrying the goods arrives at a customs station at which such goods are to be cleared

for home consumption or warehousing.

However, the Board may, in such cases as it may deem flt, prescribe d.lfferen.t time limits for
presentation of the bill of entry, which shall not be later than the end of the day of such
arrival.

A bill of entry may be presented at any time not exceeding 30 days prior to the expected
arrival of the aircraft or vessel or vehicle by which the goods have been shipped for importation
into India. Where the bill of entry is not presented within the time so specified and the proper
officer is satisfied that there was no sufficient cause for such delag, the importer shall pay
such charges for Late presentation of the bill of entry as may be prescribed.

(6) Declaration as to truth of the contents & submission of Invoice : The importer while
presenting a bill of entry shall make and subscribe to a declaration as to the truth of the
contents of such bill of entry and shall, in support of such declaration, prod.uce to the proper
officer the tnvolce, lf any, and such other documents relat'mg to the 'meorted. goods as may
be prescribed.

(7) Compliance bg Importer : The importer who presents a bill of entry shall ensure the followlng,
namely—

(a) the accuracy and completeness of the lnforma.tlon given therein,;

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

(c) compllance with the restriction or proh.i.bi.ti.on, i.f any, relatln.g to the goods under this
Act or under any other law for the time being in force.

(8) Bill of entry to be fi.led. even lf goods exempt [Instruction F.No. 401/202/2010-Cus-III, dated
22-2-201] : Section 46 a.ppli.es in case of import of all goods. Therefore, even if som.e good.s
are exempt and no dutg is pagable on import thereof, a bill of entry under section 46 is
required to be filed in respect of such import.

9. Discuss Bill of Entry (Electronic Integrated Declaration and Paperless Processing)

Requlations, 2018.
Ans: Bill of Entry (Electronic In.tegra.ted. Declaration and Paperless Process'mg) Regulatlon.s, 2018:
The salient provisions of Bill of Entry (Electronic Integra.ted Declaration and Pa.perless
Process'mg) Regulatlons, 2018 are as under-

Title Provisions
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Short title and

commencement

(1) These regu.la.t'tons may be called the Bill of Entry (Electronic
Integrated. Declaration and Pa.perl.ess Processing) Regu.lati.ons,
2018.

(2) Theg shall applg to the import of good.s through all customs

the Data

Interch.ange System. is in. operation.

3) Th.eg shall come into force on 11-05-2018.

stations where Indian Customs Electronic

Manner of filing
electronic integrated
declaration
[Regulation 3]

The authorised person shall enter the electronic integrated
declaration and the supporting documents himself by affixing his
digital signature and enter them on the common portal and he
may also get the electronic integrated declaration made on the
common portal along with the supporting documents by availing
the services at the service centre.

v "Authorised person" means an importer or a person authorised
by him who has a valid licence under the Customs Brokers
Licensing Regu[ations, 2013 or any other regu.lat'Lon. deal'mg
with the similar matters and it also includes an employee of
the Customs broker who has been issued a photo identity card
in Form G under the Customs Brokers Licensing Regulations,
2013 or any other regu.l.a.ti.on deali.ng with the similar matters;

v "Customs Automated System" means the Indian Customs
Electronic Data In.terch.an.ge System,;

v "Electronic integrated declaration" means particulars relating
to the imported goods that are entered in the Indian Customs
Electronic Data In.tercha.n.ge System,;

v "Service centre" means the place specified by the Principal
Commissioner or the Commissioner of Customs, as the case
may be, where the data entry of an electronic 'Lntegrated
declaration, is carried out;

v "Supporting documents" means the documents in the electronic
form or otherwise, which are relevant to the assessment of the
imported goods under sections 17 and 46 of the Act.

Procedure for filing
bill of entry
[Regulation 4]

(1) Time limit for presentation of Bill of entry : Time limit for
presentation of Bill of entry by authorised person at customs
station at which the at which goods are to be cleared for home
consumption or warehousing

Time limit
v before the end of the day (including
holidays) preceding the day on

Customs Station
Customs Port
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which the vessel carrying the goods
arrives at the customs port.

v before the end of the d.a.g (anluding
holid.ags) of sald arrival of the vessel
where the goods are consigned from
any of the countries mentioned
below:

a. Bangladesh;

b. Maldives;
¢ M yanmar;
d. Pakistan;

e. Sri Lanka.

Customs A'Lrport before the end of the dal_.j (i.n.cludi.ng
h.ol'Ld.al_.js) of the arrival of the a.'chraft
carrying the goods at the customs
airport

Inland container before the end of the d.a.g (anluding
depot or air frei,ght hol.i.d.a.gs) preced.'mg the d.a.g on which

station the vehicle (which includes train)

carrying the goods arrives at the inland
container depot or air freight station.
Land Customs before the end of the dag ('Ln.clud.in.g
Station hol.id.ags) of the arrival of the vehicle
(which includes train) carrying the
goods at the land customs station.

(2) The bill of entry shall be deemed to have been filed and

selfassessment completed when after entry of the electronic

integrated declaration on the common portal or by way of
data entry through the service centre, a bill of entry number is
generated by the Indian Customs Electronic Data Interchange
System for the said declaration and the self-assessed copy of
the Bill of Entry may be electronically transmitted to the
authorised person or printed out at the service centre.

(3) Where the bill of entry is not f'Lled. within the time spechLed
above and the proper officer of Customs is satisfied that there
was no sufficient cause for such delag, the importer shall be
liable to pay charges for late presentation of the bill of entry
at the rate of 2 5000 per day for the initial 3 days of default
and at the rate of 2 10,000 per day for each day of default
thereafter.
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Where the proper officer is sathfi.ed. with the reasons of delag,
he may waive off the charges referred to in the second proviso
to Section 46(3) of the Customs Act, 1962.

(4) The late presentation cha.rges in respect of any bill of entry

shall not exceed the duty payable in respect of that particular
bill of entry. Where the duty or any other charges in respect of
any bill of entry are not payable for any reason like exemption
or otherwise, the late presentation charges shall not exceed 2
50,000.
"Bill of entry" means electronic integrated declaration accepted
and a unique number generated and assigned to that
particular bill of entry by the Indian Customs Electronic Data
In.terch.an.ge System, and includes its electronic records or print-
outs; "ICEgATE“ means the customs automated system of
Central Board of Indirect Taxes and Customs;

Order
clearance of goods
[Regulation 5]

perm'Ltt'Lng

After the completion of the assessment, an order permitting
clearance w/s 47(1) or section 68, as the case may be, shall be made,
after examination of the imported goods if so required and the order
under requlation 5 may be recorded on the customs automated
system. and conveyed electronically to the authorised person, the
custodian, and to any other person (s) d.esignated. bg the authorised
person.

Retention of bill of
entry and
supporting
documents

[Regulation 6]

The authorised person shall retain, for a period of 5 years from the
date of presentation of the bill of entry, the assessed copy of the bill
of entry, d.'Lg'Lta.L or otherwise, and all supporting documents in
orig'mal, which were used or relied upon bg him in su.bmitt'LrLg the
electronic 'Lntegra.ted declaration, and shall prod.uce them before
Customs in connection with any action or proceedings under the
Act or under any other law for the time being in force.

.|| Generation of
authenticated copy
of bill of entry
[Regulation 7]

An authenticated copy of bill of entry may be generated at the
request of the authorised person if possession of the said copy is
required by him for compliance of provisions of law for the time
being in force.

Penalty [Regulation
8]

Any authorised person. who contravenes any provision of these
requlations or who fails to comply with any provisions of these
requlations shall be liable to a penalty which may extend to z
50,000.
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10. What do you mean by substitution of bill of entry. How the same is different from

amendment of bill of entry.
Ans: The provisions rel.a.ting to substitution and amendment of bill of entry are as under-
(1) Substitution of bill of entry: Accord.ing to Section 46(5), a bill of entry for home consumption

can be substituted for bill of entry for warehousing or vice versa. Such substitution is
permissible only if proper officer is satisfied that the interest of revenue are not prejudicially
affected and there was no fraudulent intention.

Duty applicable on the date of filing substituted bill of entry shall apply: In case of
substitution of bill of entry, the date of submission of revised bill of entry will be the relevant
date for determination of rate of duty and tariff valuation. In case importer seeks to substitute
bill of entry origi.rw.ll.g fi.Led, he has to f'LI.e a new bill of entry in the prescri.bed. form again
along with the application for substitution.

(2) Amendment of bill of entry; Amendment of bill of entry can be made in accordance with
provisions of Section 149 of the Customs Act, 1962. In case of the imported goods which have
been cleared for home consumption or deposited. in a warehouse, no amendment of a bill of
entry shall be so authorised, except on the basts of d.ocu.mentart_,] evidence which was in
existence at the time the goods were cleared or deposited. Amendment relates back to the date
of presentation of original bill of entry.

Therefore, the date of f'Ll'Ln.g of bill of entry for determination of rate of customs d.u.tg shall be
such original date on which the original bill of entry was filed as has been judicially decided
by Supreme Court in ACC D. Associated Forest Products (P) Ltd. [2000] 115 ELT 37 (SC).

. Explain briefly with reference to the provisions of the Customs Act, 1962, clearance
of goods for home consumption. (May 2002, Nov. 2007) (Nov. 2013, 3 Marks) (May

2014, 1 Marks) OR State the salient features of "Deferred duty payment facility"
with reference to Customs Act, 1962 and rules thereunder. (5 Marks, May 2018-NS)

Ans: Clearance of goods for home consumption [Section 47]: The relevant provisions are discussed

as under-

(1) Order permitting clearance of goods for home consumption : Where the proper off'Lcer is
sa.t'Lsf'Led that,—

v any goods entered for home consumption are not proh.'Lb'Lted goods; and

v the importer has pa'Ld. the import d.u,tg, if any, assessed thereon and any charges pagable
under this Act in respect of the same,
the proper officer may make an order permitting clearance of the goods for home
consumption.
Such order may also be made electronically through the customs automated system on the
basis of risk evaluation through appropriate selection criteria.
Deferred payment option to certain class of importers : The Central Government may, bg
notification in the Offi.c'Lal. Gazette, permit certain class of importers to make deferred.
payment of said duty or any charges in such manner as may be provided by rules.
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The Central Government has notified the following importers to make deferred payment of
import duty :

Importers cert'Lfi.ed. under Authorized Economic Operator programme as AEO (Tier-Two)
and AEO (Tier-Three) or Authorised Public Und.ertaking.

Explanation: 'AEQ' means Authorized Economic Operator certified by the Directorate
General of Performance Management under the Central Board of Indirect Taxes &
Customs.

2) Payment of d.u.tg electron'tcal.lg : The Central Government may, bg notification in the
Oﬁicial Gazette, specify the class or classes of importers who shall pay such d.utg
electronically.

The Central Government has notified the following classes of importers who shall pay duty
electronically, namely-

(a) Importers reg'Lstered. under Accredited Clients Programme; and

(b) Importers paying customs d.utg of 210,000 or more per bill of entry,

(3) Time limit for payment of duty and interest @ 15% p.a. on delayed payment of duty : The

importer shall pay the import duty—

(a) on the date of presentation of the bill of entry in the case of self—a.ssessment; or

(b) within one d.a.g (exclud.ing holidags) from. the date on which the bill of entry is returned
to him by the proper officer for payment of duty in the case of assessment, reassessment
or prov'Ls'LorLa.l assessment; or

(c) in the case of deferred payment, from such due date as may be specified by rules made
in this beha[f, and where the importer faLLs to pay the du.tg within the time so spec'LfLed,
he shall pay interest on the duty not paid or short-paid till the date of its payment, @
15% per annum.
Power to waive interest : If the Board is satisfied that it is necessary in the public interest
so to do, it may, bg order for reasons to be recorded, waive the whole or part of any interest
payable under this section.

Deferred. Payment of Import Duty Rules, 2016 - 'Clear first-Pay later' [Amended bl_.j Notification

No. 58/2023 Customs (NT) dated 03-08-2023] :

Title Provisions
1. Short title and | (1) These rules may be called the Deferred. Payment of Import
commencement Duty Rules, 2016.
(2) Theg shall come into force on the 16-11-2016.
2 Defini.ti.ons (1) In these rules, unless the context otherwise requires—

(a) "Act” means the Customs Act, 1962;

(b) “due date" means the date spec'Lf'Led. in rule 5 of these rules;

(c) “eli.gible importer" means any class of importers nothLed
under proviso to Section 47(1) of the Act Le. [Importers certified
under Authorized Economic Operator programme as AEO
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(TierTwo) and AEO (Tier-Three)] or Authorised Public
Undertaking

(2) Words and expressions used and not d.ef'LrLed. herein but d.ef'med.

in the Act, shall have the meanings respectively assigned to
them in the Act.

3. Appl.ica.t'ton These rules shall appl.l_.j to el.ig'Lbl.e importer who have been notified
under the proviso to Section 47(1) of the Act.

4. Payment of duty (| The eligible importer shall pay the duty by the dates specified
hereunder inclusive of the period (excluding h.ol'Ld.a.l_.js) as mentioned
in Section 47(2) of the Act, n.a.mel.g:—

For goods corresponding to Bill | Date for payment of Duty
of Entry returned for payment -
from 1st day to 15* day of any | 16™ day of that month
month
from 16" day till the last day | 1 day of the following
of any month other than | Month

March
from 16™ day till the 31 day of | 31* March
March
Where the Central Government considers it necessary and
expedient, it may, under exceptional circumstances, and for reasons
to be recorded in writing, allow payment to be made on a d.'LﬁererLt
due date.

5. Manner of || The eligible importer shall pay the duty electronically The
payment Assistant Commuissioner or the Deputy Commissioner of Customs,
as the case may be, for reasons to be recorded in writing, may allow
payment of duty by any mode other than electronic payment.

6. Deferred An eligible importer who fails to pay duty in full by due date more

payment not tof/than once in a period of three consecutive months shall not be

apply in certain || permitted to make deferred payment. The facility of deferred

cases payment shall not be restored unless the eligible importer has paid

the duty in full along with the interest. The eligible importer shall

be permitted to make the deferred payment if he has -

() pa'Ld the d_utg for a bill of entry within due date in terms of
rule 4; and

(i) pa.'Ld. the d.ifferentia[ dutg for the same bill of entry a.long with
the interest on account of reassessment within one day

(exclud.'mg holidags).
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7. Non- Nothing contained in these rules shall apply to the goods which
applicability have not been assessed or not declared by the importer in the entry
made under the Act.

12What do you mean by Faceless assessment. What are the objectives of faceless

assessment.

Ans: The relevant provisions are discussed as under-

(1) Faceless Assessment : Faceless Assessment is a major Customs Reforms where a Bill of Entry
that is 'Ldenti.f'ted. for scrutiny (non—fa.c'Ll.'Lta.ted Bill of Entrg) is assigned to an assessing
officer who is phgsi.cal.lg located at a Customs station, which is not the Port of Import in
the Customs Automated System. It separates the assessment process from the physical
location of Port of Import, using a technologg pla.tform.

Faceless Assessment (also referred to as virtual assessment or anon.gm'tsed. assessment) uses
a technology platform to separate the Customs assessment process from the physical location
of a Customs officer at the port of arrival. This measure will bolster efforts to ensure an
objective, free, fair and just assessment.
From an importer's perspective, there will be no ch.a.nges to the process of f'LI.i.n.g a Bill of entry.
He will continue to file his documentation including bill of entry and supporting
documents on the ICEGATE portal.
(2) Key objectives of Faceless Assessment :

(L) Anonymity in assessment for reduced phgsi.ca.l 'Ln.terface between trade and Customs

(ii) Speedi.er Customs clearances through efficient utilisation of manpower

(iiv) greater uniformity of assessment across locations

(iv) Promoting sector specif'Lc and functional SPeCi.a.I.i.SO,ti.OI"L in assessment.

13. Describe the procedure prescribed in the Customs Act, 1962 in case of goods not
cleared, warehoused or transhipped within 30 days after unloading (May 1998, 6
Marks) (May 2004, 4 Marks)

Ans: Procedure in case of good.s not cleared, warehoused, or tra.nsh.ipped, within 30 dags after
unloading [Section 48]: The relevant provisions are discussed as under-

() Right of custodians to sell the goods : If any goods brought into India from a place outside
India are not cleared for home consumption, or warehoused, or transhipped within 30 days
from the date of the unloading thereof at a customs station or within such further time as
the proper officer may allow, or if the title to any 'meorted, goods is relin.qu.ish.ed,
then—

(a) after notice to the 'meorter and with the permission of the proper oﬁlcer,

(b) such good.s may be sold bg the person having the custodg thereof.

CBIC has clarified vide Circular No. 49/2018-Cus dated 03-12-2018 that after the
su.ccessful bidder has been i.nformed about the result of the auction, a consolidated bill of
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entry, buyer-wise will be filed with the Customs in the prescribed format by the concerned

custodian for clearance of the goods as per section 46 of the customs Act, 1962 read with

Un-Cleared goods (Bill of entry) regul.ations, 1972 (Regu.l.a.ti.on 265 3).

(a) The proper officer of Customs shall assess the goods to d.utl_,] 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 good.s shall be handed over to the successfu.[ bidder a.fter assessment
and outof—charge orders given bg the proper officer, on payment of dues.

(2) Specia.l. provisions in respect of animals, perishable goods and arms etc. However, the above
time limit of 30 d.a.gs will not be appl.ica.bl.e in case of -
(a) animals, peri.shable goods and hazardous goods. The same may be sold at any time
with the permission of the proper officer, and
(b) arms and ammunition's. The same may be sold at such time and pla.ce and in such
manner as the Central Government may direct.

14.Write a short note on 'Warehousing without warehousing under the Customs Act,

1962 (May 1999, 2 Marks) (May 2004, 4 Marks) (May 2014, 1 Marks)

Ans: The provisions relating to warehousing without warehousing is as under -

(a) in the case of any 'meorted. goods, whether dutiable or not, entered for home consumption,
the Assistant Commissioner of Customs or Deputy Commissioner of Customs is satisfied on
the appL'Lcat'Lon. of the importer that the goods cannot be cleared within a reasonable time;

(b) in the case of any meorted. dutiable goods, entered for wareh.ou.si.ng, the Assistant
Commissioner of Customs or Deputy Commissioner of Customs is satisfied on the
application of the importer that the goods cannot be removed for deposit in a warehouse
within a reasonable time, the goods may pending clearance or removal, as the case may be,
be permitted to be stored in a public warehouse for a period not exceeding 30 days. However,
goods which are permitted to be stored in a public warehouse shall not be deemed to be
warehoused goods for the purposes of this Act under this section and accordingly the
provisions of warehousing shall not apply to such goods.

Extension by Principal Commuissioner or Commuissioner for further period of 30 days : The
Principal Commuissioner or Commissioner of Customs may extend the period of storage for a
further period not exceeding 30 days at a time.

The said goods are kept in warehouse so as to avoid demurrage charges charged by the port
trust authority/ custodians of carqo, if goods remain in their custody beyond the stipulated
period.

FLOW PATTERN OF EXPORT
15.Explain the Flow Pattern of Export.

Ans: The flow pattern of Export is as follows -
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(1) Presentation of Electronic Integrated declaration bg the authorized person and assessment
of good.s to dutg [Shlpplng Bill (Electronic Integrated Declaration and Paperless Processlng)
Regulations, 2019 appllcable wef. 25-04-2019]:

(a) Authorised person to enter, etc. electronic 'Lntegrated declaration : Any authorised person.
[Le. exporter or custom broker authorised by him] shall enter the electronic integrated
declaration [ie. particulars relating to the export goods] and upload the supporting
documents on the ICEGATE by affixing his digital signature on the ICEGATE or get
the electronic integrated declaration made on the ICEGATE along with the supporting
documents bg avai.llng the services at the service centre. (Regulation. 3)

(b) Sh.i.ppi.ng bill when deemed to be fi.led and self assessment completed. : The shipping
bill shall be deemed to have been filed and self-assessment completed when, after entry
of the electronic integrated declaration on the ICEGATE or by way of data entry
through the service centre, a shipping bill number is generated by the ICEDIS for the
said declaration. (Regu.latlon 4)

(c) Order under section 51 or section 69 : After the completlon of assessment, payment of
du.tt_,] or cess, etc. lf any, and examination of export good.s, lf ) requ.lred, an order
permitting clearance, under section 51(1) or section 69 as the case may be, shall be made
and the order under this requlation may be recorded on the ICEGATE and conveyed
electronlcallg to the authorised person, the custodian, and to any other person(s)
d_eslgnated. l)lj the authorised person. (Regulatlon 5)

(d) Retention of assessed copy of sh.i.ppi.ng bill and supporting documents : The authorised
person shall retain, for a perlod of 5 years frorn the date of presentation of the shlpplng
bill, the assessed copy of the shipping bill, digital or otherwise, and all supporting
documents in original, which were used or relied upon by him in submitting the
electronic integrated declaration, and shall produce them before Customs authorities
in connection with any action or proceedings under the Act or under any other law for
the time belng in force. (Regu.latlon 6)

(e) Generation of authenticated copy of shi.pplng bill : An authenticated copy of shipping
bill may be generated at the request of the authorised person if possession of the said
copy is required by him for compliance of provisions of any law for the time being in
force. (Regulatlon 7

(f) Penalty for contravention, etc. of requlations : Any authorised person who contravenes
any provision of these requlations or who fails to comply with any provisions of these
requlations shall be liable to a penaltg which may extend to 2 50,000. (Regu.lati.on
8)

(g) The export good.s along with assessed sh.lpplng bill is presented. to preventive officers of
customs ie. (an oﬁi.cer—ln—ch.arge ln—charge of supervision of the loadlng of cargo).
Permission of load.i.ng of good.s Le. 'Let Shlp' order is given bg preventive offlcer, 'Lf he is
satlsfled that all the customs checks ('anlu.dlng export trade control licence and export
duty pagment) have been completed..
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2) Loading of good.s :

(a) The assessed Sh.i.ppi.ng Bill is presented. to the master/ agent/ mate of the vessel, who
shall permit loading of goods.

(b) If the vessel is anchored in mid sea, the good.s have to be taken to the sh'Lp bg
boats/lighters, and the boat note procedure would be followed.

() On receipt of the cargo on board the sh'Lp, the ma.ster/mate/a.gent of the ship issues a
receipt of the quantity and particulars of the cargo loaded on the ship which is endorsed
by Customs Officer.

(3) Notice of Short-Export Rules, 1963 : If any goods mentioned in a shipping bill or bill of
export and cleared for exportation are not exported., the exporter shall, within 7 d.a.gs, from
the date of departure of the conveyance by which such goods were intended to be exported,—

(a) furn'Lsh 'Lnforma.tion in writing to proper off'Lcer in respect of the goods not so exported.:
() Number of Packages,
(ii) Description of goods,
(iit) Quantity,
(iv) Value,
(v) Country of destination; or
(b) present the sh'Lpp'Lng bill or the bill of export for cancellation or amendment.
Penalty : Any exporter fails to comply with aforesaid provisions shall be liable to
penalty not exceeding z 100.

PROCEDURE FOR CLEARANCE OF EXPORT GOODS

16.Write a short note on Entry Outwards. (May 2004, 2 Marks) (May 2014, 15 Marks)

Ans: The relevant provisions are as under

() Export goods not to be loaded on vessel until entry-outwards granted [Section 39] : The
master of a vessel shall not permit the loading of any export goods, other than baggage
and mail bags, until an order has been given by the proper officer granting entry-outwards
to such vessel.

(2) Export good.s not to be loaded unless d.ul.g passed bg proper ofcher [Section 40] : The person-

'anharge of a conveyance shall not permit the load.i.ng at a customs station,—

(@) of export goods, other than baggage and mail bags, unless a sh'Lpp'LrLg bill or bill of
export or a bill of transhipment duly passed by the proper officer has been handed over
to him by exporter;

(b) of baggage and mail ba.gs, unless thelr export has been du.lg permi.tted bg the proper
officer.

17.Explain Export General Manifest.

Ans: The prov'Ls'LorLs relating to f'Lli.n.g of departure man.'tfest or export man'Lfest is as under -
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(1) Del'werg of departu.re manifest or export man'Lfest or export report [Section 41): The person-in-
charge of a conveyance carrying export goods or imported goods or any other person as may
be speci.f'Led. bl_.j the Central Government, bl_.j notification, shall, before d.epartu.re of the

conveyance from a customs station, deliver to the proper officer —

(a) in the case of a vessel or a.'chraft, a d.epa.rture mani.fest or an export manifest bg presenting
electronically, and

(b) in the case of a vehicle, an export report,
in such form and manner as may be prescribed.
Penaltg - Not exceeding 2 50,000 : In case, such person—i.n—charge or other person. fa'Ll.s
to deliver the departure manifest or export manifest or the export report or any part thereof
within such time, and the proper officer is satisfied that there is no sufficient cause for
such delay, such person-incharge or other person shall be liable to pay penalty not
exceeding 2 50,000.

(2) Electronic filing not feasible — Filing in other manner : The Principal Commissioner or
Commuissioner of Customs may, in cases where it is not fea.sibl.e to deliver departure ma.nifest
or export manifest bg presenting el.ectronicall.l_.j, allow the same to be delivered in any other
manner.

(3) Declaration : The person d.el'wer'mg the d.eparture manifest or export ma.ni.fest or export report
shall at the foot thereof make and subscribe to a declaration as to the truth of its contents.

(4) Departure manifest or Export manifest/ report can be amended/ su.ppl.emen.ted. : If the proper
officer is satisfied that the departure manifest or export manifest or export report is in any
way incorrect or incomplete and that there was no fraudulent intention, he may permit such
manifest or report to be amended or supplemented.

18. Explain the provisions relating to filing of manifest for departure of passenger and

crew.

Ans: Passenger and crew departure manifest and passenger name record information [Section

HA]:

(1) Person-in-charge to file departure manifest : The person-in-charge of a conveyance that
departs from India to a place outside India or any other person as may be specified by the
Central Government bg notification in the Off'Lci.al Gazette, shall deliver to the proper
officer—

i) the passenger and crew departure ma.n'Lfest; and

(it) the passenger name record Lnformation of departing passengers, in such form,
containing such pa.rt'Lcu.la.rs, in such manner and within such time, as may be
prescribed.

(2) Pen.altg for non fi.l'mg of man.'tfest within time limit - Not exceed'mg 2 50,000 : Where
the passenger and crew departure manifest or the passenger name record information or
any part thereof is not delivered to the proper officer within the prescribed time and if the
proper officer is satisfied that there was no sufficient cause for such delay, the person-in-
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charge or the other person referred to in Section 40A(1) shall be liable to such penaltg, not
exceed.ing ¥ 50,000, as may be prescr'Lbed.

19.Discuss the statement: "The conveyances are not allowed to leave India without the

written permission from the Customs Authorities".

Ans: The relevant provisions are discussed as under -

(1 No Conveyance To Leave Without Written Order [Section 42]: The person—in-charge of a
conveyance, which has brought any imported goods or has loaded any export goods at a
customs station, shall not cause or perm.it the conveyance to depa.rt from that customs
station until a written order has been given by the proper officer.

(2) Conditions of giving such order by proper officer: No such order shall be given by the proper
officer until-

(a) The person—in.—charge has answered the questions put to him under section 38 of the
Act.

(b) The provisions of Section 41 (delivery of departu.re manifest or export manifest/report)
have been complied with.

(c) The Sh.i.PPi.n.g bill 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 payment secured by such guarantee or deposit of such amount as the
proper officer may direct.

(e) The person.—i.n.—charge of the conveyance has satisfied the proper officer that no penaltg
is leviable on him under section 116 (Pen.a.ltg for non accounting of goods) or the
payment of any penalty that may be levied upon him under that section has been
secured by such guarantee or deposit of such amount as the proper officer may direct.

(f) In any case, where any export goods have been loaded without payment of export d.u.tg
or in contravention of any provision of this Act or any other law for the time being in
force relat'mg to export of goods,—

(i) such good.s have been unloaded, or

(it) where the Assi.stant/Deputg Commuissioner is sa.ti,sfi.ed that it is not practi,cabl.e to
unload such good.s, person—i.n—cha.rge of conveyance has given an u,ndertaking,
secured bg such guarantee or depos'Lt of such amount as proper officer may direct, for
bringing back the goods to India.

(3) Exemption Of Certain Classes Of Conveyances From Certain Provisions [Section 43]:

The provisions of Sections 30, 41 and 42 shall not applg to a vehicle, which carries no
goods other than luggage of its occupants.

The Central Government may bg notification, exempt the foll.owin.g classes of
conveyances from all or any provisions of Section 29 to 42 :

(v conveyances belonging to the govemment or any Foreign govemment;
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(it) vessels and a.'chraft which tempora.rilg enter India bg reason of any emergency.

20. State and summarise the procedure and documentation for clearance of "export

cargo", under the Customs Act, 1962. (Nov. 1998, 6 Marks) ORExplain with reference
to the provisions of the Customs Act, 1962 and the Shipping Bill and Bill of Export

(Form) Regulations, 1991 as to what is meant by a "Shipping Bill". (May 2004, 3
Marks) OR Explain what is meant by a Shipping Bill, OR, Explain: ‘Bill of Export.
(Nou. 2008, 2 Mark.s)

Ans: The procedure to be followed by the exporter for clearing the export cargo is as under -

(1) Entry of goods for exportation : The exporter of goods shall make the entry of such good.s bg
presenting electronically on the customs automated system to the proper officer in such form

and manner as may be prescribed -

a) a sh'Lpp'Lng bill (in case of goods to be exported. in a vessel or aircraft); or

b) a bill of export (in case of good.s to be exported. bg land).

Electronic filing not feasible - Filing in other manner : The Principal Commuissioner or

Commuissioner of Customs may, in cases where it is not feasible to make entry by presenting

electroni.ca.l.l.g on the customs automated system, allow an entry to be presented. in any

other manner.

Declaration as to truth of contents : The exporter of any good.s, while present'Lng a sh.i.ppi.ng

bill or bill of export, shall make and subscribe to a declaration as to the truth of its contents.

(2) Compliance bg Exporter : The exporter who presents a shipping bill or bill of export under
this section shall ensure the following, namely:—

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

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

(c) compli.ance with the restriction or proh'Lbi.ti.on, i.f any, relating to the goods under this
Act or under any other law for the time being in force.

(3) Clearance Of C_;ood.s For Exportation [Section 51]
(i) Order for clearance of good.s for exportation [Section 51(1)] : The proper officer may make

an order permitting clearance and loading of export goods for exportation only when -

(a) the shtpptng bill or bill of export has been presented by the exporter;

(b) the proper offtcer is sa.t'Lsf'Led. that such goods are not proh'Lb'Lted. goods; and

(c) the exporter has pa.'Ld. the d.utg, if any, assessed on such goods and any charges
payable under this Act in respect of the same.
Such order may also be made electronically through the customs automated system
on the basis of risk evaluation through appropriate selection criteria.

(i) Deferred. payment option to certain class of exporters : The Central government may,
by notification in the Official Gazette, permit certain class of exporters to make deferred
payment of said duty or any charges in such manner as may be provided by rules.

(itt) Interest on delaged. payment of export d.u.tg [Section 51(2)] : Where the exporter fa.'Lls to
pay the export d.utg, either in full or in part, under section 51(1) bg such due date as
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may be specified by rules, he shall pay interest on said duty not paid or short-paid till
the date of its payment at such rate, not below 5% and not exceed'mg 36% per annum,
as may be fi.xed. bl_.] the Central Government, blj notification in the Off'Lci.al Gazette.

PAUMENTS THROUGH ELECTRONIC CASH LEDGER

21.Explain the manner of payment of duty interest and penalty as provided in Section
51A of the Customs Act, 1962.

Ans: Payment of d.utg, interest, penal.tg, etc. [Section 51A]: The relevant provisions are discussed

as under —

1) Deposits to be credited in electronic cash l.ed.ger : Every deposit made towards duty, interest,
penalty, fee or any other sum payable by a person under the provisions of this Act or under
the Customs Tariff Act, 1975 or under any other law for the time being in force or the rules
and regulations made thereunder, using authorised mode of payment shall, subject to such
conditions and restrictions, be credited to the electronic cash l.edger of such person, to be
maintained in such manner, as may be prescribed.

(2) Utilisation of Electronic cash ledger : The amount available in the electronic cash ledger
may be used for making any payment towards duty, interest, penalty, fees or any other
sum payable under the provisions of this Act or under the Customs Tariff Act, 1975 or under
any other law for the time being in force or the rules and requlations made thereunder in
such manner and subject to such conditions and within such time as may be prescribed.

3) Refu.nd of balance : The balance in the electronic cash led.ger, after payment of datg, interest,
penaltg, fee or any other amount pagable, may be refu.nded in such manner as may be
prescribed.

(4) Exemption : Notw'cthstan.din.g amjthing contained in this section, if the Board is sat'Lsf'Led
that it is necessary or expedient so to do, it may, by notification, exempt the deposits made
bg such class of persons or with respect to such categories of goods, as may be spec'Lf'Led in
the not'Lf'Lcat'Lon, from all or any of the provisions of this section.

(5) CBIC has exempted. fol.l.owi.n.g d.eposi.ts from the provisions of section 51A of the Customs
Act
i) with respect to goods 'meorted or exported in customs stations not in place; where

customs automated system is not in place;
(it) with respect to accompanied baggage;
(iit) other than those used for making electronic payment of:
(@) any duty of customs, including cesses and surcharges levied as duties of customs;
(b) IGST;
(c) GST Compensation Cess;
(d) interest, penal.tg, fees or any other amount pagabl.e under the Act, or Customs
Tar'Lff Act, 1975
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22. Explain the provisions relating to creation of Electronic duty credit ledger in

Customs system.

Ans: Ledger for duty credit [Section 51B]: The relevant provisions are discussed as under -

() Manner of issuance of d.u.tg credit : The Central Government may blj notification specify
the manner in which it shall issue du.tg credit,

a) in lieuw of remission of any d,u.tg or tax or levg, chargeable on any material used in the
manufacture or processing of goods or for carrying out any operation on such goods in
India that are exported; or

b) in liew of such other fi.na.nc'Lal. benefi.t subject to such conditions and restrictions as
may be specified therein.

(2) Maintenance of duty credit ledger : The duty credit shall be maintained in the customs
automated system in the form of an electronic duty credit ledger of the person who is the
recipient of such duty credit, in such manner as may be prescribed.

(3) Utilization of du.tg credit l.ed.ger : The dutg credit available in the electronic d_u,tg credit
ledger may be used by the person to whom it is issued or the person to whom it is
transferred., towards making payment of duties pa.l_.jabl.e under this Act or under the
Customs Tariff Act, 1975 in such manner and subject to such conditions and restrictions
and within such time as may be prescribed.

TRANSIT AND TRANSHIPMENT OF GOODS

Sections not to apply to baggage, postal articles and stores [Section 52]: The provisions of Sections
53 to 56 shall not applg to,-

v baggage,

v goods imported by post, and

v stores.

23. Discuss the provisions regarding Transit of Goods' and "Transhipment of goods'

without payment of duty under the Customs Act. (May 2005, 4 Marks)

Ans: The relevant provi.si.on.s are as under -

() Transit of goods [Section 53] : Where any goods imported in a conveyance and mentioned
in the arrival manifest or import manifest or the import report, as the case may be, as for
transit in the same conveyance to any place outside India or to any customs station, the
proper officer may allow the goods and the conveyance to transit without payment of dutg,
subject to such conditions, as may be prescribed. However, the goods should not have been
prohibited u/s 11 of the Customs Act.

(2) Transhipment of goods [Section 54] : This refers to transfer of goods from one conveyance to
another. It may be from one customs station to any custom station in India. Section 54
provides that—
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(a) where any good.s 'meorted into a customs station are intended for transhipment, the

person-incharge of conveyance will have to present a bill of transhipment to the proper
officer in such form and manner as may be prescribed;

(b) where any goods 'meorted. into a customs station are mentioned in the arrival manifest
or import manifest or import report, as for transhipment to any place outside India, such
goods will be allowed to be so transhipped without payment of duty. However, the goods
should not have been prohibited under section 11 of the Customs Act.

(c) where any goods 'meorted. into a customs station are mentioned in the arrival manifest
or import manifest or import report for tran.shi.pment to any major port (as def'LrLed. in
the Indian Ports Act, 1908) or to customs airport or customs port (as noti.fied bl_.] the
Board) or to any other customs station and the proper off'Lcer is sa.tisfi.ed. about the bona-
fide intention for transhipment of the goods to such customs station, the proper officer
may allow the goods to be transhipped, without payment of duty.

24, State the difference between transit and transhipment of goods under the provisions

of the Customs A (May 2007, 4 Marks)

Ans: The d.'LffererLces between transit and tra.n.shipment has been summarized in the table

hereunder -

Basis of d.i.fference Transit Tra.rLsh.'meerLt

Statutory Section 53 of the Customs Act, || Section 54 of the Customs Act, 1962

provision 1962 prov'Ld_es for transit of goods provid_es for tra.nsh'tpment of good,s
and conveyance.

Conveyance In case of transit of good_s, goods In case of transhipment of good.s, the
are allowed to remain on the conveyance changes Le. the goods are
same conveyance. unloaded from one conveyance and

loaded in another conveyance.

Documentation In case of transit, the record |[In tra.n.sh'tpment of good.s, continuity
alread.g made in the ||in the records is not maintained as
ship’s/ai.rcra.ft’s mani.fest the good,s are transferred. to another
continues. The i.mported good.s conveyance.
are shown in the manifest as the
same bottom cargo. Thus, there is
continuity in the records and
there is no chance of the control
over such transit goods bei.ng Lost.

Supervi.si.on. No superv'Ls'LorL is requ.i.red for Transhtpment takes place under the
transit goods. supervision of the proper off'Lcer.

Additional No additional conditions or Spec'Lf'Lc conditions are 'meosed. i.f the

Formalities formalities are required. goods are deliverable at Indian port

CA VARDHAMAN DAGA

108




. CHAPTER a - IMPORTATION AND EXPORTATION OF GOODS '

Port Transit is allowed in every port Tra.nsh.'tpment is allowed in spec'Lfi.ed.
normallg. ports onl.g.

25.What is duty liability in cases of transit and transhipment of goods?

Ans- Liability of duty on goods transited u/s 53 or transhipped u/s 54 [Section 55] : Where any
goods are allowed to be transited under section 53 or transhipped under section 54 to any
customs station, then, on their arrival at such customs station,—

(a) th.eg shall be liable to d.utg,

(b) th.eg shall be entered in the like manner as the good.s are entered on the f'Lrst importation,

and

(c) the provisions of this Act and any rules and regulati.ons shall applg in relation to such
goods.

Transport of certain classes of goods subject to prescribed conditions [Section 56] : Imported goods

may be tra.nsported. without payment of du.tt_,] from one land customs station to another, and

any goods may be transported from one part of India to another part through any foreign

territory, subject to conditions prescribed for the due arrival of such goods at the place of
destination.

PROVISIONS RELATING TO BAGGAGE

26.Explain briefly the Declaration by owner of Baggage with respect to the provisions
of the Customs Act, 1962. (May 2004, 3 Marks)
OR

Explain briefly the provisions relating to "Baggage’ under the Customs Act, 1962 and
the Rules framed thereunder. (May 2003, 5 Marks)
OR

What is the crucial/ relevant date for determination of rate of duty under the Customs
or clearance of Baggage. (Nov. 2005, 2 Marks)

Ans- The provisions relating to baggage are as under-

Baggage [Section 2(3)]: includes u.n.accompanied baggage but does not include motor vehicles.

The term baggage is a comprehensive term which means the luggage of a passenger

accompan'ted or unaccompani.ed., and comprises of trunks or bags and the personal belong'mgs

of the passenger.

Declaration bg owner of baggage [Section 77] : The owner of any baggage shall, for the purpose

of clea.ri.ng it, make a declaration of its contents to the proper off'Lcer.

Date for determination of rate of duty and tariff valuation in case of baggage [Section 78] :

The rate of duty and tariff valuation applicable to the baggage shall be the rate of duty and
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valuation in force on the date on which a baggage declaration is made u/s 77 to the proper
officer.

If such declaration has been made before the arrival of vessel, then same shall be deemed to
have been. made on the date of arrival of the vessel.

Rate of duty : The rate of duty applicable in respect of baggage is as under—

Descr'tpt'Lon of articles Rate

Any article the value of which exceeds the dutg free allowance || 35% ad valorem
admissible to such passenger or member under the Baggage Rules, 2016.

On the unaccompanied baggage. 35% ad valorem

In.tegrated. Tax u/s 3(7) of Customs Tariff Act = Nil. [Not'Lfi.cati.orL No. 183/86-Cus, as amended
v ide Entry 147 of Noti.fi.cat'LorL No. 2/2017-CT(Rate)/IT (Rate). gST is exempt on Passenger
Baggage.

The du_tg is to be increased bg SWS @ 10%. Hence, effective du.tg is 385%

The CBIC has clar'Lf'Led. that the domestic passengers who board international flights in the

domestic Leg are not regu'Lred. to f'Lle the Customs Baggage declaration form. — Circular No.
08/2016-Cus. Dated 8-3-2016

27.What are the circumstances under which the goods imported by a passenger could
be considered as his "hona fide baggage" under the Customs Act, 19627 (May 1997,

5 Marks) Explain in brief the duty exemption to baggages u/s 79(1) of Customs Act,
1962. (May 2010-NS, Marks 3)

Ans: The provisions are as under -

(1) Bona fi.de baggage exempted. from du.tg [Section 79] : The provision relat'mg to d.utg
exemption of baggage is provi.d.ed. under Section 79. The proper offi.cer may, subject to the

rules made under section 79(2), pass free of d.utg,—

a) any article in the baggage of a passenger or a member of the crew in respect of which
the said officer is satisfied that it has been in his use for such minimum period as
may be speci.f'ted. in rules;

b) any article in the baggage of a passenger in respect of which the said officer is sati.sf'ted.
that it is for the use of the passenger or his fam'ng or is a bona fid.e g'Lft or souvendtr,
provided the value of each such article and the total value of all such articles does not
exceed the limits specified in the rules.

¢ Baggage Rules, 2016 Baggage Rules, 2016 have been framed. bg the Central
Government which specify the peri.od., terms and conditions, value, limits etc. for the
above purpose. They have come into force with effect from 01-04-2016

(2) Regulat'Lon.s in respect of baggage [Section 81] : The Board may make regu.Lat'LorLs, in respect
ofi~

(a) the manner of declaring the contents of any baggage;
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(b) the cu.stod,g, examination, assessment to d.utg and clearance of baggage;
(c) the transit or transhipment of bagga.ge from one customs station to another or to a

place outside India.
Note:
(i) Bona f'Lde Baggage : Imports of fu.m'Ltu.re, l'Lght fi.tt'mgs, bathroom accessories etc. bg
passengers making short visits abroad do not qualify as bona fide baggage.
(iv) Laptop exempt : One laptop computer (notebook. computer) is exempted. from whole of the
d.u.tg of Customs when 'meorted bg a passenger (other than member of crew) of the age of

18 years or above vide Notification No. 11/2004-Cus, dated 8-1-2004.

28.Write a short note on temporary detention of baggage imported into India. (May

1997, 21, marks) (May 2000, 4 Marks)
Ans: Temporary detention of baggage [Section. 80]: Where the baggage of a passenger contains
any article-
v which is dutiable or the import of which is prohibited., and
v in respect of which a true declaration has been made under section 77, the proper officer

may, at the request of the passenger, detain such article for the purpose of being returned to
him on his leaving India.
However, i.f, for any reason, the passenger is not able to collect the article at the time of his
lea.v'mg India, the article may be returned to him,—

v through any other passenger authorised bg him and I.ea.v'mg India, or

v as cargo con.si.gned. in his name.

BAGGAGE RULES, 2016

29.Briefly enumerate the articles that are allowed free of duty under Baggage Rules,
2016 to Indian resident coming from countries other than Nepal, Bhutan or
Myanmar.

Ans: Passengers arriving from countries other than Nepal, Bhutan or Myanmar [Rule 3] :

(1) Duty free allowance in respect of Indian resident or a forei.gn.er resi.d.'Ln.g in India or tourists
of Indian origin:
(a) An Indian resident; or

(b) A foreigner resi.d.i.ng in India; or

(c) A tourist of Indian origin,
not being an infant, arriving from any country other than Nepal, Bhutan or
Mganmar, shall be allowed clearance free of du.tg articles in his bona f'Lde ba.gga.ge,
that is to say-

(d) used personal effects and travel souvenirs; and

(e) articles other than those mentioned in Annexure upto the value of 2 50,000 if these
are carried on the person or in the accompanied baggage of the passenger.
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(2) Duty free allowance in respect of Tourist of Foreign. Origin : A tourist of fore'LgrL origin, not
being an infant, arriving from any country other than Nepal, Bhutan or Myanmar shall

be allowed clearance free of d.u.tg articles in his bona f'Ld.e baggage, that is to say,—
(a) used personal effects and travel souvenirs; and
(b) articles other than those mentioned in Annexure I, upto the value of 2 15,000 'Lf these
are carried on the person or in the accompanied baggage of the passenger.
3) Duty free allowance in respect of 'Lnfants : Where the passenger is an 'Ln.fa.nt, onl.g used
personal effects shall be allowed duty free.
Notes:

(1) “Resident” means a person holding a valid passport issued under the Passports Act, 1967
and normallg residing in India. [Rule 2(iv)]

(2) “Infa.n.t" means a child not more than 2 years of age. [Rule 2(iit)]

(3) "Tourist” means a person. not normallg resident in India, who enters India for a stay of
not more than 6 months in the course of any 12 months period for legitimate non-
immigrant purposes; [Rule 2(v)]

(4) “Personal effects” means things required for satisfying daily necessities but does not include
jewellerg. [Rule 2(vi)]

(5) Pool'mg not permi.ssi.ble : The C_,eneral Free Allowance (QFA) of a passenger under this rule
shall not be allowed to be pooled with the free allowance of any other passenger.

ANNEXURE - I
(See rule)

1. Fire arms.
2 Ca_rtr'Ld.ges of fLre arms exceedin.g 50.
3. C'Lgarettes exceeding 100 sticks or cigars exceedin.g 25 or tobacco exceed.'LrLg 125 gms.

4. Alcoholic L'Lqu,or or wines in excess of two Litres.
5. C_,old or silver in any form other than ornaments.
6Flat Panel (L'Lqu'Ld. Crgstal D'Lsplag/L'Lght-Em'Ltt'mg Diode/Plasma) television

Jewellery eligible for GFA under Rule 3 and Rule 4 : Jewellery has been specifically excluded
from personal effects. The same is not eligible for full exemption as applicable in case of used
personal effects. Gold or silver in any form other than ornaments is specifically included in
Annexure I Hence. Ornaments becomes eligible for GFA under Rule 3 and 4 within the
monetary limits specified in the said Rules. The special provision for jewellery under Rule 5

may be regarded as an additional allowance subject to conditions specified in the said rule.

30. Briefly enumerate the articles that are allowed free of duty under Baggage Rules,

2016 to resident Indian coming from countries Nepal, Bhutan or Myanmar.

Ans: Passengers arriving from Nepal, Bhutan or Myanmar [Rule 4] :

() Duty free allowance in respect of Indian resident or a foreigner residing in India or tourists:
a) An Indian resident; or
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b) a fore'Lgner res'Ld'LrLg in India; or

¢) a tourist,
not be'mg an infant, arriving from Nepal., Bhutan or Myanmar, shall be allowed
clearance free of d.u.tg articles in his bona f'Ld.e baggage, that is to say,—
v used personal effects and travel souvenirs; and
v articles other than those mentioned in Annexure I upto the value of 3 15000 if
these are carried on the person or in the accompanied baggage of the passenger.
(2) Duty free allowance in case of infant : Where the passenger is an infant, onlg used personal.
effects shall be allowed duty free.
(3) Duty free allowance in case of passenger is arriving by land : Where the passenger, is
arriving by land, only used personal effects shall be allowed duty free.
Note: Pooling not permissible : The free allowance of a passenger under this rule shall not
be allowed to be pooled with the free allowance of any other passenger.

ree allowance in res

Ans: Jewellery [Rule 5]: A passenger returning to India shall be all.owed clearance free of duty
jewellery in his bona fide baggage to the extent as given below:

Passenger who|| v For a (_:,entl.eman passenger : Jewel.lerg upto a wei.ght, of 20 grams
has been res'Ld.'LrLg with a value cap of 2 50,000.

abroad for over| v Fora l.ad.g passenger : Jewellery upto a weight, of 40 grams with a
one year value cap of 2 1,00,000.

32. What conditions are to be sati.sfi.ed bg a person for availin.g concessions on

transferring his residence?
Ans: Transfer of residence [Rule 6] :

m A person, who is engaged_ in a profess'Lon abroad, or is transferr'mg his residence to India,
shall, on return, be allowed clearance free of d.utg in addition to what he is allowed under
rule 3 or, as the case may be, under rule 4, articles in his bona fi.d.e baggage to the extent
mentioned in column

(2) of the Appendix below, subject to the conditions, 'Lf any, mentioned in the corresponding
entry in column (3) of the said Appendi.x. (2) The conditions mentioned in column (3) of
the said Appendi.x may be relaxed to the extent mentioned in column (4) of the said

Appendix.
Duration of Articles allowed free of dutg Conditions Relaxation
stay abroad
(1) ) (3) (4)
From 3|{ Personal and household articles, || Indian -
months upto other than those mentioned in passenger
6 months Annexure I or Annexure II but
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i.ncl.u.d.'LrLg articles mentioned in

Annexure III upto an aggregate
value of 2 60,000.

From 6 || Personal and household articles, || Indian -
months upto || other than those mentioned in | passenger
1 year Annexure I or Annexure II but
including articles mentioned in
Annexure III, upto an aggregate
value of 2 1,00,000.
Minimum || Personal and household articles, || The Indian || -
stay of 1 year || other than those mentioned in |fpassenger
during the || Annexure I or Annexure II but |fshould not
preceding 2| including articles mentioned in | have availed
years. Annexure III upto an aggregate | this concession
value of 2 200,000. in the preced'mg
3 years.
Minimum Personal and household articles, |[(l) Minimum Sh.ortfall of upto 2
stay of 2|fother than those listed at Annexure |[stay of 2 years [ months in  stay
years I or Annexure II but 'LrLcLu.d_'mg abroad, abroad can be
more. or articles immediately condoned by Deputy
mentioned in Annexure III upto an || preceding  the || Commissioner of
aggregate value of z 500,000. date of his [ Customs or Assistant
arrival on || Commdissioner of
transfer of || Customs if the early
residence; return s on account

Of :

(i) terminal leave or
vacation being
availed of by the
passenger; or

(i) any other specLaL
circumstances for
reasons to be recorded
in writing.

(it) total stay in
India on short

The

Commuissioner of

Pr'mcipa.l
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not exceed 6 | condone short visitsin
months; and excess of 6 months in
special circumstances
for reasons to be
recorded. in writing

(iit)  passenger || No relaxation
has not availed
the concession
in the preceding
3 years.

ANNEXURE - IT (See rule 6)
i) Colour Television.
it) Video Home Theatre System.
iit) Dish Washer.
tv) Domestic refrigerators of capacity above 300 Litres or its equivalent.
v) Deep Freezer.
vi) Video camera or the combination of any such Video camera with one or more of the
following goods, namely:-
v television recelver;
v sound recording or reproducing apparatus;
v video reproducing apparatus.
vil) C'Lnema.togra.phic fi.l.ms of 35mm and above.
vill) C_,old. or Silver, in any form, other than ornaments.

ANNEXURE - III (See rule 6)
i) Video Cassette Recorder or Video Cassette Plager or Video Television Receiver or Video
Cassette Disk Player.
i) D'Lg'Lta.l Video Disc pl.a.ger.
i) Music System.
iv) Air-Conditioner.
v)  Microwave Oven.
vi) Word Processing Machine.
vil) Fax Machine .
viit) Portable Photocopgin.g Machine.
ix) Wash'mg Machine. 10.
x)  Electrical or Li.quef'ted. Petroleum Gas Cooki.ng Range.
xi) Personal Computer (Desktop Computer).
Xit) Laptop Computer (Note book Computer).
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xiit) Domestic Refr'Lgerators of capacity up to 300 litres or its equ'walent.

provisions of duty free allowance in case of currency.
Ans: Currency [Rule 7]: The import and export of currency under these rules shall be governed
in accordance with the provisions of the Foreign Exchange Man.agement (Export and Import of
Cu.rrencg) Regulations, 2015 and the not'Lfi.cat'Lons issued thereunder.

34. State briefly the provisions relating to Unaccompanied Baggage under the Baggage
Rules, 2016.

Ans: Provisions regarding unaccompanied baggage [Rule 8]: The provisions of free allowances

given under Baggage Rules, 2016 shall be applicable to 'unaccompanled. baggage' if-

(1) the sald unaccompanied baggage had been in the possession, abroad, of the passenger and
is dispatched within 1 month of his arrival in India or within such further period as the
Deputy Commissioner of Customs or Assistant Commissioner of Customs may allow.

(2) the said u.naccompani.ed baggage may land in India upto 2 months before the arrival of
the passenger or within such per'Lod., not exceedi.n.g 1 year, as the Deputy Commissioner of
Customs or Assistant Commuissioner of Customs may allow, for reasons to be recorded, if he
is satisfied that the passenger was prevented from arriving in India within the period of 2
months due to circumstances begond his control, such as -

sudden illness of the passenger or a member of his familg, or

v

v natural calamities, or

v disturbed conditions, or

v d.'Lsrupti.on. of the transport or travel arrangements in the country or countries concerned, or
v any other reasons, which necessitated a change in the travel schedule of the passenger.
Note: "Family” includes all persons who are residing in the same house and form part of the
same domestic establishment;

35. State briefly the provisions relating to applicability of baggage rules to the members

Ans: Applicability of baggage rules to member of crew [Rule 9]: These rules shall also apply to
the members of the crew engaged in a foreign going conveyance for importation of their baggage
at the time of final pay off on termination of their engagement.

A member of crew of a vessel or an aircraft other than those referred above, shall be allowed to
bring articles like chocolates, cheese, cosmetics and other petty gift items for their personai or
fam'LLg use which shall not exceed the value of 1,500.

OODS IMPORTED OR EXPORTED By POST/COURIER
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36.In the context of the Customs Act, 1962, briefly discuss the following Date for
purposes of determination of rate of duty and tariff valuation in respect of goods
imported or exported by post or courier. (Nov. 1998, 3 Marks) (May 2014, 3 Marks)

Or
Write a short note on Postal Articles. (May 2003, 3 Marks)

Ans: The prov'Ls'Lons rel.a.ting to Postal Articles are as under —

() Rate of du.tg and tariff valuation in respect of good.s i.mported or exported bg post or courier
[Section 83] : The provisions relating to the date for determination of rate of duty and tariff
valuation in case of goods imported or exported by post or courier under section 83 are as
foll.ows,—

(a) For goods 'meorted. bg Post/ Courier : The rate of d.u.tg and tariff value, if any, appl.'LcabI.e
to any goods imported by post or courier shall be the rate and valuation in force on
the date on which the postal authorities or the authorised courier present to the proper
officer a list containing the particulars of such goods for the purpose of assessing the
duty thereon :

However, if such goods are meorted bg a vessel and the list was presented before the
date of the arrival of the vessel, then it shall be deemed to have been presented on the
date of such arrival

(b) For goods exported bg Post/ Courier : The rate of d,utg and ta.r'Lff value, i.f any, applica.ble
to any goods exported by post or courier shall be the rate and valuation in force on the
date on which the exporter delivers such goods to the postal authorities or the authorised
courier for exportation.

(2) Regulations regarding goods imported or to be exported by post or courier [Section 84] : The
Board may make regulations providing for
(a) the form and manner in which an entry may be made in respect of good_s i.mported. or

to be exported_ bg post or courier;
(b) the examination, assessment to d.utg, and clearance of goods 'meorted. or to be exported,
by post or courier;
(c) the transit or transhipment of goods 'meorted bg post or courter, from one customs
station to another or to a place outside India.
Exports by Post Regulations, 2018 [Notification No. 48/2018-Cus (N.T.) date 04-06-2018] :

Particulars Descri.pti.on.

1. ||Short title and || v These regulati.ons may be called the Exports bg Post Regu.l.a.tions,
commencement 2018.
v Theg shall come into force on 21-06-2018.

2 Appl.i.cati.on. These Regu.lations shall applg to export of goods by any person,
h.old.i.ng a valid Import Export Code issued bg the DGFT, in
furtherance of business from any foreign post office notified under
section 7(e) of the Customs Act, 1962.
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3. || Definition "E-commerce” means buying and selling of goods through the internet
on an e-commerce pl.atform, the payment for which shall be done
through various electronic means and in accordance with the
guidelines issued and as specified by the Reserve Bank of India from
time to time.

4. ||Entry to be || In case of good.s to be exported. th.rough. a foreign post office, an entry
made for export || shall be required to be presented to the proper officer at the foreign post
goods office of clearance, in the FORM-L [Postal Bill of Export - I (PBE-I)]

STORES

37. How is expression "stores" defined under Customs Act, 1962? State briefly the
provisions relating to warehousing, transit and consumption of stores without

payment of duty under Act. (May 1996, 5 Marks)

Or
Write a short note on Stores. (May 2003, 3 Marks)

Or
Briefly explain the provisions of Section 89 of the Customs Act, 1962 with regard to
supply of ship stores. (Nov. 2007, 2 Marks)

Ans: "Stores" means goods for use in a vessel or ai.rcraft and includes fuel. and spare parts and
other articles of equipment, whether or not for immediate f'Ltt'mg. [Section 2(38)] The statutory

provisions relating to stores are contained in Sections 85 to 90 which are as follows:-

(1) Stores may be allowed to be warehoused without assessment of du,tg [Section 85] : Where
any imported goods are entered for warehousing and the importer makes and subscribes to
a declaration that the goods are to be supplied as stores to vessels or aircrafts without
payment of i.mport d.u.tg, the proper offi.cer may perm'Lt the goods to be warehoused without
being assessed to duty,

(2) Transit and Transhipment of stores [Section 86] : Any stores 'meorted. in a vessel or aircraft
may, without payment of d.utg, remain on board such vessel or aircraft while it is in India.
Any stores imported in a vessel or aircraft may be transferred to any vessel or aircraft as
stores for consumption therein as prov'uied in Section 87 or Section 90, with the permission
of the proper officer.

(3) Imported stores may be consumed on board of a foreign—go'mg vessel or aircra.ft [Section 87]:
Any i.mported stores on board of foreign-going vessel or aircraft (other than stores meant for
sh'Lp of Indian Navy to which Section 90 a.ppli.es) may be consumed thereon as stores
without payment of duty.

(4) Drawback on export of stores [Section 88] : If any stores are “taken on board any fore'LgrL-
going vessel or aircraft as stores”, then the same shall be regarded as export and duty
drawback shall be allowed of the import dutg ) pa'Ld.. However, in case of fuel and
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lubricating oil taken on board any foreign-going aircraft as stores, 100% drawback shall
be admissible under section 74.

(5) Stores to be free of export d.u.tg [Section 89] : goods produced. or manufactured in India and
required as stores on any foreign-going vessel or aircraft may be exported free of duty in
such quantities as the proper officer may determine, having regard to the size of the
vessel/aircraft, the number of passengers and crew and the length of the voyage or journey
on which the vessel or aircraft is about to depart.

(6) Concessions in respect of 'meorted. stores for the Navy [Section 90] : Imported. stores may,
without payment of du.tg, be consumed on board a Sh.i.P of the Indian Navy.

The stores taken on Board of the ship of Indian Navy will be treated as if they are exported out

of India and will be entitled for duty drawback @100% of the import duty.

"Stores” means —

(a) stores for the use of a ship of the Indian Nawy;

(b) stores supplied free by the Government for the use of the crew of a ship of the Indian
Navy in accordance with their conditions of service.

Note
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mmm) TOPIC REFERENCER

Licensing of Public Warehouses, Private Warehouses and S/Jea'al Warehouses
Ware/zous[n_q Bond, Ware/wus[n_q Period, Control over Warehoused goods
Owner's R[_q/zt to deal with Warehoused gooa’s, Manufacture in Warehouse

Removal of gaods from Warehouse
Improper Removal of goads from Warehouse

LICENSING OF PUBLIC WAREHOUSES, PRIVATE WAREHOUSES
AND SPECTIAL WAREHOUSES

1. Define warehouse. (2 Marks, Nov. 2011)

Ans "Warehouse" means —

O 0 000

W a pu.bl.i.c warehouse licensed under section 57; or
(i) a private warehouse licensed under section 58; or
(iit) a spec'LaL warehouse licensed under section 58A. [Section 2(43)]

2. Who has the powers to license public warehouse under the Customs Act, 19627 (Nov.

2008, 1 Mark)

Ans: Licensing of public warehouses [Section 57]: The Principal Commuissioner of Customs or
Commuissioner of Customs may, subject to such conditions as may be prescribed, license a pu.bli.c
warehouse wherein dutiable goods may be deposited.

3. State the provisions relating to licensing of private bonded warehouses under
Customs Act, 1962. (Nov. 2002, 6 Marks) (May 1997, 6 Marks) (May 1999, 6
Marks),(4 Marks, Nov. 2015)

Ans: Licensing of private warehouses [Section 58]: The Principal Commissioner of Customs or
Commuissioner of Customs may, subject to such conditions as may be prescribed, license a private

warehouse wherein dutiable goods 'meorted bg or on behalf of the licensee may be deposlted.

4. Who has the powers to license special warehouse.

Ans- Licensing of special warehouse [Section warehouse]:

(@) Special warehouse to be licensed : The Principal Commuissioner of Customs or
Commuissioner of Customs may, subject to such conditions as may be prescribed, license a
special warehouse wherein dutiable goods may be deposited.

(b) Control over special warehouse : Such warehouse shall be caused to be locked bg the proper
officer and no person shall enter the warehouse or remove any goods therefrom without
the permission of the proper officer.
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(c) goods to be n.ot'Lf'Led : The Board may, bg not'Lf'Lca.t'Lon in the Off'Lc'Lal gazette, specifg the
class of good.s which shall be depos'Lted. in the spec'La.l warehouse licensed under section

58A(1).

Notification No. 66/2016-Cus (NT) dated 14-5-2016 - The CBIC has spec'Lf'Led. the foll.owin.g
class of goods which shall be deposited in a special warehouse namely:
(1) gold,, silver, other precious metals and semi-precious metals and articles thereof;
(2) goods warehoused for the purpose of -
(a) suppl.g to d.u.tl_.j free sh.ops in a customs area;
(b) suppl.g as stores to vessels or aircrafts under Ch.apter XI of the Customs Act, 1962;
(c) su.ppl.lj to foreign pri.vil.eged persons in terms of the Foreign Pr'w'tl.eged. Persons
(Regu,la.t'ton of Customs Pr'Lv'Lleges) Rules, 1957.

5. Write a note on Cancellation of Licence under section 58B of the Customs Act, 1962
OR
Who can suspend/cancel the warehouse licence and on what grounds? What is the

effect of suspension or cancellation on the warehouse and the goods in the warehouse?
Explain in brief with reference to provisions relating to cancellation of licence of

Woarehouse u/s 58B of the Customs Act, 1962, (5 Marks, Nov. 2018 -NS)

Ans: Cancellation of Licence [Section 58B]:

(1) Cancellation of Licence on Breach of Conditions : Where a licensee contravenes any of the
provisions of this Act or the rules or requlations made thereunder or breaches any of the

conditions of the licence, the Pri.n.c'Lpa.l. Commuissioner of Customs or Commissioner of
Customs may cancel the licence granted under section 57 or section 58 or section 58A:

(2) Opportunity of bei.ng heard : Before any licence is cancelled, the licensee shall be given a
reasonable opportunity of being heard.

(3) Suspension of warehou.sin.g operations : The Pr'mcipa.l Commuissioner of Customs or
Commuissioner of Customs may, without prejudice to any other action that may be taken
against the licensee and the goods under this Act or any other law for the time being in
force, suspend. operat'LorL of the warehouse d.u.r'mg the pend,en.cg of an enquiry under Section
58B(1).

(4) No goods to be deposited. d.ur'Ln.g suspension period. : Where the operation of a warehouse is
suspen.ded under Section 58B(2), no good.s shall be deposi,ted in such warehouse dur'mg the
period. of suspension.

(5) Warehousing provisions to apply for already deposited goods : The provisions of this Chapter
shall continue to apply to the goods already deposited in the warehouse.

(6) (_;ood.s to be removed within 7 dags of cancellation : Where the licence issued under section
57 or section 58 or section 58A is cancelled, the goods warehoused shall, within 7 dags from
the date on which order of such cancellation is served on the licensee or within such extended
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period as the proper officer may allow, be removed from such warehouse to another warehouse
or be cleared for home consumption or export.

(7) Wa.rehou.s'mg provisions to applg for a.lreadg deposited goods : The provisions of this Cha.pter
shall continue to apply to the goods already deposited in the warehouse till they are removed

to another warehouse or cleared for home consumption or for export, du.ri.n.g such per'Lod.

WAREHOUSING BOND, WAREHOUSING PERIOD, CONTROL OVER WAREHOUSED
OODS

6. Write short note on: Warehousing Bond. (Nov. 1997) (2 Marks, May 2017)

Ans: Warehousing Bond [Section 59]: The relevant provisions are as under —

1)} Tri.pl.e duty bond to be executed : The importer of any goods in respect of which a bill of
entry for warehousing has been presented under section 46 and assessed to duty under
section. 17 or section 18 shall execute a bond in a sum equal to thrice the amount of the
duty assessed on such goods, binding himself-

(@) to complg with all the provisions of the Act and the rules and regu.l.ation.s made
thereunder in respect of such goods;

(b) to pay, on or before the date speci.fLed in the notice of demand, all duties and interest
pa_gable under Section 61(2); and

() to pay all penalties and fires incurred for the contravention of the provisions of this
Act or the rules or requlations, in respect of such goods.

(2) Execution of general bond : The Assistant Commuissioner of Customs or Deputy
Commissioner of Customs may permit an importer to execute a general bond in such
amount as the Assistant Commissioner of Customs or Deputy Commissioner of Customs
may approve in respect of the warehousing of goods to be imported by him within a specified
period.

The bond amount is determined by Assistant/Deputy Commissioner of Customs, having

regard to:

v past imports warehoused and the duty involved in such consignments;

v anticipated imports and expected revenue involved.
In practice, a running account is maintained which is debited when 'meorted goods are
warehoused and credited when warehoused goods are cleared ex-bond on payment of
duty.

3) Security to be fu.mished : The importer shall, in addition to the execution of a bond under
Section 59(1)/(2), furnish such security as may be prescribed.

(4) Bond to remain in force even i.f goods are tra.n.sferred to another warehouse : Any bond
executed under this section by an importer in respect of any goods shall continue to be in
force notwithstanding the transfer of the goods to another warehouse.

(5) In case of transfer of goods - transferee to execute bond and furnish security : Where the
whole of the goods or any part th.ereof are transferred to another person, the transferee shall
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execute a bond in the manner speci.f'Led. in Section 59(1)/(2) and furnish security as spec'Lf'Led
under Section 59(3).

7. Write short note on: Permission goods for deposit in warehouse.
Ans: Permission for removal of goods for deposit in warehouse [ Section 60]: The relevant

provisions are asunder

() When the provisions of section 59 have been complied with in respect of any goods, the
proper officer may make an order permitting removal of the goods from a customs station
for the purpose of deposit in a warehouse
However, such order may also be made electronically through the customs automated
system on the basis of risk evaluation through appropriate selection criteria.

(2) Where an order is made under this section, the goods shall be d.eposi.ted. in a warehouse in
such marmer as may be prescribed.

8. Write a note on warehousing period under section 61 of the Customs Act, 1962. (May
2000, 3 Marks) (Nor 2001 & 2002: 3 Marks) (May 2006, 4 Marks)
OR
What is the warehousing period for capital goods and other goods in the case of EOUs,
EHTPS, STPs, and for warehouses where manufacture/ other operations are permitted
under section 65 of Customs Act, 1962 and also in other cases? Can the warehousing
period be extended? (5 Marks, May 2018-NS)
Ans- Period For Which Goods May Remain Warehoused [Section 61]:
(1) Wa.rehou.si,ng peri.od : Any warehoused good.s may remain in the warehouse in which theg
are d,eposited. or in any warehouse to which theg may be removed,—
(a) in the case of cap'Lta.l goods intended for use in any -
L) 100% export oriented undertaking; or
(it) electronic hardware technol.ogg park unit; or

(L) softwa.re techn.ologg pa.rk unit; or
(iv) any warehouse wherein manufacture or other operations have been permi,tted, u/s
65, till their clearance from the warehouse;
(b) in the case of goods other than ca.pita.l goods intended for use in any -
(L) 100% export oriented u.n.d.ertaking; or
(i) electronic hardware technologg park unit; or
(L) softwa.re techn.ologg pa.rk unit; or
(iv) any warehouse wherein manufacture or other operations have been permi.tted under
section 65, till their consumption or clearance from the warehouse; and
(c) in the case of any other goods, till the expiry of 1 year from the date on which the proper
off'Lcer has made an order under section 60(1).
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Extension of Warehousing period : However, the Principal Commissioner of Customs or
Commuissioner of Customs may, on sufficient cause being shown, extend the period for which
the goods may remain in the warehouse, by not more than one year at a time.

Reduction of Warehou.s'mg Period : Where such goods are I.'Lkel.g to deteriorate, the per'Lod.
referred above may be reduced by the Principal Commuissioner of Customs or Commuissioner
of Customs to such shorter period as he may deem fit.

(2) Interest in case of warehoused goods : Where any warehoused goods spec'Lf'Led. in Section
61(1)(c) remain in a warehouse begond a per'Lod. of 90 da.gs from the date on which the
proper off'Lcer has made an order under section 60(1), interest shall be pagable at such rate
as may be foed bg the Central 90vernmen.t under section 47 ie. 15% p.a. on the amount of
d.u_tg pagable at the time of clearance of the goods, for the peri.od from the expiry of the said
90 days till the date of payment of duty on the warehoused goods.

Exceptions: If the Board considers it necessary so to do, in the public interest, it may-

(a) bg order, and under the circumstances of an excepti.onal nature, to be specified in such
order, waive the whole or any part of the interest pal_.jabl.e under this section in respect of
any warehoused goods;

(b) bg rLot'Lfi.ca.t'LorL in the Off'Lc'La.l Gazette, specifg the class of good.s in respect of which no
interest shall be cha.rged. under this section;

(c) bg notification in the Ofﬁcial Gazette, specify the class of good.s in respect of which the
interest shall be chargeable from the date on which the proper officer has made an order
under section 60(1).

Expl.a.nat'ton: For the purposes of this section,—
() “Electronic hardware tech.nol.ogg pa.rk unit’ means a unit established under the Electronic

Hardware Technology Park Scheme notified by the Government of India;
(it) 100% export oriented und.erta.ki.n.g" has the same meaning as in clause (ii) of Explanation
2 to Section 3(1) of the Central Excise Act, 1944; and
(i) “Software techn.ologg park unit’ means a unit established under the Software Tech.n.ol.ogg
Park Schem.e notified by the Government of India.
Time period for which different class of goods may be warehoused and interest provisions are
tabulated as under -
Class of goods Time for which the goods || Interest provisions
may remain warehoused

(1) C_,oods for use in any 100% EOU/ EHTP/ STP/ warehouse where manufacture or other
operations are permitted u/s 65 :
(1) Cap'LtaL goods Till the clearance of such || No interest is pagable as good.s can

goods from warehouse remain in the warehouse till their
clearance or consumption
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(it) Other goods

Till the consumption or
clearance of such good.s

(2) ]| Goods other than

(1) above

Till the expiry of 1 year
from the date of order u/s
60(1) permitting removal of
goods from a customs
deposit

station for in

warehouse

Interest will be pagable 'Lf good.s
remain in the warehouse begond 90
dags from the date on which the order

u/s 60(1) is made.

Rate of interest

Rate foed u/s 47
which is 15% pa.

Amount on
which interest is

payable

Duty payable at
the time of
clearance of the

goods

Period for
which interest is

From the expiry of
the 90 d.a.gs till

payable the date of
payment of duty
on the
warehoused
goods.

No interest leviable in case of NIL duty : The Supreme Court in Pratibha Processors v. LLOI
[1996] 88 ELT 12 (SC) has held that i.f on date of removal of goods from warehouse, such goods
are chargeable with NIL rate of duty or are wholly exempt from duty, then no interest will be
payable since interest is calculated on duty amount.

Improper removal from warehouse : Goods which are not removed from the warehouse after the
expiry of the per'Lod permitted for warehous'mg or extended, are deemed to be 'meroperlg removed
in terms of section 72. The rate of duty applicable in such case will be the rate in force on the
date of deemed removal, Le. the date on which the perm'Ltted period or its perm'Ltted_ extension
comes to an end. When the demand notice is issued is not relevant for determining the rate of
duty.

The Supreme Court in Kesoram Rayon v. CC [1996] 86 ELT 464 (SC) has held that Section
15(1)(b) has no a.pplica.tion in such cases where the goods are removed from warehouse begond_
the perm'Ltted per'Lod of warehousing; it is appLLcabLe only to the cases where a bill of entry is
presented for removal from warehouse under section 68.

OWNERS RIGHT TO DEAL WITH WAREHOUSED GOODS, MANUFACTURE IN

WAREHOUSE
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9. Briefly state the rights of the owner of warehoused goods under the Customs Act,

1962. (May 2001, 4 Marks) (Nov. 2003, 6 Marks) (Marks 2, Nov. 2009-NY9)

Ans: Owner's right to deal with warehoused goods [Section 64]: The owner of any warehoused

goods may, after warehousing the same-

(@) inspect the goods;

(b) deal with their containers in such manner as may be necessary to prevent loss or
deterioration or d.a.ma.ge to the good.s;

(c) sort the good.s; or

(d) show the goods for sale.

10.  An owner of imported goods, which have been warehoused, wants to do some
manufacturing operations on such goods inside the warehouse. Explain the
provisions under the Customs Act, 1962 dealing with such operations. (May 1998, 8
Marks) OR

In the context of Section 65 of the Customs Act, 1962 dealing with wastes or refuse

arising during the manufacturing operations or other processes done in the warehouse:

() Examine the validity of the following statement with brief reasons: "If finished

products are cleared for home consumption on payment of appropriate import duty
of customs, then appropriate duty of customs should be levied on the imported
goods content in the waste or refuse” (Nov. 2007, 3 Marks)

(ii) Explain briefly the "relevant date" for determination of rate of duty leviable on the

imported material content in the waste or refuse. (Nov. 2007, 3 Marks) (4 Marks,
May 2017)

Ans: The relevant provi.si.on.s are as under —

{)] Manufacture and other operations in relation to goods in a warehouse [Section 65(1)] :

With the permission of the Pri.n.cipa.l. Commuissioner of Customs or Commissioner of
Customs and subject to such conditions as may be prescri.bed., the owner of any warehoused
goods may carry on any manufacturing process or other operations in the warehouse in
relation to such goods.
However, the central government may, 'Lf sa.tisfied. it is necessary in the pu.bl'Lc interest so to
do, by notification in the official gazette, specify the manufacturing process and other
operations in relation to a class of goods that shall not be permitted in a warehouse. [
inserted bg the finance (no2) act, 2024 wef. 16-08-2024]

(2) Duty l'La.b'Ll'Ltg on waste or refuse arising out of ma.nufa.cturin.g or other operations [Section
65(2)] : In case, if any waste or refuse arises d.uri.ng the course of any operations perm'Lss'Lble
in relation to any warehoused goods, the same shall be dealt as under -

(a) In case fi.n.'Lshed good.s are wh.oll.g or pa.rtl.g exported : If the whole or any part of the
goods resulting from such operations are exported, import duty shall be remitted on the
quantity of the warehoused goods contained in so much of the waste or refuse as has
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arisen from the operations carried on in relation to the goods exported.. However, this

remission shall be allowed only if -

(i) Such waste or refu.se is destroged; or

(i) Duty is pa.'Ld on such waste or refuse, as if it had been 'meorted. into India in that
form.

(b) In case fi.nished. prod.u.cts are wh.ol.lg or partll_.] cleared for home consumption : If the

whole or any part of the goods resulting from such operations are cleared from the
warehouse for home consumption, import duty shall be charged on the quantity of the
warehoused goods contained in so much of the waste or refuse as has arisen from the
operations carried on in relation to the goods cleared for home consumption.
Besides this, such a transaction squarel.lj fa.ll.s within the ambit of “su.ppl.g” under Section
7 of the CGST Act, 2017. 1t would th.erefore be taxable in terms of section. 9 of the CGST
Act, 2017 or section 5 of the IGST Act, 2017 depending upon the supply being intra-state
or inter-state. The resultant product will thus be supplied from the warehouse under the
cover of GST invoice on the payment of appropriate GST and compensation cess, if any.
Date for determination of rate of duty and tariff valuation of import material contained
in the waste : The relevant date for determination of rate of duty and tariff valuation
of import material contained in the waste will be the date of actual payment of d.u.tl_.j,
since the said goods category are covered bg Section 15(1)(c).

(3) To the extent that the resultant prod_uct whether emerging out of ma.nufa.ctu.ri.n.g or other
operations in the warehouse is cleared for domestic consumption.

(4) Power to exempt meorted. material used in the manufacture of good.s in warehouse [Section
66] : If any imported materials are used in accordance with the provisions of Section 65
for the manufacture of any goods and the rate of duty leviable on the imported materials
exceeds the rate of du.tg Lleviable on such goods, the Central Government, 'Lf sa.t'tsfi.ed. that in
the interests of the establishment or development of any domestic industry it is necessary
so to do, may, bg n.ot'Lf'Lcati.on in the Offi.cial Gazette, exempt the i,mported. materials from
the whole or part of the excess rate of duty.

REMOVAL OF GOODS FROM WAREHOUSE

1. State the circumstances under which the goods deposited in a bonded warehouse

could be removed under the Customs Act, 1962 (May 2001, 4 Marks) (Nov. 1996, 5

Marks) OR
Can warehoused goods be transferred from one warehouse to another under the
Customs Act, 1962? (May 2003, 3 Marks) (Nov. 2008 (NS), 2 Marks)
Ans: Removal of goods from one warehouse to another [Section 67]: The owner of any
warehoused goods may remove them from one warehouse to another, with the permission of the
proper officer and subject to such conditions as may be prescribed for the due arrival of the
warehoused goods at the warehouse to which removal is permitted.
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12.Explain briefly the procedure for clearance of warehoused goods for home

consumption wunder Section 68 of the Customs Act, 1962. (Nov. 2004, 3 Marks)

Ans: The procedure for clearance of warehoused goods for home consumption under Section 68
of the Customs Act, 1962 is as under -
() Clearance of warehoused goods for home consumption [Section 68] : Any warehoused goods

may be cleared from the warehouse for home consumption if following conditions are
fulfilled -
(a) a Bill of Entry (ex— bond bill of entrg) for home consumption has been presented in
prescribed form;
(b) the import du.tg, interest, fine and pena.lties pagable in respect of such goods have been
paid; and
(c) an order for clearance of such goods for hom.e consumption has been made by the proper
officer.
However, the order may also be made electronically through the customs automated
system. on the basis of risk evaluation through appropriate selection criteria.
(2) Relinquishment of title : The owner of any warehoused goods may relinquish his title to
such warehoused goods -
(a) at any time before an order for clearance of goods for home consumption has been made,
and
(b) upon payment of penaltles, 'Lf any, in respect of the goods, and on such rel'mqu.ishmen.t,
he shall not be liable to pay duty thereon.
(3) No reli.n.quishment, if offence committed : The owner of any such warehoused goods shall
not be allowed to relinquish his title to such goods regarding which an offence appears to
have been committed under this Act or any other law for the time being in force.

13.Explain the provision relating to clearance of warehoused goods for ‘export. (May

2003, 3 Marks)

Ans: The provision relating to clearance of warehoused goods for ‘'export' are as under —

(1) Clearance of warehoused goods for export [Section 69] : Any warehoused goods may be
exported to a place outside India without payment of import duty, if following conditions
are fulfilled-

(@) a sh'tpp'mg bill or a bill of export or the form as prescri.bed under section 84 has been

presented in respect of such goods;
(b) the export dutl_.], fine and pena.lti.es pagable in respect of such goods have been pa.i,d; and
(c) an order for clearance of such goods for export has been made by the proper off'Lcer.
However, the order referred to in clause (c) may also be made electronical.lg through the
customs automated system on the basis of risk evaluation through appropriate selection
criteria.
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Demand for payment of duty or conditions on export goods likely to be smuggled back : If
the Central Government is of the opinion that goods of any specified description are likely
to be smuggled back into India, it may, by notification in the Official Gazette, direct that
such goods shall not be exported to any place outside India without payment of duty or

may be allowed to be so exported subject to such restrictions and conditions as may be
specified in the notification.

14.Write a brief note on "remission of duty in case of volatile goods" under section 70

of the Customs Act, 1962. (Nov. 2006, 3 Marks)

Ans: Allowance in case of volatile goods [Section 70]: The Assistant Commuissioner or Deputy
Commuissioner of Customs is empowered to remit the import d.u.tl_.j Lleviable on such shorta.ge or

deficiency of the warehoused goods if following conditions are satisfied-
() The goods are found deficient in quantity at the time of delivery from the warehouse.
(it) This shortage is on account of natural loss Le. evaporation etc.
(i) The goods are spec'Lf'Led. bg the Central Government, ha.vin.g regard. to the vola.t'LI.i.tg of the
goods and the manner of their storage. The following goods have been notified -

(a) aviation fu.el., motor spirit, mineral turpentine, acetone, methanol, raw n.a.ptha.,
vaporizing oil, kerosene, high speed. diesel oll, batchi.ng oil, diesel oll, furnace oil and
ethglene dichloride, kept in tanks;

(b) wine, spirit and beer, kept in casks;

(c) liquid helium gas kept in containers; and

(d) crude stored in caverns.

Goods not to be taken out of warehouse except as provided by this Act [Section 71]: The
warehoused goods are not to be removed except for home consumption or export or to another
warehouse or as otherwise provided by the Act.

IMPROPER REMOVAL OF GOODS FROM WAREHOUSE

15. Explain briefly the penal provisions of Section 72 of the Customs Act in respect of
goods improperly removed from a warehouse. (May 2001, 4 Marks)

Mention the circumstances under which goods are considered to have been removed
improperly from a warehouse under the Customs Act. (May 2005, 5 Marks)

Ans: Goods improperly removed from warehouse, etc. [Section 72]: The penal provisions of Section
72 of the Customs Act in respect of goods im.properly removed from a warehouse are as under -
(1) Cases of improper removal of good.s from warehouse [Section 72(1)]: The goods shall be treated

as 'meroperlg removed from the warehouse in foll.owin.g cases -
(a) where any warehoused goods are removed from a warehouse in contravention of Section 71;
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(b) where any warehoused good.s have not been removed from a warehouse at the expiration of
the per'Lod du.r'mg which such good.s are permitted. under section 61 to remain in a

warehouse;

(c) where any goods in respect of which a bond has been executed under section 59 and which

have not been cleared for home consumption or export and are not d.u.ltj accounted for to

the satisfaction of the proper officer.
Duty Demand in case of improper removal: In case of improper removal of warehoused
goods, the proper officer may demand the full amount of import duty chargeable on such
goods along with interest, fine and penalties payable in respect of such goods.

(2) Provisions of Pen.a.l.tl_.j [Section 72(2)]: If any owner fails to pay any amount demanded, then
the proper officer is authorised to detain and sell such portion of the goods as he may deem
fi.t, after giving notice to the owner.

JSW Steel Ltd. v.
CCEx. [2015] 325
ELT 629 (SC)

Goods not removed within permitted warehousing period are deemed to
be i.mproperlg removed under section 72(1)(b) on expiry of such permitted.
period. In such case rate of duty prevalent on date of such expiry is
applicable

Avenue Impex v.
CC (Sea.port)
[2017] 345 ELT 173
(Mad)

Where the warehoused goods were lost due to fire in public bonded
warehouse after the out of charge order was given (order given on O7-10-
2008 and the f'Lre occurred on 09-10-2008); remission cannot be denied
on ground that warehouse keeper and the customs authorities have no
role after the out of charge order has been given. Since the Department
did not dispute the fact that the goods were destroyed, it was directed to
grant remission of duty.

Cancellation and return of warehousing bond [Section 73]:

When the whole of the goods covered bg any bond executed under section 59 have been cleared

for home consumpti.on. or exported. or transferred or are otherwise d.ulg accounted for, and when

all amounts due on account of such goods have been paid., the proper off'Lcer shall cancel the

bond as d.ischa.rged. in full, and shall on demand deliver it, so cancelled, to the person who has

executed or is entitled to receive it.

Note
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REFUNDS, INTEREST THEREON AND OTHER PROVISIONS

. What do you understand by "Unjust Enrichment'? (2 Marks, Nov. 2009-NS) (2 Marks,
May 2003)

Ans: Doctrine of Unjust Enrichment: The doctrine of unjust enrichment means no person can

be unjustly enriched at expense of another person. In indirect taxes, the duty burden passes on

to the person who ulti.mate[g consumes goods. Since the law authorises recovery of indirect taxes
(customs d.u.tg) from buger, therefore, it is alwags presu.med that incidence of du.tg has been

assed.
'Fl)'h.erefore, if any refu.nd. becomes due to the importer, then, since importer has recovered the d.u.tl_.j
from the buyer, thus, to be fair, refund should be made to consumer.
However, it is not possible to locate individual buyers and pay refund to them. Also without
authority of law
Government cannot retain the excess du.tl_.j. Therefore, Section 27 has been introduced which
provides that any refund due to an assessee shall be transferred to Consumer Weifare Refund
and will be used for the purpose of protection and welfare of the consumers. The refund shall
be granted to the assessee only when he proves that incidence of duty has not been passed to
any other person or in certain other specified cases.

Write a note on refu.nd of customs du.tg u/s 27 of Customs Act. Under what circumstances

will the refu.n.d of du.tl_.] be gran.ted. to the assessee instead of bei.n.g credited to Consumer

Welfare Fund? (5 Marks, Nov. 2002)(3 Marks, Nov. 2006) (3 Marks, Nov. 2001) (4 Marks,
May 2004) (4 Marks, Nov. 2010-NS) (2 Marks, Jan. 2021)

Ans: The provLsLons rel.a.t'LrLg to refurLd. of Custom d.utg are as under —

(1) Application. for Refund and time limit: Section 27 provid.es that any person claimin.g refun.d,
of any duty or interest -
(a) paid by him; or
(b) borne by him,
may make an application in such form and manner as may be prescribed for such refund
to the Assistant Commi.ssi.oner/Deputl_.] Commuissioner of Customs, before the expiry of 1 year,
from the date of payment oBf such duty or interest.
Time Limit not applicable in case duty is paid under protest : The limitation of one year
shall not apply where any duty or interest has been paid under protest. Hence, in case of
duty/interest paid under protest, refund claim may be filed without any time-limit.

"The date of payment of d.utlJ or interest” in relation to a person, other than the importer,

shall be construed as "the date of pu.rch.ase of goods" bg such person.

(2) No refu.n.d. admissible i.f amount is less than 2100 : Where the amount of refund. claimed
is less than 2 100, the same shall not be refu.nded..
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3) Documentary evidence to be fu.rn'Lshed to prove that incidence of the du.tg/ interest for which
refu.nd claim has been f'Lled is not passed on to any other person [Section 27(1A)] : Refund.
appl'Lcat'Lon shall be accompanied bg such documentarg or other evidence (anluding
documents referred to in Section 28C) as the appl'Lcant may fu.rni.sh. to establish that the
amount of du.tg or interest in relation to which such refund is claimed,—

(a) was collected from, or pa'Ld bg him; and
(b) the incidence of such dutg or interest, has not been passed on bg him to any other person.

(4) Manner of computation of limitation per'Lod of one year [Section 27(1B)] : Save as otherwise
provided in this section, the period of limitation of one year shall be computed in the
following manner, namel.l_.j,—

Sl || In case The limitation of one year shall be computed
No. from the -
(1) goods are exempt from payment of Date of issue of such order

dutg bg a special. order issued u/s
25(2)

(2) Where the du.tg becomes || Date of such judgment, decree, order or direction

refundable as a consequence of any
judgment, decree, order or direction
of the Appellate authority,
Appellate Tribunal or any court

(3) Where an dut is ald || Date of adjustment of duty after the final
Y Y P J Y

prov'Ls'Lonal.l.g under Section 18 assessment thereof or in case of re-assessment,

from the date of such re-assessment.

(4) In any other case Date of payment of such du.tg or interest

(5) Order of refund [Section 27(2)] : On receipt of such an application, if the Assistant/ Deputy
Commuissioner of Customs is satisfied that the whole or any part of the duty and interest, if
any, pa'Ld thereon pa'Ld bg the appl.'Lcant is refundable, then, he shall make an order
accordingly and the amount shall be credited to the Consumer Welfare Fund.

(6) Circumstances when refund granted to assessee : The amount of customs duty along with
interest, if any, paid thereon shall be paid to the applicant instead of being credited to the
fund in the foLLow'Lng clreumstances,—

(a) Refund to 'Lm.porter/exporter i.f du.tg incidence is not passed : If the Lmporter or exporter has
paid the duty and interest and has not passed on the incidence of such duty and interest
to any other person.

(b) Imports made by individual for personal use : If the duty and interest is paid on imports
made by an individual for his personal use.

(c) Refund to buyer if duty burden not passed : If the duty and interest has been borne by the
buyer and he has not passed on the incidence thereof to any other person.
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(d) Duty drawback : In case of drawback of d.utg pagable u/s 74 and 75 of the Customs Act
1962.

(e) Refund of Export d.u.tg : In case the refund. is in respect of the export du.tg as spec'Lf'Led. in
Section 26 of Customs Act, 1962.

(f) Notif'ted class of appl'Lcan.ts : In case the d.u.tl_.j and interest is borne bl_.j any other such class
of applicants as the Central Government may by notification in the official gazette specify
and such class of persons have not passed on the incidence thereof to any other person.

(g) Excess dutg pa'Ld. bg importer : The d.utg pai.d ln excess bg the importer before an order
permitting clearance of goods for home consumption is made where—

(L) such excess payment of duty is evident from the bill of entry in the case of self-assessed
bill of entry; or

(it) the duty actually payable is reflected in the reassessed bill of entry in the case of
reassessment.

ITC Ltd. v. CCEx | Refund claim against the assessed duty cannot be entertained without
[2019] 368 ELT 216 || challenging the assessment order even in case of self assessment made
(SQ) bl_.j the assessee. Thus, onlg when the order of assessment or sel.f-
assessment is modified in accordance with law by taking recourse to the
appropriate proceedings, refu.nd_ claim u/s 27 of the Customs Act, 1962 is
admissible.

Facts: The appellants paid custom duty on the basis of self assessment which was subsequently
claimed as refund without challenging the assessment order.

Question: The question involved in these appeals is whether in the absence of any challenge to
the order of assessment in appeal, any refund application against the assessed duty can be
entertained?

Appellan.ts Argumen.t : It was argued that prior to the amendment bg the Finance Act, 2011, the
scheme of assessment under Section 17 of the Customs Act was such that once a bill of entry
was filed, examination and testing of the imported goods were done by the proper officer,
thereafter, an order of assessment was passed. after the phgsical. examination. Accord.in.gl.g, Section
27 of the Customs Act provided that claim for refu.nd, to be made bg any person who had (a)
pa'Ld. du.tg ln pursuance of an order of assessment or (b) a person who had borne the du.tg. Earlier,
there was a necessity for an order of assessment by a proper officer under Section 17 of the Customs
Act.

After the amendment to the Act in 2011, there is no need to get the assessment of bill of exchange
done for cla'Lm'LrLg a refu.n.d of excess d_u,tg pai.d under Section 27 of the Act, as now the bill of
entry is to be selfassessed bg the importer or exporter and will be subject to verification. Further,
under Section 17(4) of the Customs Act 'Lf it is found. that seLf—assessmerLt of du.tg has not been
done correctlg bg an importer or exporter the proper officer, may re-assess the dutg. In the case of
re-assessment done under Section 17(4), it is only in these circumstances an order is passed. If no

order of assessment is passed. in the case of sel.fassessment, the refu.nd appl'Lcati.orL can lie. It was

133

CA VARDHAMAN DAGA




. CHAPTER 7 - REFLINDS 'J

urged that Section 27 has also been amended by way of amendment by the Finance Act, 2011,
An application for refund of duty and the requirement of order of assessment that was requisite
before the amendment has now been expressllj removed.

Decision:

v The expression which was earlier used in Section 27(1)(i) that "in pursuance of an order of
assessment” has been deleted from the amended provision of Section 27 due to introduction
of provision as to self—assessment. However, as self—assessmen.t s nonetheless an order of
assessment, no d.ifferen.ce is made bg deletion of aforesaid. expression as no separate reasoned
assessment order is required to be passed in the case of self-assessment.

v Refund provisions u/s 27 cannot be invoked in the absence of amendment or modification
having been. made in the bill of entry on the basis of which self-assessment has been made.

v The refund proceedings are in the nature of execution for refunding amount. It is not
assessment or re-assessment proceedings at all. Existence of those exigencies is also to be
proved which cannot be adjudicated within the scope of provisions as to refund. While
processing a refund application, reassessment is not permitted nor conditions of exemption
can be adjudicated.

v It will virtually amount to an order of assessment or re-assessment in case the Assistant
Commissioner or Deputy Commissioner of Customs while dealing with refund application
is permitted to adjudicate upon the entire issue which cannot be done in the ken of the
refund provisions under Section 27.

v Thus, a claim for refu,n.d, cannot be entertained unless the order of assessment or self—
assessment is modified in accordance with law by taking recourse to the appropriate
proceedings.

3. Write a note on refund of export duty. (4 Marks, Nov. 2003)

Ans: Refund of Export Duty [Section 26]: Any export duty paid on goods exported will be

refunded if the following conditions are satisfied: -

(1) goods are re—imported, within one year.

(it) The goods are returned otherwise than by way of resale, and

(iil) Refu.n.d claim is made within 6 months from the date when the proper off'Lcer made an
order for clearance of the goods for re-importation.

4. Section 26A of Customs Act 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.
(Nov. 2010-NS, 6 Marks) OR

Expla.i.n the relevant dates as provi.d.ed in section 26A(2) of the Customs Act, 1962 for purpose

of refund of duty under specified circumstances, namely:

(4 Marks, Nov. 2016)
(i) goods exported. out of India
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(ii) relinquishment of title to goods

(iit) goods d.estroged. or rendered valueless.

Ans: Refund of import duty in certain cases [Section 26A of the Customs Act, 1962]:

(1) Appl'Lcab'Ll'Ltg: This section appli.es in respect of the importation of any goods ca.pa.ble of
being easily identified as such imported goods, if -
(a) any d.u,tg has been pa.'Ld. on clearance of such good.s for home consumption;
(b) the goods are fou.nd to be d.efect'we or otherwise not in conformity with the specifications

agreed. upon between the importer and the su.ppl.i.er of good.s;

(c) the goods have not been worked, repa.'Lred, or used a.fter importation except where such use
was 'Lnd.ispensa.ble to discover the defects or non-conformitg with the spec'Lfi.cat'Lons;

(d) the good.s are 'Ld.entified. to the sat'Lsfa.ct'Lon of the Assistant Commissioner or Deputy
Commuissioner as the goods which were 'Lm.ported.;

(e) the importer does not claim drawback under any other provision of this Act; and

(f) either of the following -
(i) the goods are exported; or
(it) the importer rel.i.nquishes his title to the good.s and abandons them to customs; or
(iil) such good.s are d.estroged or rendered commerciallg valueless in the presence of the

proper officer.

(2) Manner & Time-limit of export/ reli.nqu.i.shmen.t/ destruction & extension of time-limit :
The export/ reL'Lquu.'Lshment/ destruction, etc. [referred. to in poi.n.t (1)(f)] should be done in the
prescribed manner and within a period of upto 30 days from the date on which the proper
officer makes an order for the clearance of imported goods for home consumption under
section 47.

Extension of upto 3 Months : However, the peri.od of 30 d.a.gs may, on su.ff'Lci.erLt cause be'mg
shown, be extended bg the Pri.n.ci.pal Commuissioner or Commissioner of Customs for a peri.od.
not exceeding 3 months.

(3) Refund of import d,utg i,f a.foresaid conditions fu.lfi,lled, : If the a.foresa'Ld conditions are
sa.t'tsfi.ed, then, such dutg pai.d. at the time of clearance of such goods shall be refund,ed to
the person by whom or on whose behalf it was paid.

(4) Manner and time-limit of claiming refu.nd. : An a.pplica.tion for refund of duty shall be
made before the expiry of 6 months from the relevant date in prescribed form and manner.
"Relevant date" means—

(a) in cases where the goods are exported out of India, the date on which the proper officer
makes an order permitting clearance and loading of goods for exportation under section
5%;

(b) in cases where the title to the goods is relinqu.i.shed, the date of such relinquishment;

() in cases where the good.s are d.estroged. or rendered commerciall.g valueless, the date of
such destruction or rendering of goods commercially valueless.

(5) Exceptions to this Section :
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(a) Offen.d'tn.g goods : This section shall not a.pplg to the goods regarding which an offence
appears to have been committed under this Act or any other law for the time being in
force.

(b) Perishable good.s or Exp'Lred. goods : No refund. shall be allowed in under this section in
respect of perishable goods and goods which have exceeded their shelf life or their
recommended. storage-before-use period.

(6) Power of Board to impose Additional Condition : The Board may, bg rLot'Lf'Lca.t'LorL in Off'Lc'Lal

Gazette, specify any other condition subject to which the refund under this section may be

allowed.

5. State whether the principle of 'unjust enrichment shall be applicable in the following cases

(1) Refund of duty paid on provisional basis under section 18 of the Customs Act.

(2) Refund of an advance payment made in anticipation of importation of goods.

(3) Refund of duty paid under protest.

(4) Refund of wrongly encashed bank guarantee. (May 2008, 3 Marks)

(5) Refund of excess interest paid by the assessee. (May 2008, 3 Marks)

(6) Refund of duty on car imported for personal use. (May 2008, 3 Marks)

(7) Refund of export duty. (Nov. 2004, 2 Marks)

Ans: The aforesaid points have been discussed below -

(1)L_Jes. The doctrine of 'unjust enrichment' is a.ppli.cable in case of refund, of d_utg pai.d on raw
materials which have been capti.velg consumed, as has been judici.allg decided bg the
Supreme Court in UOI v. Solar Pesticides (P) Ltd. [2000] 116 ELT 401 (SC). The Apex court
held that the duty burden can be passed on directly or indirectly. In case of raw materials
which is ca.pti.vel.l_.j consumed and f'LrL'Lsh.ed. good.s ma.nu.fac— tured th.erefrom are sold, it can
be said that incidence of d,utg has been passed, on, since the same is included in value of
finished goods and therefore the doctrine of unjust enrichment is applicable in such case.

(2) Ues. Section 18 of the Customs Act, 1962 sta.tutorilg provi.des that refund. of import dutg of
customs paid. on pI’O\)i.Si.OI"La.I. basis can be made onlg i,f the 'meorter proves that he has not

passed on the incidence of duty to any other person. Hence, doctrine of 'unjust enrichment
is applicable in such case.

(3) No. The doctrine of "unjust enrichment" will not be a.pplica.ble in case d.utg is pai.d in
advance in anticipation of importation of goods. The Delhi High Court in United News of
India v. UOI [2004] 168 ELT 442 (Del) has held that till the advance payment is
appropriated against the duty on actual importation of goods, such amount cannot be
regarded as duty to be hit by doctrine of unjust enrichment. Thus, the time limit under
section. 27 and bar of unjust enrichment is not applicable in such cases.

(4) Yes. The Supreme Court in Allied Photographics India Ltd. [2004] 166 ELT 3 (SC) has
held that every claim of refund., even. if dutg is pai.d. under protest, shall be dealt in
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accordance with provisions of Section 27. Thus, refund of duty paid under protest is also
governed by doctrine of unjust enrichment.

(5) No. The provisions of section 27(2) a.pplg when an assessee claims refund of dutg, hence, bar
of unjust enrichment will not apply to refund of wrongly encashed bank guarantee. An

amount secured by bank guarantee cannot be held to be paid to the Revenue as duty.
Hence, the Revenue will have to pay back the amount of bank guarantee (encashed
wronglg), 'Lf the case is f'Lnal.lg decided in fa.vour of assessee. Oswal Agro Mills Ltd. v. ACCE
(1994) 70 ELT 48 (SC)

(6) Yes. The bar of unjust enrichment will applg in case of excess interest pa.i.d bg the assessee
as the words used under section 27(1) and 27(2) are "dutg and interest, if any, pa.'Ld on such
d.u.tl_.j". The payment of interest is i.nextri.ca.bl.l_.j linked with payment of dutlj. Thus, the excess
amount of interest paid by the assessee will be refunded to him only if he does not pass on
the incidence of such interest to any other person.

(7) No. The pr'an'Lple of unjust enrichment will not a.pplg to refund of dutg on car 'Lrnported
for personal use, Section 27(2) st'Lpula.tes that in case of imports made bg an individual for
his persona.l. use, the refund should not be credited to consumer welfa.re fund, but shall be
paid to the applicant.

(8) No. The Tribunal in the case of CC v. Ken Agritech Pvt. Ltd. [2004] 166 ELT 339 (Tri-
Bang.) has held that the provisions rela.ti.ng to unjust enrichment introduced in section 27
by way of amendment in the Customs Act could only apply to refund of import duty
under the said section. Since refund of export duty is dealt with under section 26 of the Act
and the same has not been amended bl_.j the Parliament, the prov'Ls'Lons rela.t'Lng to unjust
enrichment introduced under section 27 could not be made applicable to refund of export
duty under the said section 26.

Does the bar of unjust enrichment apply to all types of refunds? Does the refund of penalty

attract such bar? (Nov. 2005, 2 Marks)

Ans: No, the bar of unjust enrichment does not a.ppll_.j to all types of refunds. Onlg when the
burden of the dutg has been sh'Lfted bg the rnanufa.cturer to the buger, the refund gets hit blj
such bar.

No, refund of penaltg does not attract bar of unjust enrichment. - CCEx. v. Shivalik Agro Polg
Products Ltd. [2004] 173 ELT 64 (Tri)

7. Write a note on Interest on late disbursement of refund. (2 Marks, Nov. 2003)

Ans: Interest on delayed refunds [Section 27A]: The provisions relating to interest on delayed

refunds are as under:

(1) Circumstances in which refund can be granted: If any dutg, ordered to be refunded, is not
refunded within 3 months from the date of receipt of a.ppli.ca.t'ton, interest shall be pai.d to
that applicant.
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(2) Period for which interest will be pa'ui: Interest will be pa.i.d on such d.utg from the date
immediately after the expiry of three months from the date of receipt of such application
till the date of refund of such duty.

(3) Rate of interest: 6% p.a.

(4) Refund in consequence of Appell.a.te Au,thori.tg’s order : Where any order of refund. is made
bg the Commissioner (Appea.ls), Appell.ate Tribunal or any court against an order of the
Assistant Commuissioner of Customs or Deputy Commuissioner of Customsthe order passed
bg the Commissioner (Appea.ls), Appellate Tribunal or, as the case may be, bg the court,
shall be deemed to be an order passed for the purposes of this section.

Note
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mmmm) TOPIC REFERENCER

Basic Concepts of Foreign Trade Policy

FTP-Objectives, Administration and Legal Framework
Trade Facilitation and Ease of Doing Business
General Provisions Regarding Imports and Exports
Developing Districts as Export Hubs

0O 0 0000

Export Promotion Schemes

Status holders

Duty Exemption/Remission Schemes

Remission af Duties & Taxes on Export Product Scheme (RoDTEP)
Advance Authorization Scheme

Duty Free Import Authorization (DFIA) Scheme

Export Promotion Cap[tal Goods Scheme (EPCC)

EOU, EHTP, STP & BTP Schemes

Deemed Exports

N N N N Y

=) Promot[n_q Cross Border Trade in D[_q[z‘al Economy
2 Penalties

BASIC CONCEPTS OF FOREIGN TRADE POLICY

? Explain the need of foreign trade.

Ans: Foreign Trade Policy (FTP) is a set of gu.i.d.eli.n.es or instructions issued by the Central
Government in matters related to import and export of goods in India ie. foreign trade.

Need of foreign trade : In the era of globalization, foreign trade has become the lifeline of any
economy. Its primary purpose is not merely to earn foreign exchange but also to stimulate
greater economic activity. International trade not only enables a nation to specialize in the
goods which it can produce most cheaply and efficiently, but also to consume more than it
would be able to produce with its own resources. International trade enlarges the potential
markets for the goods of a particular economy,

ief the Legislation governing
Ans: The relevant provisions are as under

(1) Legi.sl.ati.on. governing forei.gn. trade : The main leg'LsLa.t'Lon concerning foreign trade is the
Foreign Trade (DeveLopment and Regulation) Act, 1992 [FT (D&R) Act], which replaced the
earlier Import and Export (Control) Act, 1947.

FT (D&R) Act, confers powers on the Union Ministry of Comm.erce and Indu.strg,
Government of India to -
(a) make provisions for facilitat'mg and controll'mg foreign trade;
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(b) proh.'Lb'Lt, restrict and regulate exports and imports, in all or spec'Lfi.ed. cases as well as

subject them to exemptions;

(c) form.ul.ate and announce an export and import pol.icg and also amend the same from
time to time, bg notification in the Off'Lci.aL Gazette;

(d) appoint a 'Director general of Foreign Trade' for the purpose of the Act, 'anlud,i.ng
formulation and implementation of the export-import policy.

(2) New Foreign Trade Poli.cg 2023 : The Foreign Trade Poli.cy 2023 is bei.ng announced to
provide the policy continuity and a responsive framework. The same is effective from Of* April
2023. Subsequent reviston(s) in the FTP shall be done as and when requi.red and shall not
linked to any date. Continuous feedback from Trade and Industry to streamline processes
and update Policy & procedures.

(3) Duration of FTP : The Foreign Trade Pottcg (FTP) 2023 Lncorporating provisions relat'Lng to
export and import of goods and services, shall come into force with effect from 1 April 2023
and shall continue to be in operation unless otherwise specified or amended. All exports and
imports made up to 31-03-2023 shall, accordinglg, be governed. bg the relevant FTP, unless
otherwise specified.

(4) Amendment to FTP : Central Government, in exercise of powers conferred. bg Section 3 and
Section 5 of FT (D&R) Act, 1992, as amended from time to time, reserves the rtght to make
any amendment to the FTP, by means of notification, in public interest.

(5) 4 Pillars of FTP 2023 :

(a) From Incentives to Tax Remission.

(b) greater Trade fac'Ll'Ltat'Lon through technologg, automation, and continuous process
reengineering

(c) Export promotion through collaboration: Exporters, States, Districts

(d) Focus on Emerging Areas — E-commerce Exports, Develop'tng Districts as Export Hubs,
Streamlining SCOMET policy.

ighlights of new foreign trade

Ans: The key highlights of new foreign trade policy are —
() Ease of Doing Business, Reduction in Transaction Cost and e-Initiatives :
(a) Online approvals without Phgsical Interface :
(i) Automatic approval of various permissions under Foreign Trade Pottcg based on
process simplification and technology implementation.
(it) Reduction in processing time and immediate approvat of appltcations under
automatic route for exporters.
(b) Reduction in user charges for MSMEs under Advance Authorization (AA) and Export
promotion cap'Ltal good.s (EPCC_.',) scheme :
(v Appltcation fee betng reduced for Advance Authorization and EPCC_.] Schemes
(i) Will benef'Lt 55-60% of exporters who are MSMEs.
(c) E-Certificate of Origin.
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(v Revamp of the e-Cert'Lf'Lca.te of Origin pla.tform proposed.— to provide for seLfcert'Lf'Lca.t'LorL
of CoOs as well as automatic a.pproval. of CoOs, where feas'Lble.

() Initiatives for electronic exch.a.nge of CoO data with partner countries erwi.saged.

(d) Pa.perless f'Ll.'Ln.g of Export Obl.iga.tion D'Lscha.rge Appli.cat'tons : All authorisation
redemption applications to be paperless — This is in addition to application process for
issuance being already paperless. With this, the entire lifecycle of the authorization shall
become paperless

(2) Export Promotion Initiatives :

(a) Status Holder Export Thresholds Rationalised : Export performance threshold for
Recognition of Exporters as Status Holders rationalized. Enabling more exporters to
achieve higher status and reduced transaction cost for exports.

(b) Merchant'mg Trade Reforrn. : To boost merchant'mg activities from India - N\ercha.nti.n.g
trade involving shipment of goods from one foreign country to another foreign country
without tou.ch.'LrLg Indian ports, i.n.vol.v'Ln.g an Indian 'Ln.termediarg is allowed subject to
compl.Lance with RBI gui.del.i.n.es, except for good.s/items in the SCOMET List.

(c) Rupee Payment to be a.ccepted under FTP Schemes :

(L) Effecti.ve step towards internationalisation of Rupee
(it) FTP benef'Lts extended for rupee realisations through special Vostro accounts setup as
per RBI circular issued on 1 Jul.g 2022

(d) Towns of Export Excellence (TEE) : Four new towns, namely Faridabad, Mirzapur,
Moradabad, and Varanasi, have been d.es'Lgn.ated as Towns of Export Excellence (TEE)
in addition to the existing 39 towns. The TEEs will have priority access to export
promotion funds under the MAI scheme and will be able to avail Common Service
Provider (CSP) benef'Lts for export fu,Lf'Ll.LmerLt under the EPCG Scheme. This addition is
expected to boost the exports of handlooms, handicrafts and carpets.

(3) Promoting export from. the districts :

(@) The FTP aims at building partnerships with State governments and taking forward the
Districts as Export Hubs (DEH) initiative to promote exports at the district level and
accelerate the development of grassroots trade ecosystem.

(b) Efforts to 'Ld,en.ti.fg export worthg products & services and resolve concerns at the district
level will be made through an institutional mechanism - State Export Promotion
Committee and District Export Promotion Committee at the State and District level,
respectively.

(c) District spec'Lf'Lc export action plans to be prepa.red for each district outLLning the district
specific strategy to promote export of identified products and services.

(4) E-Commerce Exports :

(a) Facili.ta.ting E-Commerce Exports :

i) ALLFTP benef'Lts to be extended to e-Commerce exports.

(iv) Necessary enablement of IT systems in Depa.rtment of Commerce, Post, CBIC to be
undertaken in the six months.
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(iil) To streamline e-Commerce export fa.ci.['LtatLon - C_.]u'Ld.el.'LrLes be'mg formu.la.ted. in
consultation with other ministries to faci.L'Lta.te furth.er exports under e-Commerce.

(iv) Speci.a[ outreach and training activities for small e-commerce exporters

(v) Handho[ding throu.gh i.nd.ustrg and know[edge partners

(vi) Value limit for exports through courter is increased to 2 10,00,000 per consignm.ent.

(b) Dak ghar Niryat Kendras : Dak gh.a.r Niryat Kendras shall be operationalised,
throughout the country to work in a hub-and-spoke model with Foreign Post Offices
(FPOs) to fa.c'tl.i.tate cross-border e-Commerce and to enable artisans, weavers, craftsmen,
MSMEs in the hinterland and land-locked regions to reach international markets.

() E-Commerce Export Hubs : Desi.gn.ated hubs with wareh.ousi.ng fac'Ll.'Ltg to be noti.fied,
to help e-commerce aggregators for easy stocking customs clearance and returns
processing. Processing facility to be allowed for last mile activities such as labelling,
testing, repackaging etc.

(5) Steps to Boost Manufacturing :

(a) Prime Mindister Mega In.tegrated Textile Region and Apparel. Parks (PM MITRA) scheme
has been added as an additional scheme el.'Lg'Lble to claim benef'Lts under CSP(Common
Service Provider) Scheme of Export Promotion ca.pi.ta.[ good.s Scheme(EPCQ).

(b) Dairy sector to be exempted. from maintaining Average Export Obllgation. - to support
dairy sector to upgrade the technology.

(c) Battery Electric Vehicles (BEV) of all types, Vertical Farming equipment, Wastewater
Treatment and Recgcl’mg, Rainwater h.a.rvest'tn.g system and Rainwater Filters, and
Green Hydrogen are added to Green Technology products — will now be eligible for
reduced Export Obligation requirement under EPCG Scheme.

(d) Spec'La.L Advance Authorisation Scheme extended to export of Apparel and Cloth'mg
sector on self-declaration basis to facilitate prompt execution of export orders — Norms
would be fixed within fixed timeframe.

(e) Benefits of Self-Ratification Scheme for fixation of Input-Output Norms extended to 2
star and above status holders in addition to Authorised Economic Operators at present.

(f) Fruits and Vegeta.bles exporters are be'LrLg included for double wei.ghtage for counting
export performance under eligibility criteria for Status House certification. This is in
addition to existing MSME sector who also get double weightage

(6) Amnesty Scheme :

(a) government is strongly committed to reducing litigation and fostering trust based
relationships to help alleviate issues faced by exporters.

(b) In line with the "Vivaad se Vishwaas" initiative, which sought to settle tax d,'Lspu.tes
a.m'Lcabl.g, Governmeent is 'Lntroducing a speci.al. one-time Amnesty Scheme to address
noncompliance in Export Obligations by Advance Authorization and EPCQ
authorization holders.

() Al pend.'mg cases of defa.u.lt in Export Ob[igati.on (EO) of authorizations mentioned
can be reqularized by the authorization holder on payment of all customs duties
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exempted in proportion to unfulfilled Export Obligation and maximum interest is
capped at 100% of such duties exempted. No interest is payable on the portion of
Additional Customs Duty and Special Additional Customs Duty. Amnesty scheme
shall be available fora limited period., up to 30-09-2023.

(d) Cases under Lnvestigation for fraud. and diversion are not eli.gible for this scheme.

(7) Empha.s'ts on Streamlini.n.g SCOMET Licensing Procedure :

(a) Focus of FTP 2023 on Spec'Lal. Chemicals, Organisms, Materials, Equipment and
Technol.og'tes (SCOMET)

(b) Pol.i.cg for export of dual use items under SCOMET consolidated at one pl.a.ce for ease

of understanding and compliance by industry.

() SCOMET poL'ch emphas'Lzes India's export control in line with its International
commitments under various export control regimes (Wassenaar a.rra.n.gemen.t, Australia
group and Missile Technologg Control Regim.e) to control trade in sensitive and dual
use items including software and technology

(d) Recent policy changes introduced such as general authorizations for export of certain
SCOMET items to streamline licensing of these items to make export of SCOMET items
globally competitive.

(e) Focus on si.mplifg'mg pol'Lc'Les to fac'Ll'Lta.te export of dual-use high-end. good.s/ technologg
such as UAV/ Drones, Cryogenic Tanks, Certain chemicals etc.

4. Write a note on contents of foreign trade

Ans: Contents of Foreign Trade Policy: The contents of the FTP 2023 are as follows-

() FTP 2023 : FTP 2023 ha.vm.g 1" Ch.a.pters giving basic poltcg This has been n.othLed bg the
Central Government on 01-04-2023. Su,bsequent revision(s) in the FTP shall be done as
and when required and shall not linked to any date.

(2) Handbook of Procedures 2023 : (HBP 2023) containing 9 chapters, covering procedu.ral.
aspects of policy. This has been notified by Director General of Foreign Trade on O1-04-
2023. 1t is amended from time to time as per requirements.

3) Appen.d.i.ces and Aayat Niryat Forms (AANF) Containing various appendices and forms
relating to import and export.

(4) Standard Input-Output Norms : Standard Input-Output Norms (SION) of various
prod_ucts are notifi.ed from time to time. Based on SION, exporters are prov'Ld.ed_ the a
permission in terms of the FT(DGR) Act to import or export. It also grants Importer facility
to make duty-free import of inputs required for manufacture of export products under the
Duty Exemption Schemes like Advance Authorisation and DFIA

(5) ITC(HS) Cla.ssi,f'Lca.t'Lon of Exports and Import Items : The Export Import Policg regardi.ng
import or export of a specific item is given in the Indian Trade Classification Code based
on Harmonized System of Coding [ITC(HS)]. ITC-HS Coding was adopted in India for
import-export operations. Indian custom uses eight digit ITC-HS Codes to suit the national
trade requirements.
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ITC-HS codes are divided into two schedules. ITC(HS) Import Schedule I describe the rules
and qguidelines related to import policies where as Schedule II describe the rules and
regu.l.at'ton related to export pol.i.c'Les. Presentl.g, most of the goods can be i.mported. without
any authorization. Schedule II contains very few prod.u.cts, where export is proh'Lb'Lted or
restricted. Excluding those items, export of all other goods is free. Any changes or formulation
or addition of new codes in ITC-HS Codes are carried out bg DgFT (Directorate general of
Foreign Trade).

(6) Foreign Trade Pol.'ch vis a vis tax laws : The FTP is closelg knit with the Customs, GsT
Laws and Excise laws of India. However, the pol.i.cg 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., Customs Tar'Lff Act). Thus, actual ben.ef'Lt of the exemption depen.d.s on the
language of exemption notifications issued by the CBIC. In most of the cases the exemption
notifications refer to policy provisions for detailed conditions. Ministry of Finance/Tax
Authorities cannot question the decision of authorities under the M'Lnistrg of Commerce (so
fa.r as the issue of authorization etc. is concerned).

FTP, Handbook. of procedures under FTP, CGST Act, SGST Act, IGST Act, Central Excise Act
(for petroleu.m. prod.ucts and tobacco prod.ucts), Customs Act and not'Lf'Lca.t'LorLs issued
hereunder form an integrated scheme of indirect taxation. All these statues have to be read
as a whole and not in isolation, since th.el_.j are series of statues relati.n.g to related subject

matter.

FTP - OBJECTIVES, ADMINISTRATION AND LEGAL FRAMEWORK

5. What are the objectives of new foreign trade

Ans: The objectives of new foreign trade policy is -

(1) Foreign Trade Pol'ch to be d.gnamic and responsive to the emerging trade scenario.

(2) Wider engagement with States and Districts to prom.ote exports from the grassroots.

(3) Focus on e-Commerce exports to streamline processes and make it easier for exports to grow

Ln ecommerce space.

(4) Sector spec'Lf'Lc targets to achieve the goa.l of one trillion-dollar merchandise exports and one
trillion-dollar services exports by 2030.

(5) Consultative mechanism to resolve issues of trade and Indu.strg.

(6) Work towards mak'mg Indian Rupees a global currency and fa.ci.l.i,tat'mg

(7) International Trade settlement in INR.

(8) Restructuring of Department of Commerce to make it future ready,

6. Explain the administrative machiner

Ans: The administrative machinery of the foreign trade policy is as under -

(1) Director general of Foreign Trade : Director general of Foreign Trade (D(_:,FT), an attached
office of the Ministry of Commerce & In.d.ustrg, Government of India formulates, controls
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and supervises the Foreign Trade PoL'ch. DgFT has several off'tces in various parts of the
country for execution of the pol.i.cg formed bg the head.qu.arters at Delhi.

DGFT may, specify Procedures to be foll.owed. bg an exporter or importer or le any
I.'Lcens'mg/ Regional. Authoritg (RA) or bg any other authoritg for purposes of 'mel.ementat'ton
of the provisions of FT (D&R) Act, the Rules and the Orders made there under and the FTP.
Such procedures, or amendments if any, shall be published by means of a Public Notice.
(2) Other Authorities involved in administration of FTP . Though the FTP is formu.tated. bg

DGFT, it is administered in close coordination with other agencies, like -

(a) Central Board of Indirect Taxes (CBIC) : CBIC, aLong with its d.epartments, under the
Ministry of Finance, faci.l'Ltate the 'Lm.plemen.tat'Lon. of FTP.

(b) Responsibil.i,t'tes of the departments : Customs Department which s respon.s'Lble for
clearance of export and import goods, follow the policy framed by FTP. On the other
hand the GST Authorities are required to be involved for all matters of exports, where
goods have to be cleared without payment of Integrated tax.

(c) Reserve Bank of India (RBI) : RBI which is the nodal bank in the country, working
under the Ministry of Finance, is entrusted with poI.'ch formu.lat'LorL for foreign exchange
management including the payments and receipts of foreign exchange and promotion
and orderly development and maintenance of foreign exchange market in India.

(d) State gST Departments : To avold duel control, some taxable persons are under
jurisdiction of State gST authorities. In their case, State gST Authorities are con.trolli.n.g
authorities.

7. Explain the scope of FTP. OR Enumerate the various matters in respect of which

policies and requlations are framed under FTP.
Ans: The relevant provisions are discussed as under-
(1) Scope of foretgn trade poli.cg : The FTP covers the pol'Lc'Les and regulat'ton.s with respect to the
following matters:
(a) Legal Framework and Trade Facilitation - Chapter 1
(b) general Provisions Regardi.ng Imports and Exports - Chapter 2
(c) Develop'mg Districts as Export Hubs —Chapter 3
(d) Duty Exemption / Remission Schemes - Chapter 4
(e) Export Promotion Cap'Ltal goods (EPCC,) Scheme - Chapter 5
(f) Export Oriented Units (EOUs), Electronics Hardware Technologg Parks (EHTPs), Software
Technotogg Parks (STPs) and BLo-Technologg Parks (BTPs) - Chapter 6
() Deemed Exports -Chapter 7
(g) Quali.tg Compla'mts and Trade Disputes —Chapter 8
(h) Promoting Cross Border Trade in Di.g'Ltal Economy -Chapter 9
(i) SCOMET: Spec'Lal Chemuicals, Organisms, Materials, Equipment and Technologies -
Chapter 10
() Definition -Chapter 1
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(2) Hand Book of Procedures (HBP) and Appendices & Aayat Niryat Forms (ANF) : Dtrector
general of Foreign Trade (D(_;FT) may, bg means of a Public Notice, notify Hand Book of
Procedures, i.nclu.dlng Appendices and Aayat Niryat Forms or amendment thereto, if any,

laying down the procedure to be followed by an exporter or importer or by any
Licensing/Regional Authority or by any other authority for purposes of implementing
provisions of FT (D&R) Act, the Rules and the Orders made there under and provisions of
FTP

3) Spec'tfi.c provision to preva'Ll over the general. : Where a specific provision is spelt out in the
FTP/Hand Book of Procedures (HBP), the same shall prevall over the general. provision

TRADE FACILITATION AND EASE OF DOING BUSINESS

8. Write a note on National Committee on Trade Facilitation (NCTF).
Ans: The relevant provisions are discussed as under -

() National Committee on Trade Facilitation (NCTF) : India has ratified the World Trade
Organization's Trade Facilitation Agreement (TFA) in Aprll 2016.To facili.tate coordination
and melementati.on of the TFA provisions, an inter-ministerial bod.t_,j te. National
Committee on Trade Facilitation (NCTF) has been constituted. TFA emanates from the
following four pillars :

(1) Transparency - focus on 'meroved_ access to accurate and complete information.

(it) Technologg - development and use of digital and detection technologies to ease out
trade bottlenecks and improve efficiency.

(iiL) Si.mpli.flcati.on. of Procedures and Risk based Assessments - simplified, uniform and
harmonised procedures with increased adoption of a risk based management
approach.

(iv) In.frastructure Augmentation - enhancement of infrastructure, part'Lcu,larlg the road
and rail lnfrastructu.re lead.i.n.g to ports and the Lnfrastructure within ports, airports,
ICDs, Land Customs Stations is a major enabler for growth. in trade that cuts across
all stakeholders.

(2) National Trade Facilitation Action Plan aims to achieve :

(1) Improvement in Ease of Doing Business through reduction in transaction cost and
time;

(it) Reduction in cargo release time;

(i) A paperless requlatory environment;

(v) A transparent and predictable legal regime;

(v) Improved investment climate through better infrastructure.

9. What steps have been taken for ease of doing business.
Ans: The followlng steps have been taken for ease of doln.g business
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(1) DgFT as a faci.l'Ltator of exports/ imports : DGFT has a commitment to fun.ct'LorL as a
fa.c'Ll.i.tator of exports and imports. Focus is on good. governance, which d.epen.d.s on efficient,

transparent and accountable del.i.verg systems. In order to fa.c'Ll.i.tate international trade,
DGFT consults various Export Promotion Councils as well as Trade and Industry bodies
from time to time.

(2) Free passage of Export Consignment : Consignments of items meant for exports shall not be
withheld/ delayed for any reason by any agency of Central/ State Government. In case of
any doubt, authorities concerned may ask for an u.nd.ertak'mg from. exporter and release
such consignment.

(3) No seizure of export related stock : No seizure of stock shall be made by any agency so as
to disrupt manufacturing activity and delivery schedule of exports. In exceptional cases,
concerned agency may seize the stock on basis of prima. facie evidence of serious irregularity.
However, such seizure should be lifted within 7 days unless the irreqularities are
substantiated.

(4) Export of per'Lsh.a.ble agricultural products : To reduce transaction and handling costs, a
single window system to facilitate export of perishable agricultural produce is being
facilitated through Agricultural and Processed Food Products Export Development Authority
(APEDA).

(5) Niryat Bandhu - Hand Hold,in.g Scheme for new export/ import entrepreneurs : DGFT is
implementing the Niryat Bandhu Scheme for mentoring new and potential exporter on the
intricacies of foreign trade th.rough. coun.sel'LrLg, training and outreach program.m.es
i.I’LCl.ud.i.l"l.g the 'Districts as Export Hubs' initiative with "Ln.dustrg partners, ‘knowledge
partners'’ and other stakeholders to create vibrant District-Product-Market relevant
knowledge ecosystem.

(6) DGFT Online Customer Portal : Export Import related information 'anluding Acts, Rules,
Policy and Procedures etc. are available online at DGFT portal https://dgftgovin/.

(7) Issue of e-IEC (Electron.i.c—Importer Exporter Code) : Importer Exporter Code (IEC) is
mandatory for export/ import from/to India. DGFT issues Importer Exporter Code in
electronic form (e-IEC). For issuance of e-IEC, appl'Lcati.orL can be made on DGFT website
(https://dgftgovin).

(8) Online facilitg for e-RCMC/RC Related Processes : DGFT has created a common digital
platform for application of issuance, renewal, amendment and related processes pertaining
to Registration Cum Membership Certificate (RCMC)/ Registration Certificate (RC) issued
by Registering Authorities in electronic form.

(9) Online fac'Ll'Ltg for e—Cert'Lf'Lcate of Origin (e-CoO) : DGFT has created a common d,i.gital
platform. for issue of Preferent'tal and NorL—Preferent'Lal Certificate of Origin (e-CoQ) bg
designated agencies. The CoO Certificates are issued in an online environment without
any phgsical 'Lnterface (https://coo.dgft.gov.'Ln.).

A unique number i.e. UDIN (U.nique Document Id.ent'Lf'Lcat'LorL Number) and a QR code is

endorsed on every e-CoO for validation and authentication bg user agencies.
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(10) Online facllltg to flle Qu.a.li.tg Control and Trade Disputes (QCTD) : DGFT has created a
common digital platform for handling Quality Control and Trade Disputes cases where
all jurisdictional Indian Mission abroad and Regional Authorities of DGFT have been on

boarded to work towards amicable resolution of disputes raised by Indian/ Foreigner

Importer/ Exporter in online environment.

(1) Electronic record of export proceeds throu.gh eBRC & EDPMS .

(i) e-BRC (Electronic Bank Realisation Certlflca.te) has enabled DGFT to capture details of
realisation of export proceeds directly from the Banks through secured electronic mode.
This has facilitated the implementation of various export promotion schemes without
any physical interface with the stake holders.

(it) RBI has also developed a comprehenslve IT-based system called Export Data Processing
and Monltorlng System (EDPMYS) for monitoring of export of goods and softwa.re and
facilitating AD banks to report various returns through a single platform. RBI EDPMS
data available in DGFT IT System can also be used by exporters on DGFT portal.

(12) IT Initiatives in DgFT : DGFT has undertaken a number of IT Initiatives to enable a
paperless, contactless and transparent environment for avalli.ng beneflts under the export
promotion schemes with a view to improve the ease of doing business.

(13)24 X 7 Helpdesk Facllltg : A dedicated 24 X 7 Helpdesk fa.cllltg has been put in place to
assist the exporters in filing online applications on the DGFT portal and other matters
pertaining to Foreign Trade Policy.

(14) Trade Data and Statistics : Continuous efforts are being made for better collection,
compilation and wider dissemination of Trade Data and Statistics to help the policy
makers, researchers, exporters and importers to formulate their trade strategy.

(15) Duty Free Entitlements to Select Sectors : With a view to expa.nd emplogment opportunities,
certain special focus initiatives for Marine Products and Sports Goods & Toys sectors are
requ.'Lred. These sectors are beln.g provlded the followlng dutg free entitlements (onlg basic
customs d.u.tlj is exempted) as per the relevant Customs Notlflcatlon.s:

()  Marine Sector - Duty free import of specified specialized inputs/ chemicals and
flavoring oils not exceeding 1% of FOB value of seafood exports during the preceding
financial year.

(iv) Sports C_',oods and Toys - Duty free import of speclfi.ed inputs not exceedlng 3% of
FOB value of sports goods exports during the preceding financial year.

ENERAL PROVISIONS REGARDING IMPORTS AND EXPORTS

explain the provisions with respect to import/ex
Ans: The general provisions with respect to import/export of goods are as under-
(1) Exports and Imports — 'Free! unless regulated : Exports and Imports shall be 'Free' except
when requlated by way of 'Prohibition 'Restriction’ or 'Exclusive trading through State
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Trading Enterprises (STEs) as laid down in Indian Trade Class'Lf'Lca.t'LorL (Harmonized
System) [ITC (H9)] of Exports and Imports.

Further, there are some items which are 'Free' for import/export, but subject to conditions

stipulated in other Acts or in law for the time being in force.

(2) Compllance of Imports with Domestic Laws : Domestic Laws/ Rules/ Orders/ Regul.a.t'tons/
technical specifications/ environmental/ safety and health norms applicable to
domestically produced goods shallapply, mutatis mutandis, to imports, unless specifically
exempted.

However, good.s to be utilized/ consumed in manufacture of export prod.u.cts may be exempted.
by DGFT from domestic standards/ quality specifications.

3) Interpretation of poli.cg : If any question or doubt arises in respect of interpretation of any
provision, said question or doubt shall be referred to DGFT whose decision thereon shall be
final and binding.

(4) Authority to specify proced.u.res : DGFT may specify procedure to be followed by an exporter
or importer or bg any li.censing/ Reg'LorLa.I. Authority (RA) or by any other au_thori.tg for
purposes of 'melementi.ng provisions of FT (D&R) Act, the Rules and the Orders made there
under and FTP. Such procedure, or amendments, if any, shall be published by means of a
Public Notice.

(5) Exemption from poli.cg/ procedu.re : DGFT may pass such orders or grant such relaxation or
relLef, as he may deem fi.t and proper, on grou.nds of genuine hard.ship and adverse impact
on trade. DgFT may, in pu.bl'Lc interest, exempt any person or class or category of persons
from any prov'Ls'Lon of FTP or any proced.u.re and may, while granting such exempti.on.,
impose such conditions as he may deem fit.

1. What is Importer Exporter Code Number (IEC)?

tate the manner in which IEC has to be applied for. In what export/import documents
should the same be stated?
Ans: IEC code : An IEC is a 10-character alpha-nu.meric number allotted to an

entitg(ﬁrm/compang/LLP etc) and is mandatory for undertaking any export/ import activities.

With a view to maintain the unique 'Ld,enti.tg of an entity, consequent upon introduction/

melementati.on of GST, IEC shall be same as Permanent Account Number (PAN) and shall

be separately issued by DGFT based on an online application.

(a) No export or import of goods shall be made bg any person without obta'm'mg an IEC unless
spec'Lf'Lcang exempted. For export of services or technologg, IEC shall be necessary on the date
of rendering services for availing benefits under the Foreign Trade Policy.

(b) Appli.ca.t'ton process for IEC and updat'ton in IEC is completell_.] online and IEC can be
generated by the applicant as per the procedure detailed in the Handbook of Procedures.

() An IEC holder has to ensure that details in its IEC is u.pd.ated. el.ectroni.ca.l.lg every year,
d.ur'mg the Apr'LL- June per'Lod.. In cases where there are no changes in IEC details same also
needs to be confirmed online.
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(d) An IEC shall be de-activated, 'Lf it is not updated within the prescribed per'Lod. An IEC so
deactivated may be activated, on its successful upda.ti.on. This would however be without

prejudice to any other action taken for violation of any other provisions of the FTP.
() An IEC may also be flagged for scrutiny. IEC holder(s) are required to ensure that any risks
flagged bg the system are t'Lmelg addressed; fa'Ll'LrLg which the IEC shall be de-activated.

12What are the mandatory documents required for export/import of goods from/into

India.
Ans: The mandatory documents for export/import of goods from/into India are as under-
() Mandatory documents required for export of goods from India :
(a) Bill of Lading/ Airway Bill/ Lorry Receipt/ Railway Receipt/ Postal Receipt.
(b) Commercial Invoice cum Pack'mg List [Separate Commercial Invoice and Pack'mg List
would also be accepted.]
(c) Shipping Bill/ Bill of Export.
(2) Mandatory documents required for import of goods into India :
(a) Bill of Lading/ Airway Bill/ Lorry Receipt/ Railway Receipt/ Postal Receipt.
(b) Commercial Invoice cum Packing List [Separate Commercial Invoice and Packing List
would also be accepted.]
(c) BLll of Entry
(3) Additional documents requi.red for restricted goods : For export or import of spec'Lf'Lc goods or
category of goods, which are subject to any restrictions/ pol.'ch conditions or require NOC or

product spec'Lfi.c compl.i.an.ces under any statute, the regulatorg auth.or'Ltg concerned may
notify additional documents for purposes of export or import.

(4) Additional documents to ensure l.egal. compl.i,a.rtce :In spec'Lf'Lc cases of export or import, the
requlatory authority concerned may electronically or in writing seek additional documents
or information, as deemed necessary to ensure legal compliance.

13.Explain the 'Principle of Restriction' under FTP.

Ans: The relevant provisions are as under -
(1) Reasons of restrictions : DGFT may, through a Notification, impose 'Prohibition’ or
'Restriction' :
(@) on export of foodstuffs or other essential products for preventing or ret'Levi,ng critical
shortages;
(b) on imports and exports necessary for the appl'Lcat'Lon of standards or regulations for the
classification, grad'mg or m.arket'Ln.g of commodities in international trade;
() on imports of f'Lsheri,es product, i.mported in any form, for enforcement of govemm.ental
measures to restrict product'Lon of the domestic product or for certain other purposes;
(d) on imports to safeguard country’s external f'Lrtan.ci.al position and to ensure a level of
reserves.
() on imports to promote establishment of a part'Lcular Lndustrg;
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(f) for preventing sudden increases in imports from causing serious injury to domestic

prod.ucers or to relieve prod.u.cers who have suffered. such injury;
(d) on imports to promote establishment of a parti.cu.la.r 'Lnd.u.strg;
(e) for preventing sudden increases in imports from causing serious injury to domestic
prod.ucers or to relieve prod.u.cers who have suffered such injury;
(f) for protection of pu.bL'Lc morals or to maintain publi.c order;
(g) for protection of human, animal or plant l'Lfe or health;
(h) relat'mg to the importations or exportation's of goLd. or silver;
(L) necessary to secure compllance with laws and regu.l.a.tion 'mcl.uding those rel.a.t'mg to the
protection of patents, trademarks and copgrlghts, and the prevention of deceptLve practices;
() rela.t'mg to the products of prison labour;
(k) for the protection of national treasures of artistic, historic or archa.eological value;
(L) for the conservation of exhaustible natural resources;
(m)for ensuring essential quantities for the dom.estic processing industry;
(n) essential to the acquisition or distribution of products in general or local short supply;
(o) for the protection of countrys essential security interests:
(1) rela.t'mg to fi.ss'Lon.a.lble materials or the materials from which theg are derived,;
(iv) rela.t'mg to the tra.ff'Lc in arms, ammunition and i.mplements of war;
(iil)taken in time of war or other emergency in international relations; or
(p) in pursuance of countrys obligations under the United Nations Charter for the
maintenance of international peace and security.

(2) Export/ Import of Restricted good.s/ Services : Any goods/service, the export or import of which
is 'Restricted’ may be exported or imported only in accordance with an Authorisation/
Permission or in accordance with the procedure prescribed in a Notification/ Public Notice
issued in this regard.

(3) Actual user condition : goods which are meortabl.e freely without any Restriction’ may be
meorted bg any person. However, i.f such i.mports require an Authorisation, actual user
alone may i.mport such good.(s) unless actual user condition is specifi.callg d.i.spensed. with

by DGFT.

14.What is meant by 'Authorization’ in terms of FT(D&R) Act? What are the terms

and conditions
An.s—DgFT issues authorization (earlier called as licence) for i.mport/export. '‘Authorization'
means a permission in terms of the FT (D&R) Act to import or export.

() Terms and Conditions of an Authorisation : Every Authorisation shall, inter alia, include
followi.ng terms and conditions (as appli.ca.ble), in addition to such other conditions as
may be specified :

(a) Description, quantity and value of good.s;
(b) Actual User condition;
(c) Export Obl.'Lga.t'Lon;

151

CA VARDHAMAN DAGA




. CHAPTER 8 - FOREIGN TRADE POLICY .J

(d) Minimum Value addition to be achieved;

(e) Minimum export/import price;
(f) Bank gu.arantee/Legal. u.nd.ertaking/Bond with Customs Authori.tg/RA.
(g) Val.i.d.i.tg per'Lod. of Lmport/export as speci.f'Led in Handbook of Procedures.

(2) Appl'Lcat'Lon. Fee : Appl.'Lcat'Lon for IEC/ Authorisation/ License/ Scrips must be accompanied
by application fees as indicated in the Appendix 2K of Appendices and Aayat Niryat Forms.

(3) Clearance of goods from Customs against Authorization : goods alreadg meorted./
sh'Lpped/ arrived, in advance, but not cleared from Customs may also be cleared against
an Authorisation issued su.bsequ.entlg. However, such goods al.read.l_.j 'meorted./ sh'Lpped/
arrived, in advance are fi.rst warehoused against Bill of Entry for Warehou.s'LrLg and then
cleared for home consumption against an Authorisation issued subsequently. This facility
will however be not available to “restricted” items or items traded through STEs.

(4) Authorisation - Not a R'Lght : No person can claim an Authorisation as a right and DGFT
or RA shall have power to refuse to grant or renew the same in accordance with provisions
of FT (D&R) Act, Rules made there under and FTP.

(5) Pen.al.tl_.j : If an authorization holder violates any condition of such authorization or fails
to fulfi.[[ export obl'Lgat'Lon, he shall be liable for action in accordance with FT (D&R) Act,
the Rules and Orders made there under, FTP and any other law for time being in force.

(6) Ou.tstan.din.g export obligat'tons/li.abilities to be i.nformed. to NCLT and RA Any
firm/company coming under the adjudication proceedings before the National Company
Law Tribunal (NCLT) shall inform the concerned Regional Authority (RA) and NCLT of
any outstanding export obligations/ liabilities under any of the schemes under FTP. The
total outstanding duty saved amount/ dues along with interest, and any penalty imposed
under FTD&ER Act, or any other dues, shall be counted as part of the dues to the government
against the said firm / company

provisions relating to Import/Export Through State Trading Enterprises.

Ans: Import/Export Through State Trading Enterprises: The relevant provisions are as under-

(1) State Tradi.ng Enterprises (STEs) : State Trad.i.n.g Enterprises (STEs) are governmental. and
n.ongovemmental enterprises, 'anl.u.din.g market'mg boards, which deal with goods for export
and/or import. Any good, import or export of which is govern.ed through exclusive or special
pr'Lv'LLege granted to State Trading Enterprises (STE), may be 'meorted. or exported by the
concerned STE as per conditions specified in ITC (HS).

(2) Imports or exports bl_.j STE in accordance with commercial considerations : Such STE (s) shall
make any such purchases or sales involving imports or exports solely in accordance with
commercial considerations, anluding price, quali.tg, avai.labi,li.tg, marketabili.tg,
transportation and other conditions of purchase or sale in a non discriminatory manner
and shall afford. enterprises of other countries adequate opportunity, in accordance with
customary business practices, to compete for participation in such pu.rchases or sales.
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(3) Other person can be granted authorization : DgFT may, however, grant an authorization
to any other person. to import or export any of the goods notified for exclusive trad.ing

through STEs.

provisions relating to i goods under FTP 2023.

Ans: The relevant provisions are discussed as under-

(1) Trade with neighbouring Countries : DGFT may issue instructions or fra.rne schemes as
may be required to promote trade and strengthen economic ties with neighbouring countries.

(2) Transit fa.cil.itg : Transit of goods through India from/ or to countries adjacent to India
shall be enabled and requlated in accordance with strategic and economic interests of
India as well as the bilateral treaties between India and those countries. Such
arrangements will be subject to conditions and restrictions as may be specified by DGFT in

accordance with International Conventions/T reaties/Agreements.
(3) Import Policy for Second Hand Goods :

SL. Categories of Second Hand goods Import Conditions, if any
No. Policy
1)) Second Hand Capita.i goods
(@) 1l (@) Desktop computers Restricted Importa.bie against
(iv) Refurbished/recond_itioned. spares of authorization

refurbished  parts  of  Personal
Computers/ Laptops;

(iit) Alr conditioners

(iv) Diesel generating sets.

(b) |{ AL electronics and IT Goods notified Restricted () Importable against

under the Electronics and IT Goods an authorization

(Requirements of Compulsorg subject to

Registration) Order, 2012 as amended conditions laid

from time to time down under
Electronics and IT
Goods

(Requirements  of
Compulsory
Registration) Order,
2021 as amended
from. time to time.
(it) Import of
unregistered/
noncompliant
notified products as
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in CRO, 2021 as

amended from time

to time is

"Prohibited”
(c) Refurbi.shed/ re-conditioned spares of || Free Subject to prod.u.cti.on of
Capital Goods Chartered Engineer

certi.f'Lca.te to the effect
that such spares have at
least 80% residual L'Lfe

of origi.nal spare.

(d) l|ALl other second hand ca.p'Lta.l goods Free
[other than (a) (b) & (c) above]

(IT) Second Hand goods other than cap'Ltal. Restricted Importabl.e against
goods Authorization

(ITI) Second Hand goods i.mported. for the || Free Subject to condition
purpose of repai.r/ refurbi.shing/ re- that waste gen.erated.
condi.tioni.ng or re-engineering. d.u.r'LrLg the repai.r/

refurbishing of imported
items is treated as per
domestic Laws/ Rules/
Orders/ Regulations/
technical

specifications/
Environmental/ safety
and health norms and
the imported item is re-
exported back as per the

Customs Not'Lf'Lcat'Lon.

(4) Removal of Scra.p/ waste from SEZ . A SEZ un'Lt/Developer/ Co—developer may be allowed to
d,'Lspose of in DTA any waste or scrap, anlud.in.g any form of metallic waste and scrap,
generated du.r'mg ma.nu.fa.cturing or processing activity, without an authorization, on
payment of applicable Customs Duty,

(5) Import of samples : No Authorisation shall be required for Import of bonafide technical
and trade sampl.es of items “restricted” in ITC(HS) except defence/securitg items, seeds, bees
and new d.ru.gs. Further, import of samples shall be govern.ed_ bg the prescribed proced_ures.
Authorisation for import of sampl.es is requi.red onlg in case of vegetabl.e seeds, bees and new
d.rugs. Samples of tea upto T 2000 (CIF) per consignment will be allowed without
authorization. Samples upto 2 300,000 can be imported by all exporters without duty.
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(6) Import of gifts : Import of good.s, 'mclud,i.ng those purchased. from e-commerce porta.ls,
throu.gh post or courier, where customs clearance is sou.gh.t as gifts, is prohib'Lted. except for
li.fe saving drugs/ medicines and Rakhi (but not gifts related to Rakhi).

Explanation :

(i) Rakhi (but not g'Lfts related to Rakhi) will be covered under Section 25(6) of Customs
Act, 1962 that reads ".... no duty shall be collected if the amount of duty leviable is
equal to or less than 2 100/-"

(iv) Import of goods as gifts with payment of ful.l. appllcable duties is allowed.

(7) Execution of Legal U_nd.erta.king (LUT) / Bank Guarantee (Bg) : Whenever good.s are
meorted du.tg free or otherwise speci.ficall.g stated, importer shall execute prescribed LUT
(Letter of Llnd.ertaking)/ BG (Bank guarantee)/ Bond with Customs Authoritg before
clearance of goods.

In case of indigenous sourcing, Authorization holder shall furnish LUT/ BG/ Bond to RA

concerned before sou.rc'mg material from i.nd.i.gen.ou.s su.ppl.'Ler/ nominated agency as per the

prescribed procedures.

(8) Private/ publ'Lc bonded warehouses for imports : Private/ public bonded warehouses may be
set up in DTA (Domestic Ta.ri.ff Area) as per terms and conditions of not'Lfi.cat'Lon issued bg
DoR. Any person may import goods, except prohibited items, arms and ammunition,
hazardous waste and chemicals and warehouse them in such bonded warehouses. Such
goods may be cleared for home consumption against authorisation, whenever required.
Customs duty as applicable shall be paid at the time of clearance of such goods. The
clearance of the warehoused goods shall be as per the provisions of the Customs Act, 1962.

(9) Import of goods used in projects abroad : Project contractors after completion of projects
abroad, may import without an Authorisation, goods including capital goods used in the
project, provided they have been used for at least one year.

(10) Re-import of good.s repa.i.red. abroad : Capital goods, equipments, components, parts and
accessories, whether 'meorted or 'Lnd.'LgerLous, except those restricted under ITC (HS) may be
sent abroad for repairs, testing, qu.alitlj improvement or upgradatlon or standardization of
technology and re-imported without an Authorisation.

M Import of Prototypes : Import of new/second hand prototgpes/second hand samples may be
allowed on payment of d,utg without an Authorisation to an Actual User (industrial)
engaged in production of or having industrial license/ letter of intent for research in item
for which prototype is sou.ght for produ.ct deveLopment or research, as the case may be, upon
a selfdeclaration to that effect, to the satisfaction of Customs authorities.

(12) Sale on Hi.gh Seas : Sale of goods on high seas for import into India may be made subject
to FTP or any other law in force.

(13) Import under lease financ'mg : No specific permission of DGFT is required for import of lease
financed Capital Goods.

(14) Merchanting Trade : Merchanting trade involving shipment of goods from one foreign
country to another foreign country without touch'mg Indian ports, 'Lrwolv'mg an Indian
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intermediary is allowed subject to compliance with RBI guidelines, except for goods/items in
the SCOMET List.

17. Wrrite short notes on: Passenger Bagqage - Import and Export thereof.

Ans: The relevant provisions are as under -
(1) Import of Passenger Baggage : The provisions are as under —

(a) Bona—flde household goods and personal. effects may be 'meorted, as part of passenger
baggage as per limits, terms and conditions thereof in Baggage Rules not'Lfi.ed. bg
Ministry of Finance.

(b) Samples of such items that are otherwise freely 'meortable under FTP may also be
imported as part of passenger baggage without an Authorisation.

(c) Exporters coming from abroad are also allowed to import drawings, patterns, labels, price
tags, buttons, belts, trimming and embellishments required for export, as part of their
passenger baggage without an Authorisation.

(d) Any item(s) 'Ln.clu.d.'Ln.g Sampl.es or Prototypes of items whose import pol.'ch ts “restricted”
or "prohibited” or is canalised through STEs are not permitted as part of passenger
baggage except with a valid authorization/permission issued by DGFT.

(2) Export of Passenger Baggage : The provisions are as under :

(a) Bona-fid_e personal ba.ggage may be exported. either along with passenger o, 'Lf
unaccompanied, within one Year before or after passenger's d.epartu.re from India.
However, items mentioned as restricted in ITC (HS) shall require an Authorisation.
govemmen.t of India oﬁici.a[s proceed.'LrLg abroad on ofchi.al posti.n.gs shall, however, be
perm'Ltted. to carry along with their person.a.l baggage, food items (free, restricted or
prohibi.ted,) str'Lctlg for their personal consumption. The Provisions of the Para shall be
subject to Baggage Rules issued under Customs Act, 1962.

(b) Sampl.es of such items that are otherwise freelg exportable under FTP may also be
exported as part of passenger baggage without an Authorisation.

18.Explain the provisions with respect to private/ public bonded warehouses for imports

and exports.
Ans: The relevant provisions are as under -
(1) Private/ Public Bonded Warehouses for Imports :

(a) Private/ Public bonded warehouses may be set up in DTA as per terms and conditions
of notification issued by DoR. Any person. may import goods except prohibited items,
arms and ammunition, hazardous waste and chemicals and warehouse them in such
bonded warehouses.

(b) Such goods may be cleared for home consumption in accordance with provisions of FTP
and against Authorisation, wherever required. Customs d.utg as appllcable shall be paid.
at the time of clearance of such goods.
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() The clearance of the warehoused goods shall be as per the provisions of the Customs Act,
1962.
(2) Private Bonded Warehouses for Exports :
(a) Private bonded warehouses excl.us'wel.l_.j for exports may be set up in DTA as per terms
and conditions of notifications issued by Department of Revenue.
(b) Such warehouses shall be entitled to procure goods from domestic manufacturers
without payment of duty.

explain the provisions with respect to export o

Ans: The miscellaneous provisions with respect to export of goods are as under -

(1) Free exports : All goods may be exported without any restriction except to the extent that
such exports are regulated bg ITC (HS) or any other provision of FTP or any other law for
the time being in force. DGFT may, however, specify through a public notice such terms and
conditions a.ccord'm.g to which any goods, not included in ITC (HS), may be exported
without an Authorisation.

(2 Export of sa.mpl.es : Export of samples and free of charge goods shall be governed by prescribed
procedures. Export of bona fide trade and technical samples of freely exportable item shall
be allowed without any limit. In case of restricted items, application should be made to
DGFT. Such samples can be exported as part of passenger baggage without an
Authorisation.

(3) Export of g'Lfts : goods, anludi.ng edible items, of value not exceedi.n.g 2 500000 in a
li.cen.sin.g Year, may be exported as a gift. However, items mentioned as restricted for exports
in ITC(HS) shall not be exported as a g'Lft, without an Authorization.

(4) Export of spares : Warranty spares (whether 'mdigen.ous or i.mported) of plant, equipment,
ma.ch'merg, automobiles or any other goods, [except those restricted under ITC(HS)] may be
exported alon.g with main equ.'meerLt or su.bsequen.tll_.j, but within contracted warranty
period of such goods subject to approval of RBL

(5) Third party exports :Thlrd—partg exports means exports made by an exporter or manufacturer
on behalf of another exporter(s). In such cases, export documents such as sh.'Lpp'Lng bills shall
indicate name of both manufacturing exporter/manu.fa.ctu.rer and third party exporter(s).
Bank Realisation Certificate (BRQ), Self Declaration Form (SDF), export order and invoice
should be in the name of third party exporter.

(6) Export of 'Lm.ported goods or Import for export : goods 'meorted, in accordance with FTP,

may be exported tn same or substantiallg the same form without an Authorization,
provided that an item to be imported or exported is not restricted for import or export in
ITC(HS).
Exports of such goods imported against payment in freely convertible currency would be
perm.itted provided export proceeds are realized in freely convertible currency. However, export
of such goods to notified countries will be permitted in Indian rupees subject to at least 15%
value addition. Such exports shall not be eligible for any export incentives.
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(7) Export of repl.acemen.t goods : goods or parts th.ereof on be'LrLg exported and found defect'we/
damaged or otherwise unfit for use may be 'meorted for repl.acement free of charge bg the

exporter in accordance with the relevant Customs Notification, and such goods shall be
allowed for export bg Customs authorities, provided that replacement goods are not under
the restricted or SCOMET items for exports in ITC(HS). If the export item is 'Restricted’ or
under SCOMET Llist, the exporter shall require an Authorisation for export of such
replacement goods.

(8) Export of repai.red goods : goods or parts thereof, except restricted under ITC (HS), on be'Ln.g
exported. and found defect'we, damaged or otherwise unfit for use may be 'meorted for repair
and subsequent re-export. Such goods shall be allowed clearance without an Authorisation
and in accordance with customs notification. To that extent the exporter shall return the
benefits/ incentive availed on the returned goods. If the item is 'restricted’ for import, the
exporter shall require an import license.

However, re-export of such defect'we parts/spares bg the Companies/firms and Or'Lgi.nal
Equipment Manufacturers shall not be mandatory if they are imported exclusively for
u,ndertak'mg root cause analgsi.s, testing and evaluation purpose.

20. What are the provisions with respect to denomination and realisation of export
contracts? OR Monotype traders wants to enter into export contracts with various

customers. It intends to understand the currency denomination while entering into
contracts with them and seeks your advice as to how it should ensure compliance

(4 marks, May 2018)

Ans: The relevant provi.si.on.s are as under —

(1) Denomination of Export Contracts :

(a) ALL export contracts and invoices shall be denominated either in freelg convertible
currency or Indian rupees but export proceeds shall be realized in freely convertible
currency.

(b) However, export proceeds against spec'Lf'Lc exports may also be realized in rupees, prov'Lded
it is through a freely convertible Vostro account of a non resident bank situated in any
country other than a member country of Asian Clear'Ln.g Union (ACU) or Nepal or
Bhutan. Add'Lti,orLallg, rupee payment through Vostro account must be against payment
in free foreign currency by buyer in his non-resident bank account. Free foreign exchange
remitted bg buger to his non-resident bank (after dedu.ct'Ln.g bank service charges) on
account of this transaction would be taken as export realization under export promotion
schemes of FTP.

(c) Contracts (for which payments are recelved through Asian Clear'mg Union (ACU) shall
be denominated in ACU Dollar. Central Government may relax provisions of this
paragraph in appropriate cases. Export contracts and invoices can be denominated in
Indian rupees against EXIM Bank/Government of India line of credit.
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(d) Invoicing, payment and settlement of exports and imports is also perm'Lss'Lble in INR.
Accordingl.g, settlement of trade transactions in INR may also take pla.ce through the
Special Rupee Vostro Accounts opened by AD banks in India as permitted under
Regulatton 7(1) of Foreign Exch.a.nge Management (Depos'Lt) Regu.la.tions, 2016, in
accordance to the following procedures :

(i) Indian importers undertaking imports through this mechanism shall make
payment in INR which shall be credited into the Special Vostro account of the
correspondent bank of the partner country, against the invoices for the su.ppl.g of

goods or services from. the overseas seller/ supplier.
(it) Indian exporters, u.n.d.erta.kln.g exports of goods and services throu.gh. this mechanism,
shall be paid the export proceeds in INR from the balances in the designated Special
Vostro account of the correspondent bank of the partner country. [Such export proceeds
realized in Indian Rupees are permitted to avail exports benefits /incentives /
fulfilment of Export Obligations under the FTP]
(2) Non-Realisation of Export Proceeds :

(a) If an exporter fa.'LI.s to realize export proceed.s within time specified by RBI he shall,
without prejudice to any liability or penalty under any law in force, be liable to return
all benefits / incentives availed against such exports and action in accordance with
provisions of FT (D&R) Act, Rules and Orders made thereunder and the FTP.

(b) In casean Exporter is unable to realize the export proceeds for reasons beyond his control
(forcemajeu.re), he may approach. RBI for writing off the unrealized amount in
accordance with prescribed procedure.

() The payment realized through insurance cover, would be el'Lg'LbLe for beneﬁts under FTP
as per prescribed Procedures.

21. Write a note on export credit agencies.

Ans: Export Credit Agencies:

(L) Export Credit Agenci.es (ECAs) are poli.cg instruments for govern.men.t to support exports.
ECAs support exports bg insurance, quarantee and also direct lend'mg. Export Credit
Agencies (ECA) like Export Credit Guarantee Corporation of India Ltd. (ECQC) provides
credit insurance support to exports and export credit lending. Covers issued by ECGC to
exporters, protect agatinst Losses arising out of payment fa.'Llu.res due to 'Lnsolvencg or d.efa.ult
of the buyers or due to political risks. Exporters can diversify their markets in addition to
protecting existing markets through such covers. ECGC also supports Medium and Long
term. (MLT) exports i.nclu.d,i.ng project exports. Exim Bank is the other ECA in the business
of lending for MLT exports and fronting the government's line of credit.

(iv) ECGC i.nd.em.nifies Losses of exporters in export trade due to i.nsolvencg or defaul.t of the
buyer. Additionally, losses due to political risk like war, sudden import restriction,
promulgation of law or decree after the shipment has been affected are also covered. Some
of the anti- dumping measures or non-tariff barriers introduced after a shipment has
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been made will come under the purview of the pol'Lt'Lca.l risk. In such cases exporter's interest
are protected bg ECgC.

22.  Write a note on Export Promotion Councils.

Ans: Export Promotion Councils:

(1) Export Promotion Councils (EPCs) are organizations of exporters, set up with the objective to
promote and develop Indian exports. Each Council is responsible for promotion of a
particular group of products/ projects/services.

(2) EPCs are also el'Lg'LbLe to function as Registering Authorities to issue Registration-cum-
Membership Certificate (RCMCQ) to its memdbers.

23. What is a Registration-cum-Membership Certificate (RCMC) and what is its

need?

Ans:

(1) Regi.strati.orL-Cu.m-Membershi.p Certificate : It means certificate of registration and
membership granted by an Export Promotion Council/ Commuodity Board/ Development
Authority or other competent authority as prescribed in FTP or Handbook of Procedures.

(2) CRES issued bg Spices Board to be treated as RCMC : Cert'Lfi.cate of Registration as Exporter
of Spices (CRES) issued bg Spices Board shall be treated as Registrati.on-Cu.m—Membersh.ip
Cert'Lf'Lca.te (RCMQ) for the purposes under this Pol'tcg.

Certificate of Registration as Exporter of coir & coir products issued by the Coir Board shall

be treated as Registratlon—Cum—Membersth Certificate (RCMC) for the purposes under this
Policy.

24. Explain the provisions of sel

Ans: The relevant provisions are discussed as under -
(1) Approved Exporter Scheme for Self- Cert'Lf'Lcat'Lon of Cert'Lf'Lca.te of Origin :

(L) The Manufa.ctu.rers who are also Status Holders shall be el'Lg'Lble for Approved. Exporter
Scheme. Approved exporters will be entitled to self-certify their manufactured goods as
originating from India with a view to qualifying for preferential treatment under
different PTAs/FTAs/CECAs/CEPAs which are in operation. Self-certification will be
permitted only for the goods that are manufactured as per the Industrial Entrepreneurs
Memorandum (IEM)/ Industrial License (IL)/Letter of Intent (LOI) issued to
manufacturers.

(it) Status Holders will be recogn'Lzed bg DgFT as Approved Exporters for self-certification
based on availability of required infrastructure, capacity and trained manpower.

(i) The detalls of the Scheme, a.long with the perw.ltl_.] provisions will come into effect onlg
when India incorporates the scheme into a specific agreement with its partner/s and the
same is appropriately notified by DGFT. Further the entities to whom such self-
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certification will be extended bilaterally under FTA/PTA will be subject to the provisions
and conditions of that FTA
(2) Certification of Origin of goods EU-GSP : Exporters can self—certifl_.j the Statement on Origin
of their good.s, as per the self—certi.f'tcati.on scheme, Certification of Origin of C_',ood.s for
European Union generalised. System of Preferences (EU.—gSP), of the European Union (EWL)
under the Reg'Lstered, Exporter System (REX).

25.  Write a note on Authorized Economic Operator (AEO).

Ans: Authorized Economic Operator (AEQ). AEO is a flagship scheme which h.elped. in
improving India's rank in the World Bank's ease of doing business index. An AEO certified
company becomes a Custom's trusted trade partner. The programme was started in 2011 and
now has a membership of 4400 AEQ entities or AEO registered companies.

As a step further towards trust-based compliance Indian Customs has introduced the
new/revamped Authorised Economic Operator (AEO) Programm.e wherein extensive beneflts,

'anlu_d.i.ng greater fa.c'LI.i.ta.t'Lon and sel.f—certi.flcati.on, have been provi.d.ed. to those entities who

have demonstrated internal strong control system and compliance with CBIC.

Under the AEO program. of Indian Customs, the MSMEs are also covered.

Based upon. WCO's SAFE Framework of Standards (FoS), '‘Authorised Economic Operator (AEQ)

programme’ has been developed by Indian Customs to enable business involved in the

international trade to reap the following benefits:

(L) Secure su.pplg chain from point of export to import;

(ii) Ability to demonstrate compLLance with security standards when contracting to su.pplg
overseas 'meorters /exporters;

(iil)Enhanced border clearance pr'w'tleges in Mutual Recognition. Agreement (MRA) partner
countries;

(v) Minimal d.isru.ption to flow of cargo after a security related d.'Lsrupti.on;

(v) Reduction in dwell time and related costs; and

(vi) Customs advice/assistance if trade faces unexpected issues with. Customs of countries with

which India have MRA

26. Write a note on Towns of Export Excellence (TEE).
Ans: Towns of Export Excellence (TEE):

(1) Objective : Development and growth of export produ.ction centres. A number of towns have
emerged as dynamic industrial clusters contributing handsomely to India's exports. It is
necessary to grant recognition to these industrial clusters with a view to maximize their
potential and enable them to move up the value chain and also to tap new markets.

(2) Selection criteria : Selected towns produci.ng goods of 2 750 crore or more may be not'Lfi.ed as
TEE based on potentia.l for growth in exports. However, for TEE in Handloom, Ha.nd.i.craft,
Agriculture and Fisheries sector, threshold limit would be 2 150 Crore.

(3) Facilities : The foll.ow'Lng fa.c'Ll'Lt'Les will be provided to such TEE:
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(1) Recognized. associations of units will be provided. financi.al assistance under MAI
scheme, on priority basts, for export promotion projects for market'Ln.g, capacity bu'le.'mg

and technological services.
(it) Common Service Providers in these areas shall be entitled for Authorisation under EPCG
scheme.

DEVELOPING DISTRICTS AS EXPORT HUBS

27.  What is the objective of developing district as export hubs.
Ans: Objective of developing district as export hubs: To galvanise districts of the country to

become export hubs bg i.den.t'Lfl_.j'Lng products and services with export poterLt'La.l in the district,
addressing bottlenecks for exporting these products/services, supporting local exporters/
manufacturers to scale and find potential buyers outside India with the aim of promoting
exports, manufacturing & services industry in the District. This is intended to bring greater Level
of awareness and commitment regarding exports at the district level, build capacity to create
new exporters and identify new markets for the focused products and services. This will also
empower MSMEs, farmers and small scale industries to get ben.ef'Lt of export opportunities in
the overseas markets. This decentralised and focused approach will shift the focus on district
led export growth for self- sufficiency and self- reliance by providing global platform to products
and services from the districts.

28.  Write a note on District Export Promotion Commuittees.

Ans: District Export Promotion. Committees. Institutional Mechanism at District Level: Every
district has products and services which are be'mg exported, and can be fu.rther promoted, along
with new products/ services, to increase prod_uction, grow exports, generate economic activity and
achieve the goa.l of AtmaNirbhar Bharat, Vocal for local and Make in India Products/services
(gI prod.ucts, agr'LcuI.tu.ra.l clusters, toy clusters etc) with export potent'Lal in each District have to
be identified and institutional mechanism in the form of District Export Promotion. Committees
(DEPCs) at the district level is to be created to provide support for export promotion and address
the bottlenecks for export growth in the Districts.

Each District shall constitute a District Export Promotion Committee (DEPC) chaired blj
Collector/DM/DC of the District and co-chaired by designated DGFT Regional Authority with
various other stakeholders as its members.

The primary function of the DEPC will be to prepare and implement district specific Export
Action Plans in collaboration with all the relevant stakeholders at the Central, State and the
District Level.

DGFT Regi.onal Authorities will be engaging with all the relevant State and Central agencies
to take forward this initiative in each district.

29. Write a note on District Export Action Plans for Each District.
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Ans: The relevant provisions are discussed as under -
(1) District Export Action Plans for Each District : The District Export Action Plan (DEAP) may
be prepared for each district. 2-3 h.i.gh potenti.a[ products/servi.ces from the districts may be

prioritised and comprehensive plan for their export growth may be prepared.

It may include the support required by the local industry in boosting their manufacturing
and exports with impetus on supporting the industry from the production stage to the
exporting stage.

The DEAPs may also include specific quantifiable targets to be achieved in the short term
and long term. These plans may outline the interventions that are required to promote the
export of identified products and services from the district.

Each DEAP may be deliberated by the DEPC and various stakeholders before it is formally
adopted by the DEPC of the each District. DEAP of each District, once adopted, may be
published in the public domain on a dedicated Portal.

(3) State/UT Export Promotion Committees : To synergise the efforts of the Department of
Commerce/ DgFT and the State/UT governments in promotion of exports from the State,
each State shall constitute a State Export Promotion Comm.ittee (SEPC) headed bg Ch.'Lef
Secretary of the State.

The designated Regional Authority of DGFT shall be the co-convener of the committee.

(4) Nodal DgFT Reg'Lona.l Au.th.or'ttg : Districts of the States/UTs have been a.ssigned. to the
Jurisdictional DGFT Regional Authority and the nodal RA shall be responsible for the
Districts under their jurisdiction for all activities related to Districts as Export Hubs initiative
in those Districts.

(5) Online Monitori.ng of District Export Action Plans : DGFT would d_evelop an online

monitoring portal that may be accessed on the DGFT website to enable the States/ DGFT
RAs to upload all information related to the products/services with export potential of every
District.
The portal may also help in monitoring the progress of District Export Action Plan and
DEPC meetings in all the Districts. Each DGFT Jurisdictional RA to be primarily responsible
for updating the information/ progress made in implementing Export Action Plan for each
District under their Jurisdiction. The information and reports may also be available in
public domain for the benefit of the exporters.

(6) Export Promotion Activities in Districts : Support in the form of product/sector specific

training and development needs of local industries, dissemination of information through
outreach activities 'anlu.d_i.ng buger seller meets, trade fa'Lrs, workshops etc. may be provi.d_ed
in each District.
The training and development needs of District industries may be identified and trainings
may becoordinated with other departments. DGFT RAs through DEPCs may facilitate such
bu.ger-seLler meets, exhibitions, trade fa'Lrs etc. in the District to encourage the industries to
showcase their products/services to the world.
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(7) Implemen.tation. of District Export Action Plans : The DEAP not'Lfi.ed. bg the District Export
Promotion Committee in each District may include clear 'Ld.enti.f'tcati.on of produ.cts (good.s

and services) with export potenti.al in the District, institutional/ other responsib'LI.'Lti.es, specifics
of pollcg, regu.latorg and operational. reform, and infrastructure/ utilities/ logi.stics
interventions required across the entire chain from producer/ farm to the export destination,
to cover aspects like production, productivity/ competitiveness, improvements required in
design, tie up of producers with exporters, aggregation, sorting, testing, certification, packaging,
transportation through. cold chain or otherwise, import export regulatorg formal'tti.es,
fulfilment of destination countries standards etc.

It may also include Id.en.ti.fgin.g bottlenecks/ Issues in Gl prod.u.ct'Lon., registration, m.arket'mg
and its exports. The plan may also include the support required by the local industry in
boosting their manufacturing and exports with impetus on supporting the industry from
the production stage to the exporting stage.

Once the plan is formal.ll_.] adopted. bl_.j the DEPC of the each District, the pl.an may be
implemented by the DEPC by identifying the projects/activities required to be done to
promote export growth from the Districts. Convergence of various schemes would be done on
priority to build synergy and access the central government and State government scheme
funds available for infrastructure development and skill/capacity building activities.
Department of Commerce schemes such as Market Access Initiative, Niryat Bandhu scheme
etc. may also give priority to district specific needs identified under the District Export Action
Plan.

EXPORT PROMOTION SCHEMESSTATUS HOLDERS

30. Explain with reference to Foreign Trade Policy 2023,
() What do you mean by "Status Holder"? Who are eligible for recognition as Status
Holder?

(i) What is the average export value to be achieved to become the Status Holder?

(iit) Indicate five benefits available to "Status Holders" under the reward scheme of
Foreign. Trade Policy 2023 There is no need to define the term "status holder". (5
Marks May 2018-NS)

Ans: The relevant provisions are discussed as under

(1) Status Holder :

(a) Mean'mg: Status Holders are business leaders who have excelled in international trade
and have successfully contributed to country’s foreign trade. Status Holders are expected to
not only contribute towards India's exports but also provide gquidance and hand holding
to new entrepreneurs.

(b) El'Lg'Lb'Ll'Ltg - Export performan.ce : All exporters of good.s, services and technologg hav'mg an
Lmport-export code (IEC) number shall be el'Lgi.ble for recognition as a status holder.
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Status recognition will d.epend on export performance. An a.ppL'Lcant shall be categor'Lzed.

as status holder on achieving export performance during the current and previous 3
fi.nanc'La.l years (for Gems & Jewellerg Sector the performance during the current and
previous two f'LrLa.rLci.al. Years shall be considered for recognition as status holder) as
indicated in table below.

(c) Computation of export performance : The export performa.nce will be counted on the basis
of FOB of export earning in free foreign exchange.

(d) For deemed export, FOR value of exports in Indian Rupees shall be converted in US $ at
the exchange rate I’I.Oti.fi.ed. bl_.j CBIC, as applicable on ¢ Apl’i.l. of each Financial Year.

(e) Export performa.nce necessary in all three years : For granting status, an export performance
would be necessary in all the three preced.i.n.g f'ma.ncial years (and in all the two preced.'mg
f'Lnanc'La.l years for Gems & Jewelrg Sector).

(2) Status Category :

Status Category Export Performance FOB / FOR (as converted)
Value (in US $ million)
One Star Export House 3
Two Star Export House 15
Three Star Export House 50
Four Star Export House 200
Five Star Export House 800

(3) Grant of double wei.ghta.ge :
(a) El'Lg'Lble exports for double weightage : The exports bg IEC holders under the fol.[ow'mg
categories shall be granted double weightage for calculation of export performance for grant
of status
() Micro, Small & Medium Enterprises (MSME) as d_ef'm.ed in Micro, Small & Medium
Enterprises Developmen.t (MSMED) Act 2006.

(i) Manufacturing units having ISO/BIS.

(iil) Units located in North Eastern States 'anl.udin.g Sikkim, and Union Territories of J&K
and Ladakh

(iv) Export of fruits and vegetabl.es fa.l.ling under Cha.pters 7 and 8 of ITC HS.

(b) Double weightage only for determination of One Star Export House : Double Weightage
shall be available for grant of One Star Export House Status category only. Such benefit of
double weightage shall not be admissible for grant of status recognition of other categories
namelg Two Star Export House, Three Star Export House, Four Star export House and Five
Star Export House.

() Double we'tghta.ge onlg once for each sh'tpment : A merchandise sh'meent/ service rendered
can get double weightage only once in any one of above categories.

(4) Other conditions for grant of status :
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(a) Export performance — Non transferable : Export performance of one IEC holder shall not be
permi.tted. to be tra.nsferred. to another IEC holder. Hence, calculation of exports performance

based on disclaimer shall not be allowed.
(b) Re-exports not counted : Exports made on re-export basts shall not be counted for recognition.
(c) Export of items under authorization, 'anlu.d.ing SCOMET items, would be included for
calculation of export performance.
(5) Pr'wileges of Status Holders : Status holders are granted. certain ben.ef'Lts like—

(a) Sel.f declaration based Clearances and authorizations : Authorisation and custom
clearances for both imports and exports on self-declaration basis.

(b) Priority in SION fixation : Fixation of Input Output Norms (SION) on priority Le. within
60 days. Special scheme in respect of Input Output Norms to be notified by DGFT from
time to time, for specified status holder

() No need of negotiation of documents throu.gh banks - Onlg remittances throu.gh banks:
Exemption from compulsory negotiation of documents through banks. The remittance
receipts, however, would continue to be received th.rou.gh. ban.ki.ng channels.

(d) Exemption form BC_.', : Exemption from furnishing of Bank Guarantee in Schemes under
FTP.

(e) Establishment of Export warehouses : Two Star Export Houses and above are perm'Ltted. to
establish export warehouses.

(f) Preferent'La.l treatment : The status holders would be entitled to preferential treatment
and priority in handling of their consignments by the concerned agencies.

(g) Sel.f—certi.fi.cati.on : Manufacturers who are also status holders (Three Star/Four Star/Five
Star) will be enabled to self—cert'tfg their ma.nufa.ctured. goods (as per their IEM/IL/LOI)
as originating from India with a view to qualify for preferential treatment under
different preferent'tal trad.'mg agreements (PTA), Free Trade Agreements (FTAs),
Comprehens'we Economic Cooperation Agreements (CECA) and Compreh.ens'we Economic
Pa.rtnersh.'Lp Agreements (CEPA). Subsequ.entllj, the scheme may be extended to remaining
Status Holders. Manufacturer exporters who are also Status Holders shall be eligible to
self-certify their goods as originating from India as per prescribed procedure.

(h) Free of Cost Export su.pplies : Status holders shall be entitled to export freelg exportable
items (excludi.ng Gems and Jewellerg, Articles of C_',ol.d and precious metals) on free of cost
basis for export promotion subject to an annual limit as below :

(i) Annual limit of 2% of average annual export realization during preceding 3
licensing years for all exporters [excluding the exporters of following sectors

(iv) Gems and Jewellerg Sector,

(iil) Articles of gold. and precious metals sector].

(v) Annual limit of 21 crore or 2% of average annual export realization duri.ng preced'mg
3 licensing years, whichever is lower. [for exporters of the fo[[owi.ng sectors

(v) gems and Jewellery Sector,

(vi) Articles of gold and precious metals sector].
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(vit) In case of suppli.es of pharmaceutical prod.u.cts, vaccines and l'Lfesa.v'mg d.rugs to
health programmes of international agencies such as UN, WHO-PAHO and

Government health programmues, the annual limit shall be upto 8% of the average
annual export realisation during preceding 3 licensing years.
The free of cost supplies made as above shall not be entitled to Duty Drawback or
any other export incentive under any export promotion schem.e.

(6) Sk'Lll'mg and Mentorship Obligat'tons :

(@) To improve the trade ecosystem blj enhanc'mg the available skil.l'mg opportunities,
Status Holders are being made "partners” in providing mentoring and training in
international trade. Status Holders will endeavor to provide skill upgradation/ training
in international trade as detailed below :

Status Number of Trainees per year
Two Star Export House 5
Three Star Export House 10
Four Star Export House 20
Five Star Export House 50

(b) A model training program of a minimum duration of 6 weeks would be put up in
public domain for guidance.

(c) Detailed eligibilitg requirements, selection criteria, training curriculum etc. will be at
the discretion of the Status Holder.

DUTY EXEMPTION/REMISSION SCHEMES

discuss duty exemption/remission schemes.

Ans: The provisions are as under -
(1) Objective : Schemes under this Chapter enable duty free import of inputs for export
production., 'Ln.clu.din.g replenish.ment of input or d.utlj remission.
(2) Schemes :
(a) Duty Exemption Schemes : The Duty Exemption schemes consist of the follow'mg -
(i) Advance Authorisation (AA) (which includes Advance Authorisation for Annual
Requi.rement).
(iv) Duty Free Import Authorisation (DFIA).
(b) Duty remission scheme : Duty Drawback (DBK) Scheme, administered by Department
of Revenue.
(c) Scheme for Rebate on State and Central Taxes and Levies (RoSCTL), as rLot'Lfi.ed bg the
Ministry of Textiles.
(d) Scheme for Remission of duties and taxes on exported. products (RoDTEP) not'Lf'Led. bg
Department of Commerce and administered by Department of Revenue.
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REMISSION OF DUTIES & TAXES ON EXPORT PRODUCT SCHEME (RODTEP)

32  Briefly discuss Remission of Duties & Taxes on Exported Product Scheme

(RoDTEP).
Ans: Remission of Duties & Taxes on Exported Product Scheme (RoDTEP): with effect from Of-
01-2021, Government has introduced a new scheme for Remission of Duties and Taxes on
Exported Products (RoDTEP) for et'Lg'the export of good.s. RoDTEP scheme is based on the globaltg
accepted principle that taxes and duties should not be exported, and taxes and Levies borne on
the exported products should be either exempted or remitted to exporters. This scheme provides for
remission of the amount in the form of duty credit scrip credited in an exporter's ledger account
with customs.
(1) Objective of the Scheme :

(L) The objective of the scheme is to refund., cu,rrerttl.g unrefunded —

(a) Duties/ taxes/ levies, at the Central, State & local level, borne on the exported prod.u.ct,
including prior stage cumulative indirect taxes on goods & services used in production
of the exported. product, and

(b) Such indirect duties/taxes/levies in respect of distribution of exported products.

(it) Salient fea.tu.res of the scheme:

(a) It seeks to refu,rtd. to exporters the embedded Central, State and local duties/ taxes that
were so far not being rebated/refunded.

(b) Duty credit is issued -

v in liew of remission of any duty/ tax/ lew chargeable on any material used in the
manufacture/ processing of goods or for carrying out any operation on such goods in India
that are exported, where such duty/ tax/ levy is not exempted/ remitted/ credited under any
other Scheme;

v against export of notified goods under FTP. [Value of the said goods for calculation of duty
credit to be allowed under the scheme shall be the declared export FOB value of the said
goods or up to 15 times the market price of the said goods, whichever is less)]

v against claim of duty credit under the Scheme made by an exporter by providing the
appropriate declaration at the item level in the shipping bill or bill of export in the customs
automated system;

v against the shi.ppi.ng bill or bill of export, presented. under section 50 of the said Act where
the order permitting clearance and loading of goods for exportation under section 51 of the
said Act has been made;

v after the claim is allowed by Customs upon necessary checks, including on the basis of risk
evaluation through appropriate selection criteria, and after f'Lli.ng of export manifest or export
report;

v in accordance with any rules or regulat'ton.s made in relation to d.utg credit, escrip or
electronic du.tg credit ted.ger;
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() The refund in the form. d,utg credits would be credited in the electronic credit ledger in the
customs automated account of the exporter.

(d) Such d.u.tl_.j credit shall be used onlg to pay basic customs d.u.tg on i.mported good.s.

(e) The dutg credit scrips are freell_.j tran.sfera.bl.e, Le. credits can be tran.sferred to other importers.

(f) The rebate under the scheme shall not be available in respect of duties and taxes alrea.d.g
exempted or remitted or credited.

(2) El'Lg'Lb'Ll'Ltg for the scheme : All exporters of eL'Lg'Lble RoDTEP export items are eL'Lg'Lble for the

scheme.

(3) Reward under the scheme : Rebate would be gra.nted. to el'Lg'Lbl.e exporters at a not'Lfi.ed. rate
asa % of FOB value with a value cap per unit of the el'Lg'LbLe exported. produ.ct, wherever
required, on export of items. However, for certain export items, a fixed quantum of rebate
amount per unit may also be notified.

(g) Rebate would not be depend.en.t on the realization of export proceed.s at the time of issue of
rebate. However, rebate will be deemed never to have been allowed in case of non-receipt of
sale proceed.s within time allowed under the Foreign Exchan.ge Man.agemen.t Act, 1999.

(4) Ineligible suppl.i.es/ items/ categories under RoDTEP : Following shall not be taken into
account for calculation of entitlement under the scheme:

(1) Export of 'Lm.ported. goods in same or substantiall.g the same form

(iv) Exports through trans—shipment, meaning therebg exports that are originating in third
country but trans-shipped through India

(iit) Export products which are subject to minimum export price or export duty

(iv) Products which are restricted/prohibited under FTP

(v) Supplies of products ma.n.ufa.ctured. bg DTA units to SEZ/FTWZ units.

(vi) Products ma.nufa.ctured_ in EHTP and BTP

(vit) C_,ood.s which have been taken into use after manufacture

(viit) Exports for which the electronic documentation in ICEGATE EDI has not been
generated/ exports from non-EDI ports

(ix) Products manufactured or exported availing the benefit of Notification No. 32/1997-Cus
dated 01-04-1997

(x) Deemed Exports

(xt) Products man.u.fa.ctu.red, partlg or whollg in a warehouse under section 65 of the
Customs Act

(xii) goods for which claim of du.tg credit is not f'Lled. in a shipping bill or bill of export in
the customs automated system

(xitt) Products manufactured or exported in d.i.scha.rge of EO against an AA/DFIA/Spec'Lal
AA issued under a duty exemption scheme of relevant FTP*

(xtv) Products manufa.ctured/exported bg a unit licensed as 100% EOU. in terms of the
provisions of FTP or by any of the units situated in FTZ/EPZ/SEZ*

*Inclusion of exports made under these categories in RoDTEP scheme will be decided Later.
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ADVANCE AUTHORIZATION SCHEME

explain Advance Authorization Scheme OK.

Ans-Advance Authorization Scheme: The key features of advance Authorization Scheme are as
under-

(1) Advance Authorisation : Under advance authorization scheme, INPUTS which are used
in the export product can be imported without payment of customs duty.

(2) Details of duties exempted. : Imports under Advance Authorisation are exempted from
payment of Basic Customs Duty, Additional Customs Duty, Education Cess, Anti-
dumping Duty, Countervailing duty, Safequard Duty and Transition Product Specific
Safequard Duty, wherever applicable. The conditions for duty free imports against physical
exports are provided in notification issued under the Customs law.

ADD/ An.t'L-subsi.dl_.j/ Sa.fegu.a.rd. du.tg not exempt in Certain Cases : However, Import

against foll.owi.ng deemed exports will not be exempt from ADD, Anti.—su.bsid.g dutg and

Safequard duty -

(a) Supplg of ca.p'Lta.I. goods against EPCG Authorisation;

(b) Supplg of marine freight containers bg 100% EOU (Domestic freight container
ma.nufacturers); and

(c) Supply of goods to United Nations or International Organisations, etc. IGST and
GST Compensation Cess have been exempted on imports under Advance
Authorisation for physical exports ordeemed exports.

(3) Va.lidi.tg Period of Advance Authorisation :

(a) Advance Authorisation - Valid for 12 months from the date of issue : Va.l.'Ld.'Ltg per'Lod.
for import of Advance Authorisation shall be 12 months from the date of issue of
Authorisation.

(b) Advance Authorisation for Deemed Export : Advance Authorisation for Deemed Export
shall be co-terminus with contracted duration of project execution or 12 months from
the date of issue of Authorisation, whichever is more.

(4) Export Obligation :

(a) Period for fulfi.llmen.t of export obligati.on - 18 months : Period for fulﬁllment of export
obligation under Advance Authorisation shall be 18 months from the date of issue of
Authorisation or as notified by DGFT.

(b) Period in case of deemed exports or turnkey projects : In cases of supplies to projects in
India under deemed export category or projects abroad, the Export Obli.ga.ti,on peri.od
shall be co-terminus with contracted duration of the project execution or 18 months
whichever is more.

(c) Period for fulflllment of export obli.ga.tion for d.efen.ce items - 24 months : Export
Obligation for items falling in categories of defence, military store aerospace and
nuclear energy shall be 24 months from the date of issue of authorization or co-
terminus with contracted duration of the export order whichever is more.

170

CA VARDHAMAN DAGA




. CHAPTER 8 - FOREIGN TRADE POLICY .J

(5) Currency for Realisation of Export Proceeds : Exports proceeds shall be realized in freelg
convertible currency except otherwise speci.f'Led..
(6) Basts of issue of Advance Authorisation : Advance Authorisation is issued for inputs in

relation to resultant produ.ct, on the fol.l.ow'LrLg basts :

(a) As per Standard Input Output Norms (SION) not'Lf'Led; or

(b) On the basis of self declaration : Reg'LorLa.l Authoritg may also issue Advance
Authorisation where there is no SION/valid Ad hoc Norms for an export product or
where SION/Ad hoc norms have been notified/published but exporter intends to use
additional inputs in the manufacturing process, based on self—d.ecl.a.ra.ti.on bg appl.icant.
Wastage so claimed shall be subject to wastage norms as decided by Norms Comm.ittee.
The applicant shall submit an und.erta.k'mg to abide bg decision of Norms Commuittee;
or

(c) AppL'Lca.nt speci.f'Lc prior f'anti.on of norm bg the Norms Committee; or

(d) On the bastis of Sel.f Ratification Scheme : Where there is no SION/valid Adhoc Norms
for an export product and where SION has been notified but exporter intends to use
additional inputs in the manu.factu.ring process, el.i.g'Lbl.e exporter can applg for an
Advance Authorisation under this scheme on self-declaration and self-ratification
basis. RA may issue Advance Authorisations and such cases need not be referred to
Norms Commuittees for rati.f'Lca.ti.orL of norms. An exporter (ma.nu.fa.ctu.rer or merchant
exporter) who holds AEO (Authorised Economic Operator) Cert'Lf'Lcate under Common
Accreditation Programme of CBIC is eligible to opt for the scheme.

(7) Items which can be i.mported, duty free against advance authorization :

(a) Inputs, which are phgsicallg 'anorpora.ted. in export prod.uct (ma.k'mg normal allowance
for wastage).

(b) Fuel, otl, ca.ta.l.gsts which are consumed/utilised to obtain export prod.uct.

() Mandatory spares which are required to be exported/supplied with resultant product
permitted upto 10% of CIF value of Authorization.

(d) Specified spices only when used for activities like crushing/ grinding /sterilization/
manufacture of oils or oleoresins and not for s'mel.g cl.ean'mg, grading, re—packi.ng etc.
However, items reserved for imports bg STEs cannot be i.mported against advance
authorization.

(8) Actual User Condition for Advance Authorisation :

(a) Actual User Condition : Advance Authorisation and/or material 'meorted. under
Advance Authorisation shall be subject to ‘Actual User' condition.

(b) Authorisation Non transfera.ble : The same shall not be transfera.ble even a.fter
completion. of export obli,ga.t'Lon.. However, Authorisation holder will have option to dispose
of product manufactured out of duty free input once export obligation is completed.

(c) If Input tax credit availed, 'meorted inputs, to be used on.lg in man.ufa.ctu.re of dutiable
goods : In case where CENVAT/input tax credit facility on input has been availed for
the exported. good.s, even a,fter completion of export obliga.t'ton, the good.s 'meorted. against
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such Advance Authorisation shall be utilized only in the manufacture of dutiable goods
whether within the same factory or outside (bg a supporting manufacturer). For this, the
Authorisation holder shall produce a certificate from either Chartered Accountant, at
the option of the exporter, at the time of f'LL'LrLg appLi.cat'Lon for Export Obligatton D'Lscharge
Certificate to Regional Authority concerned.

(d) D'Lsposal of waste and scrap on payment of du.tg : Wa.ste/scra.p arising out of
manufacturing process, as allowed, can be disposed off on payment of applicable duty
even before fulfillment of export obligation.

9) Eli.g'Lbl.e Appl.'Lca.nt/Export/Supplg :

(a) Ma.nu.fa,cturer Exporter/ Merchant Exporter : Advance Authorisation can be issued either
to a manufacturer exporter or merchant exporter tied to supporting manufacturer.

(b) Pharma prod.u.cts - Onlg Ma.n.u.factu.rer exporter el'Lg'Lble : Advance Authorisation for
pharmaceuti.ca.l. products ma.n.ufactured through Non.—IrLfri.rLg'Lng (NI) process shall be
issued to manufacturer exporter only.

(c) Phgsi.ca.l. or Deemed Exports — Both eli.gi.bl.e : Advance Authorisation shall be issued for
(L) Physical export (including export to SEZ);

(it) Intermediate supplg; and/or

(i.'L'L)Suppli.es made to spec'Lf'Led. categories of deemed exports ;

(iv) Supplg of 'stores’ on board of foreign going vessel./aircra.ft, subject to condition that
there is specific Standard Input Output Norms in respect of item supplied.

(10) Domestic sourcing of inputs : Holder of advance authorization has an option to procure
the materials/ inputs from indigenous manufacturer/STE in liew of direct import against
Advance Release Order (ARO)/ Invalidation letter/Back to Back Inland Letter of Credit.
However, ~ Advance  Authorisation  holder  may  obtain  supplies  from
EOU/EHTP/BTP/STP/SEZ units, without obtaining ARO or Invalidation Letter.

(1) Conditions for red.eemi.n.g authorisation : Wherever SION permits use of either -

(a) a generic input; or

(b) alternative input,
unless the name of the specific input together with quantity [which has been used in
manufacturing the export product] gets indicated/ endorsed in the relevant shipping
bill and these inputs, so endorsed, within quantity speciﬁed and match the descript'ton
in the relevant bill of entry, the concerned Authorisation will not be redeemed. The
name/description of the input in the Authorisation must match exactly with the
name/description endorsed in the shipping bill.
Further, quantity of input to be allowed under Advance Authorisation shall be in
proportion to the quantity of input actually used/ consumed in production. If goods
are 'meorted against advance authorization but export obligation is not fulfill.ed, d,u.tg
and interest is payable. Aforesaid provisions will also be applicable for supplies to SEZs
and supplies made under deemed exports.

(12) Advance Authorisation for Annual Requirement :
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(a) El.'Lgi.bLe for items rLot'Lf'Led in SION : Advance Authorisation for Annual Requirement
shall onl.g be issued for items noti.f'Led. in Standard Input Output Norms (SION), and
it shall not be available in case of adhoc norms. It is not available on self-declaration
basis.

(b) Export performan.ce in last 2 years : Exporters having past export performance (in at least
preced'mg two f'manc'w.l gears) shall be entitled for Advance Authorisation for Annual
requirement.

(c) Entitlement in terms of CIF value of imports shall be —

v upto 300% of the FOB value of physical export and/or FOR value of deemed export in
precedi.ng f'LrLarLc'Lal. year; or

v %] crore,
whichever is higher.

(13) Value Addition : Value Addition for the purpose of this Ch.a.pter (except for Gems and
Jewel.lerg sector for which value addition is prescri.bed. separatelg under FTP) shall be :

Value addition= A-B x 100,
B
Where -
A = FOB value of export realized/ FOR value of supply received
B = CIF value of inputs covered by Authorisation, plus value of any other input used on
which benefit of DBK is claimed or intended to be claimed.

If some items are suppl’ted. free of cost bg foreign. buger, its notional value will be added

in the CIF value of import and FOB value of export for purpose of calculating value

addition. Exports to SEZ Units/ supplies to Developers/ Co-developers, irrespective of currency
of realization, would also be covered.

(14) Minimum Value Addition — 50% in case of tea and 15% in other cases :

a) Minimum value addition required to be achieved under Advance Authorisation is 15%.

b) In case of Tea, minimum value addition shall be 50%.

¢) In case of spices, minimum value addition shall be 25%.

(15) Ad.m'tssibi,litg of Drawback : Drawback as per rate determined and f'Lxed, bg Central Excise
authoritg shall be available for d.u.tg pa.'Ld. 'meorted or 'Ln.d.'LgerLou.s inputs (not spec'Lf'Led_ in
the norms) used in the export produ.ct.

For this purpose, a.pplicant shall indicate clearlg details of du.tg pa.i.d. input in the

application for Advance Authorisation. As per details mentioned in the a.pplica.tion,

Regional Authority shall also clearly endorse details of such duty paid inputs in the

condition sheet of the Advance Authorisation.

(16) Accounting of Input :

(a) Name/descripti,on must match with shi.ppin.g bill and quantity of input to be allowed
shall be in same proportion to quantity of input actually used or consumed : Wherever
SION permits use of either -

i) a generic input, or
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(i) alternative input,

(lit)unless the name of the specific input [which has been used in manufacturing the
export prod.u.ct] gets indicated/endorsed in the relevant shippin.g bill and these inputs,
so endorsed, match the descertLon in the relevant bill of entry, the concerned
Authorisation will not be redeemed. In other words, the name/description of the input
used (or to be used) in the Authorisation must match exa.ctlg with the
name/description endorsed in the shipping bill

(b) Proportion of inputs a.ctu.a.llg consumed to be used, if si.ngle quantity indicated in
SION against more than one input : In addition, if in any SION, a s'mgl.e quantity
has been indicated against a number of inputs (more than one i.n.put), then quantities
of such inputs to be permitted for import shall be in proportion to the quantity of these
inputs actually used/consumed in production, within overall quantity against such
group of inputs. Proportion of these inputs actually used/consumed in production of
export product shall be clearly indicated in shipping bills.

(c) D'Lsch.a.rge of export obl.i.ga.ti.on - Aforesai.d inputs to be indicated in sh'Lpp'Lng bill : At
the time of d.ischarge of export obl.'Lgat'Lon. (issue of Export obLLgation d.'Lsch.arge certi.ficate
EODQC) or at the time of redemption, Reg'LorLa.l. Authori.tg shall allow onlg those inputs
which have been specifically indicated in the shipping bill.

(d) Provisions also be appl'tca.ble for su.ppl'Les to SEZs and su.ppl'Les made under deemed
export : The above provisions will also be applicable for supplies to SEZs and supplies
made under Deemed export. Details as given above will have to be indicated in the
relevant  Bill of Export, ARE-3, Central Excise cert'Lf'Led. Invoice/import
document/document for domestic procurement/supply.

DUTY FREE IMPORT AUTHORIZATION (DFIA) SCHEME

discuss Duty Free Import Authorization (DFIA) Scheme.
Ans- Duty Free Import Authorization (DFIA) Scheme: The key features are us under-
() DFIA Scheme : DFIA is issued to allow duty free import of inputs. In addition, import of
oil and ca.ta.lgst which is consumed/utilised in the process of prod_u.ct'LorL of export prod.u.ct,

may also be allowed. Provisions applicable to Advanced Authorisation are broadly
applicable in case of DFIA DFIA Scheme shall not be available for import of raw sugar.
(2) Duties Exempted and Ad.missib'tli.tg of CENVAT and Drawback :

(i) DFIA shall be exempted onlg from payment of Basic Customs Duty. IgST will be
payable on imports.

(it) Drawback as per rate determined and f'Lxed. bg Customs a.u.thori.tg shall be available for
dutl_.] pai.d. inputs, whether meorted or 'Ln.d'LgerLous, used in the export prod.u.ct. However,
in case such drawback is claimed for inputs not spec'Lf'Led. in SION, the a.pplica.nt should
have indicated cl.earll_.] details of such dutg pa'Ld. inputs also in the application for DFIA,
and as per the details mentioned in the application, the Regional Authority should also
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have clearly endorsed details of such duty paid inputs in the condition sheet of the
DFIA

(3) Eligibility :

(i) DFIA shall be issued on post export basis for produ.cts for which SION have been notlf'ted..

(it) Merchant Exporter shall be requ.'Lred. to mention name and address of supporting
manufacturer of the export product on the export document viz. Shipping Bill/Bill of
Export/Tax Invoice for export prescribed under the GST rules.

(i.i.i.)APpl.i.CG.ti.Ol‘L is to be fi.led with concerned Regional Au.thor'Ltl_.j before effecting export under
DFIA

(iv) No DFIA for '‘Actual User' condition inputs : No DFIA shall be issued for an export
product where SION prescribes 'Actual User' condition for any input.

(4) Minimum Value Addition — 20% : Minimum value addition of 20% shall be requ.'tred. to
be achieved except for physical exports for which payments are not received in freely
convertible currency.

(5) Validity & Transferability of DFIA :

i) Online applica.ti.on. : Applicant shall file online application to Regional Authority
concerned before starting export under DFIA

(iv) Fu.lf'Ll.lment of exports — 12 months : Export shall be completed within 12 months from
the date of online filing of application and generation of file number.

(i) Indication of fi.le number : While doing export/supply, applicant shall indicate file
number on the export/supply documents viz. Shipping Bill/Bill of Export/Tax invoice for
supply prescribed under GST rules.

(iv) Endorsement of input name and quantity in documents : Wherever SION permits use
of either -

(@) a generic input, or

(b) alternative input,
the specific input together with quantity [which has been used in manufacturing
the export
product] should be indicated/endorsed in the relevant Shipping Bill/Bill of
Export/Tax invoice for supply prescribed under GST rules.
Only such inputs may be permitted for import in the authorisation in proportion to
the quantity of these inputs actually used/consumed in production, within overall
quantity against such generic input/ alternative input.

(v) If in any SION, a s'mgle quantity has been indicated against a number of inputs (more
than one 'anut), then quantities of such inputs to be permitted. for import shall be in
proportion to the quantity of these inputs actually used/consumed in production and
declared in Shipping Bill/Bill of Export/Tax invoice for supply prescribed under GST rules
within overall quantity against such group of inputs. Proportion of these inputs actually
used/consumed. in production of export product shall be clearly indicated in Shipping
Bill/Bill of Export/Tax invoice for supply prescribed under GST rules.
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(i) Separate DFIA shall be issued for each SION and each port.
(v'Li.)Exports from Listed Ports and separate a.ppl'Lca.t'Lon. for EDI and Non EDI ports : Export

under DFIA shall be made from any listed port. However, separate a.ppl.ica.tion shall be
made for EDI and non-EDI ports. In case export is made from a non-EDI port, separate
application shall be made for each non-EDI port.

(viit) Tra.n.sferabil.itg : Regi.ona.l Authoritg shall issue transferab[e DFIA with a va.l'Ld.'Ltg of 12
months from the date of issue. No further revalidation shall be granted by Regional
Authoritl_.j. After completion of exports and realization of export proceed.s, request for
issuance of transferable DFIA may be made to concerned RA within a period of :

(@) 12 months from the date of export or

(b) 6 months (or additional time allowed bg RBI for realization) from the date of realization
of export proceeds,
whichever is Later. Exports proceeds shall be realized in freely convertible currency except
otherwise specified.

(6) Domestic sourcing of inputs : Holder of DFIA has an option to procure the materials/ inputs
from indigenous manufacturer/STE in liew of direct import against Advance Release Order
(ARQO)/ Invalidation letter/Back to Back Inland Letter of Credit. DFIA holder may obtain
supplies from EOU/ EHTP/ BTP/ STP/ SEZ units, without obtaining ARO or Invalidation
Letter.

(7) Conditions for red.eemi.ng authorisation : It is necessary to establish that inputs actually
used in manufacture of the export product should only be imported under the authorization
and i.n.pu.ts actu.allg 'meorted must be used in the export prod.u.ct, for redeemi.n.g the DFIA
The name/ description of the input in the DFIA must match exactly with the
name/description endorsed in the shipping bill.

Further, quantity of input to be allowed under DFIA shall be in proportion to the quantity
of input actually used/consumed in production.

If good.s are i.mported. against advance authorization but export obli.ga.ti.on is not fulfi.lled,
duty and interest is payable.

Aforesaid provisions will also be applicable for supplies to SEZs and supplies made under
deemed. exports.

EXPORT PROMOTION CAPITAL GOODS (EPCG) SCHEME

35.  Give a brief account of Export Promotion Capital Goods Scheme

Which exporters are eligible for Export Promotion Capital Goods Scheme as per Foreign
Trade Policy 20237

Also describle which capital goods are eligible for import under this scheme? (4 Marks
Nov,2018-05)

Ans-The relevant aspects are discussed as under-
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(1) Objective : The objective of the EPCG Scheme is to fa.clllta.te import of ca.plta.l good.s for
producing quality goods and services to enhance India's export competitiven.ess.
2) EPCG Scheme :

(a) Imports free of d.utg : EPCG Scheme allows import of capltal goods for pre—productlon,
production and post-production at Zero customs duty,

(b) IgST and gST compensation cess exempt on imports : Caplta.l good.s 'meorted. under
EPCG scheme for physical exports are also exempt from whole of the Integrated Tax
leviable under Section 3(7) and Compensation Cess leviable thereon under Section 3(9)
of the Customs Tariff Act, 1975.

(c) Indigenous purchases allowed : Alternatively, the Authorisation holder may also procure

Capital Goods from indigenous sources.
Indigenous sourcing of capital goods and benefits to domestic supplier : A person holding
an EPCQ authorisation may source capital goods from a domestic manufacturer. Such
domestic manufacturer shall be eligible for deemed export benefit and as may be
provided under GST Rules under the category of Deem.ed Exports. Such domestic sourcing
shall also be permitted from EOUs and these supplies shall be counted for purpose of
fulfilment of positive NFE by said EOU.

(d) Ellglble ca.plta.l goods : Ca.p'Lta.l goods for the purpose of the EPCG scheme shall include
(1) Ca.plta.l goods 'anlu.d.lng in CKD/SKD condition thereof;

(i) Computer systems and software which are a part of the Capital Goods being imported
(i.i.i.)Spa_res, moulds, dies, Jigs, flxtu.res, tools & refra_ctorles for initial llnlng and spare
refractories; and
(iv) Ca.ta.lgsts for initial charge plus one subsequent Charge.
(v) Ca.plta.l good.s for Project Imports not'Lf'Led bg CBIC.
(e) Inellgi,ble capi.tal goods include :
() Second hand capital goods
(i) Any Capital Goods for generation/transmission of power (including Captive plants
and Power gen.erator Sets of any kind) for:
v Export of electrical energy (power);
v Supplg of electrical energy (power) under deemed exports;
v Supplg of power (energg) in their own unit, and
v Supply/export of electricity transmission services

(f) EO equi.valen.t to 6 times of d.utg saved on capi.tal good.s - Time limit of 6 years : Import
under EPCG Scheme shall be subject to an export obligation equivalent to 6 times of
duties, taxes and cess saved on ca.pi.tal goods, to be fulfilled. in 6 years reckoned from
date of issue of Authorisation.

(g) Authorisation vali,d.ltg — 24 months : Authorisation shall be valid for import for 24
months from the date of issue of Authorisation. Revalidation of EPCG Authorisation
shall not be permitted.
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(h) IgST pa'Ld in cash — Not to be taken into account for net d.u.tg saved provided ITC not

®)

f)

availed : In case Integrated Tax and Compensation Cess are paid in cash on imports
under EPCG, incidence of the said Integrated. Tax and Compensation Cess would not
be taken for computation of net duty saved provided Input Tax Credit is not availed.
Restricted Imports - Approval of EFC required : Import of items which are restricted for
import shall be permitted under EPCG Scheme only after approval from Exim
Facilitation Committee (EFC) at DGFT Head.quarters.

Restricted exports — Approval of EFC required : If the goods proposed to be exported under
EPCG authorisation are restricted for export, the EPCG authorisation shall be issued
only after approval for issuance of export authorisation from Exim Facilitation
Committee at DGFT Headquarters.

(k) El'Lg'Lble exporters : Foll.ow'mg are el.i.g'Lbl.e for EPCG scheme :

©

Manufacturer exporters with or without supporting marw.factu.rer(s)

(it) Merchant exporters tied to supporting man.u.factu_rer(s)
(ii)Name of supporting man.ufactu.rer(s) shall be endorsed on the EPCg Authorisation before

installation of the capital goods in the factory/premises of the supporting manufacturer
(s).

In case of any ch.artge in supporting manufacturer(s) the RA shall intimate such chan.ge
to jurisdictional Customs Authority of existing as well as changed supporting
manufacturer(s) and the Customs at port of registration of Authorisation.

(iv) A service provider who is certified as a Common Service Provider (CSP) by the DGFT HQs,

L)

3)
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Department of Commerce in a Town of Export Excellence or Prime Minister Mega
Integrated Textile Region and Apparel Parks (PM MITRA) subject to provisions of Foreign
Trade Policy/Handbook of Procedures with the following conditions:

Common utility services like providing Electricity, Water, Gas, Sanitation, Sewerage,
Telecommunication, Transportation etc. shall not considered for benefit of CSP;

Export by users of the common service shall be counted towards fulfillment of EO of the
CSP provided the EPCG Authorisation details of the CSP is mentioned in the respective
Shipping bills and concerned RA must be informed about the details of the users prior
to such export;

Such export will not count towards fulfillment of specific export obligation in respect of
other EPCg Authorisations of the user;

Authorisation holder shall be requ.'Lred to submit Bank gu.arantee (Bg) which shall be
equivalent to the duty saved. BG can be given by CSP or by any one of the users or a
combination thereof, at the option of the CSP; and

Capital goods shall be installed within a Town of Export Excellence or PM MITRA
Actual User Condition till export obligation fulfilled : Imported capital goods shall be
subject to Actual User condition till export obligation is completed and EODC is granted.
Export Obllgatton. (EO) : Export obligation means obl’tgat'ton to export prod.u.ct(s) covered
bg Authorisation/ permission in terms of quantity or value or both, as may be
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prescribed/speciﬁed bg Regionat or competent authoritg. Export obl.'Lgat'Lon consists of
average export obligation and specific export obl.'Lgat'Lon.

Spec'Lfi.c export obllgation (Speci.f'Lc EO) under EPCG scheme is equi.valent to 6 times of d.utg
saved on capital goods imported under EPCG scheme, to be fulfilled in 6 years reckoned
from Authorization issue-date. Specific EO is over and above the Average EO. Average
export obligati.on (Average EO) under EPCG scheme is the average Level of exports made bl_.j
the applicant in the preceding 3 licensing years for the same and similar products. It has
to be achieved within the overall EO peri.od. (i.n.clud.'mg extended peri.od. unless otherwise
spec'Lf'Led.).

(4) Conditions a.pplica.bl.e to the fulfilment of the Export Obligation (EQ) : Following
conditions shall apply to the fulfilment of EO -

(a) Fulfillment through export of goods or services : EO shall be fulfilled by the authorisation
holder through export of goods which are manufactured by him or his supporting
manufacturer/services rendered by him, for which the EPCG authorisation has been
granted.

(b) EO is over and above average level of exports of last 3 years : EO under the scheme shall
be, over and above, the average Level of exports achieved bg the appl.i.cant in the precedin.g
3 licensing years for the same and similar products within the overall EQO period
anlud.'mg extended period, if any; except for spec'Lf'Led. categories. Such average would be
the arithmetic mean of export performance in the preceding three licensing years for same
and similar products.

25% less EO in case of ingeniousness sourcing of capital goods : In case of indigeneous
sourcing of cap'Ltal goods, SPeCi.fi.C EO shall be 25% less than the EO mentioned above,
Le. EO will be 45 times (75% of 6 times) of d.utg saved on such goods procured.

(c) Sh'tpments under AA/DFIA/Drawback scheme or reward schemes - Also eli.gi,ble : Exports
under Advance Authorisation, DFIA, Duty Drawback, RoSCTL and RoDTEP Schemes
would also be eligible for fulfilment of EO under EPCG Scheme.

(d) Physical exports and specific deemed exports included : Export shall be physical export.
However, deemed exports shall also be counted towards fulﬁllment of export obliga.tion.

(e) Supply of ITA-I items to DTA - Counted for EO : EO can also be fulfilled by the supply
of ITA-I items to DTA, provi.ded. realization is in free foreign exchange.

(f) Rogaltg payments - Counted for EO . Rogal.tg payments recelved bg the Authorisation
holder in freely convertible currency and foreign exchange received for RGD services shall
also be counted for discharge under EPCG,

(g) Payment received in rupee terms for such Services as notified in Appendix 5D shall also
be counted towards discharge of export obligation under the EPCG scheme.

(5) Provision for companies admitted under the provisions of Insolvencg and Bankru,ptcg Code
2016 : A company holding EPCG authorizations and having been admitted under the
provisions of Insolvency and Bankruptcy Code 2016 for commencement of insolvency
proceedings and in respect of whom the resolution plan has been approved under Section 31
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of IBC 2016 by Adjudicating Authority may be permitted to relief, concessions and waivers
in accordance with the resolution plan approved/ finalised by Adjudicating
Authority/Appellate Authorities as the case may be.

(6) Calculation of export obl'Lgat'Lon : In case of direct imports, EO shall be reckoned with
reference to actual duty saved amount. In case of domestic sourcing, EO shall be reckoned
with reference to notional Customs duties saved on FOR value.

(7) Incentive for earlg EO fu.lf'leent : With a view to accelerating exports, in cases where

Authorisation holder has fulfilled 75% or more of specific export obligation and 100% of
Average Export Obl'Lgat'Lon. till date, if any, in hal.f or less than hal.f the orig'ma.l export
obli.gat'ton per'Lod. speci.fied, remaining export obligation shall be condoned and the
Authorisation redeemed by RA concerned. However no benefit under para 521 of HBP shall
be permitted where incentive for early EO fulfilment has been availed.

(8) Reduced EO for green Technologg Products : For exporters of Green Tech.nol.ogg Products,
Specific EO shall be 75% of EO. There shall be no change in average EO.

(9) Reduced EO for North East Region and Jammu & Kashmir :

For units located in

Arunachal Pradesh, Assam, Man.i.pu.r, Meghal.aga, Mizoram, Nagal.and., Sikkim, Tripura,
Jammu & Kashmir and Ladakh, spec'Lfi.c EO shall be 25% of the EO. There shall be no
change in average EO imposed.
Thus, the export obligation to be fulfilled can be summarised as under:

Case Export Obl.i.ga.t'Lon (EO) Duty Saved
(A Imports under EPCG Scheme Duties, taxes and cess || Actual d.u,tg saved
saved. on capital goods x 6 || amount
(B) Indigenous sourcing of Cap'Lta.l 25% Llesser than that in || Notional Customs duties
good.s Item (A) ie, Duties, taxes || saved on "FOR value”
& cess saved x 45 times
(Q) || For exporters  of  Green [|v In case fall'mg in Item || As a.ppl.'tcable, as per above
Technologg Products (A : 75% of EO in Item
(A Le.Duty saved x 45
times
v In any other case : No
change
(D) || For units located in Arunachal || v In case fa.lling in Item || As appl.icabl.e, as per above
Pradesh, Assam, Ma.n'Lpu.r, (A : 25% of EO in Item
Meghalaga, Mizoram, (A) Le.Duty saved x 15
Nagaland, Sikkim, Tripura, times
Jammu & Kashmir and| v In an other case : No
Ladakh change

(10) Exemption from maintenance of average export obl'tgation :

CA VARDHAMAN DAGA
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(@) In case of export of goods retat'mg to the foltowi.ng, the EPCG Authorisation holder shall
not be required. to maintain average export obllgati.on (L) Handi.crafts, (it) Handlooms,
(lit) Industries covered under Khadi and Vi.ll.age Industries Commission (KVIC) (iv)

Agr'Lcu.Lture (v) Aqu.acu.l.ture ('antu.d.'trtg Fisheries), (vi) Pisciculture, (vil) Animal
husbandrg and Dairying, (viit) Floriculture & Horticulture, (ix) Pou.ttrg, (x) Viticulture,
(xi) Sericulture, (xit) Carpets, (xiit) Coir, and (xiv) Jute

(b) However, this exemption from maintenance of average export obligation shall not be
allowed for import of f'Lsh.i.ng trawlers, boats, sh.'Lps and other similar items.

(c) C_.]ood.s, excepting tools 'meorted. under EPCG scheme bg sectors spec'Lfi.ed. in sub-
paragraph (a) above, shall not be allowed to be transferred. for a per'Lod. of fwe years from
date of imports even in cases where export obligation has been fulfilled.

EOU, EHTP, STP & BTP SCHEMES

provision of EOU/ EHTP/BTP schemes.

Ans: The brief provisions are as under:

() Introduction: EOU, EHTP, STP and BTP stands for Export Oriented Unit (EOU) Scheme,
Electronics Hardware Technologg Park (EHTP) Scheme, Software Technologg Park (STP)
Scheme or Bi.o—Technologg Park (BTP). ULnits u,nd_ertak'm.g to export their entire production.
of good.s and services (except perm'Lss'Lble sales in DTA), may be set up under these schemes
for man.u.factu.re of goods, inclading repair, re—mak'm.g, recorLd.'Lt'LorL'LrLg, re- engineering,
rendering of services, devetopmen.t of software, agricultu.re anluding agro- processing,
aquacu.ttu.re, animal husbandrg, b'Lotechn.ologg, fl.or'tcu.ltare, horticulture, p'Lsc'Lcu.l.ture,
viticulture, poultry and sericulture. Trading units are not covered under these schemes.

(2) Objectives of these schemes are to prom.ote exports, enhance forei.gn exchan.ge earnings, attract
investment for export production and employment generation. EOU/EHTP/STP/BTP units
may export all kinds of goods and services except items that are proh'Lb'Lted. in ITC (HS). An
EOU / EHTP/STP/BTP unit may import and / or procu.re, from DTA or bonded warehouses
in DTA / international exhibition held in India, all types of gooas, requ.'Lred_ for its activities,
without payment of basic customs du.tg, additional dutg (Leviable u/s 3 of the Customs
Tariff Act), IGST and compensation cess. However, procurement of goods covered under ST
from DTA would be on payment of applicable GST and compensation cess. Units can also
import goods including capital goods required for approved activity on a self-certification
basis. Goods imported by a unit shall be with actualuser condition and shall be utilized
for export production.

State Trading regime shall not apply to EOU manufacturing units except for specified
products.

(3) Investment Criteria:

(a) Ontg projects havi.ng a minimum investment of 1 crore in pl.ant & mach'LrLerg shall be
considered for establishment as EOUs. However, this shall not apptg to existing units,
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units in EHTP/STP/BTp, and EOUS in
handi.crafts/ aq ri.culture/floriculture/ aq uaculture/animal husbandrg/ information

tech.nol.ogg, services, brass hardware and handmade jewell.erl_.j sectors.
BoA may allow establishment of EOUs with a lower investment criteria.

(b) Applicat'tons & Approvals/Letter of Permission/Letter of Intent and Legal Llndertaking:
(L) Appllcat'ton and approval :

Application for setting up an EOU shall be considered by Unit Approval Committee
(UWAC)/ Board of Approval (BoA) as the case may be, as detailed in the Hand Book of
Procedure. A detail of administration of EOUs and power of DC is given in HBP.

In case of units under EHTP/ STP schemes, necessary approva[/ permission shall be
granted by officer designated by Ministry of Communication and Information
Technology, Department of Electronics & Information Technology, instead of DC, and
bg Inter-Ministerial Sta.nd.ing Commuittee (IMSC) instead of BOA.

B'Lo—Technologt_,] Parks (BTP) would be not'LfLed. bg DgFT on recommendations of
Department of Bi.otechnol.ogg. In case of units in BTP, necessary approval / permission
under relevant provisions of this chapter will be granted by designated officer of
Department of Biotechnology.

On a.pprova.l., a Letter of Permission (LoP)/ Letter of Intent (LoI) shall be issued bg DC/
designated officer to EOU/ EHTP/ STP/ BTP unit. The validity of LoP/Lol shall be given
in the Hand Book of Procedures.

(it) LoP/ Lol issued deemed to be an Authorisation : LoP/ Lol issued to EOU/ EHTP/
STP/ BTP units bg concerned au.thor'Ltg, subject to compLLance of provision above, would
be construed as an Authorisation for all purposes.

(iil) Pen.a.ltg : Unit shall execute an LUT with DC concerned. Failure to ensure positive NFE
or to abide by any of the terms and conditions of LoP/LoI/IL/LUT shall render the unit
liable to under provisions of the FT (D&R) Act, as amended, and Rules and Orders
made there under, without prejudice to action under any other law/rules and
cancellation or revocation of LoP/LoI/IL.

(2) Net Foreign Excha.nge (NFE) earnings :

(a) Positive NFE : EOU/EHTP/STP/BTP unit shall be a positive net foreign exchange earner.

(b) NFE in block of 5 years : NFE Earnings shall be calculated cu,mu.la.t'welg in blocks of 5

years, starting from commencement of production.

Extension when export is prohibited or restricted : Whenever a unit is unable to achieve NFE due
to proh'Lb'Lti.orL/restr'Lct'Lon i.mposed on export of any produ.ct mentioned in LoP, the fi.ve year block
period for calculation of NFE earnings may be suitably extended by BoA

Extension upto one year due to adverse market conditions etc. : Further, wherever a unit ts unable
to achieve NFE due to adverse market condition or any grounds of genuine hardship having
adverse impact on functioning of the unit, the 5 year block period for calculation of NFE
earnings may be extended by BOA for a period of upto one year, on a case to case basis.
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3) Suppltes to DTA can be counted for positive NFE : Fotlowin.g suppl.'Les effected from EOU/
EHTP/ STP/ BTP units to DTA will be counted for fulfillment of positive NFE. Such supplies
shall not include "marble”, except if such su.ppll_.j of marble is an inter unit su.pplg as
prov'Lded at sub—para (c) below ;-

(a) Suppltes effected in DTA to holders of Advance Authorisation/Advance Authorisation
for annual requirement/ DFIA under duty exemption/ remission scheme/ EPCG schem.e.

(b) Suppltes effected. in DTA against fore'LgrL excha.nge remittance received from overseas.

(c) Suppl.i.es to other EOU/EHTP/STP/BTP/SEZ units, provi.ded that such goods are

permi.ssi.bl.e for procurement in terms of relevant provisions of FTP.

(d) Suppl.ies made to bonded warehouses set up under FTP and/ or under section 65 of
Customs Act and free trade and warehousing zones, where payment is received in foreign
exchange.

(e) Suppl’tes of goods and services to such organizations which are entitled for dutg free
import of such items in terms of general exemption notification issued by MoF as may
be prov'Lded in handbook of procedu.re (HBP).

(f) Suppl.ies of Informati.on Technologg Agreement (ITA-1) items and noti.fied zero du.tt_,]
telecom/ electronics items.

(g) Suppl’tes of items like tags, labels, pr'mted bags, stickers, belts, buttons or hangers to DTA
unit for export.

(h) Supplg of LP(_.] produced in an EOU reftn.erg to Public Sector domestic oil compan.ies for
being supplied to household domestic consumers at subsidized prices under the Public
Distribution System (PDS) Kerosene and Domestic LPg Subsidg Scheme, 2002, subject
to specified conditions.

(4) Entitlement for su.ppli.es from the DTA :

(a) Deemed exports : Supplies from DTA to EOU/ EHTP/ STP/ BTP units will be regarded
as "deemed exports” and DTA supplier shall be eligible for relevant entitlements for
deemed exports, besides disch.arge of export obl'Lgat'Lon., i.f any, on the supplier. The refu.n.d
of GST paid on such supply would be available to the supplier subject to specified
conditions and documentations under GST law.

In addition, EOU/ EHTP/ STP/ BTP units shall be entitled to foll.ow'mg:—

(1) Imported goods are exempt from basic customs du.tg. Further, IGST and GST
compensation cess is exempt.

(iv) Input Tax Credit of gST pa.'Ld on inputs and ca.p'Lta.l goods.

(b) Repl.eni.sh.men.t Authorizations : Supplters of precious and sem.i-precious stones, synthetic
stones and processed pearls from DTA to EOU shall be eligible for grant of
Replenishment Authorizations at rates and for items mentioned in HBP.

(5) Other Entitlements : Other entitlements of EOU/ EHTP/ STP/ BTP units are as under —

(a) Exemption from industrial ltcensi.ng for ma,rw.factu.re of items reserved for micro and
small enterprises.

(b) Export proceeds will be realized within nine months.
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(c) 100% in EEFC account : Units will be allowed to retain 100% of its export earnings in
the Exchange Earners' Foreign Currency (EFFC) account.

(d) No bank guarantee in certain cases : Unit will not be requ.ired to fu.rn.ish bank guarantee
at the time of import or going for job work in DTA, subject to fulfillment of required
conditions.

(e) 100% FDI : 100% FDI investment permitted through. automatic route similar to SEZ
undits.

(6) Export and Import of goods :

A Export :

M ALl goods and services other than prohibited goods can be exported : Such units may
export all kinds of goods and services except items that are prohibited in ITC(HS).

(2) Export through others : Such units may export goods ma.riufactu.red/ softwa.re
developed by it through another exporter or any other EOU/EHTP/STP/SEZ unit
subject to conditions as mentioned in hand book of procedures.

(3) Export of SCOMET ITC(HS) - Conditions to be fulfilled : Export of Special Chem.icals,
Organisms, Materials, Equipment and Techriol.ogies (SCOMET) shall be subject to
fuifiimerit of the conditions indicated in ITC (HS).

BOA may permit export of prohibited items : In respect of an EOU, permission to export a
prohibited item may be considered, by BOA on a case to case basis, provided such raw materials
are imported and there is no procurement of such raw material from DTA

(B) Import : Foiiowing imports are permitted:

(1) Export promotion material upto a maximum value limit of 15% of FOB value of

previous years exports.

(2) ALl types of goods, iriciudirig ca.pita.l goods, required. for its activities, from (i) DTA (iv)

bonded warehouses in DTA/ International exhibition held in India, subject to ‘Actual
User' condition, provided such goods are not prohibited items of import in the ITC (HS)
subject following conditions:

(@) The imports and/or procurement from bonded warehouse in DTA/International
exhibition held in India shall be without payment of basic customs duty. Such imports
and/ or procurements shall be made without payment of integrated tax and GST
compensation cess.

(b) The procurement of goods covered under gST from DTA would be on payment of
applicable GST and compensation cess. The refund of GST paid on such supply from
DTA to EOU would be available to the supplier subject to such conditions and
documentations as specified under GST law.

C_,oods iriciudirig capital goods (on a sel.f—certificatiori bastis) required for a.pproved activity, free
of cost or on loan/ lease from clients, subject to 'Actual User' condition are permitted to be
imported.

(3) Certain specified goods from DTA for creating a central faciiitg, with/without payment of
duty/ taxes as provided in point 2(a) and 2(b) above.
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(4) Second hand ca.p'Lta.l goods, without any age limit, with/without payment of d.utg/ taxes as
provided. in point 2(a) above.

(5) Procurement and export of spares/ components, upto 5% of FOB value of exports, may be
allowed to same consignee/ bul_.jer of the export article, subject to the condition that it shall not
count for NFE and direct tax benefits.

The above indigenous and import procurement can be summarised as under :

Procurement Mode

(L)

(a) Import,

(b) Procure from bonded warehouses in DTA, and

(c) Procure from international exhibition held in India

(it) Procurement from DTA

Duty exemption

Without payment of —

> Basic customs duty

> Additional d.u.tl_.j of Customs (CVD or Special CVD)

> IGST Lleviable u/s 3(7) of Customs Tariff Act, 1975

> GST Compensation Cess Lleviable u/s 3(9) of Customs Tariff Act, 1975,

as per notification issued by the Department of Revenue.

GST payable : Procurement of GST goods from DTA would be on payment of applicable GST
taxes. The refund of GST taxes for supply from DTA to EOU would be available to supplier as
provided under GST rules subject to such conditions and documentations as specified there in
under GST rules.

Excise duty not payable : EOU's can procure excisable goods, falling in Fourth Schedule of
Central Excise Act, from DTA without payment of excise duty.

(7) Leasing of ca.p'Lta.l good.s :

(a) Leasing of capital goods : An EOU/EHTP/STP/BTP unit may, on the basis of a firm
contract between parties, source capi.ta[ goods from a d.omest'Lc/forei.gn leas'mg company
with or without payment of duties/ taxes as provi.d.ed, above, as the case may be in such
a case, EOU/EHTP/STP/BTP unit and domestic/ foreign lea.s'mg company shall jo'mtlg
file documents to enable import/procurement of capital goods.

(b) Sale and lease back transactions : An EOU/EHTP/BTP/STP unit may sell ca.p'Lta.l goods
and lease back the same from a Non Banking Financial Company (NBFC), subject to
the fulfillment of conditions.

(8) Inter Unit Transfer : The provisions of inter unit transfer in case of EOU/EHTP/STP/BTP
units are as under

(1) Transfer of manufa.ctu.red, goods - procedu.re : Transfer of m.a.nufactured goods from one

EOU/EHTP/ STP/BTP unit to another EOU/EHTP/STP/BTP unit is allowed on payment

of applicable GST and compensation cess with prior intimation to concerned Development
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Commuissioners of the transferor and transferee units as well as concerned Customs
authorities, following the prescr'Lbed procedu.re.

(iv) Transfer of cap'Ltal. goods : Cap'Ltal. goods may be transferred or given on loan to other
EOU/EHTP/STP/BTP/SEZ units, with prior intimation to concerned DC and Customs
authorities on payment of applicable GST and compensation cess. Such transferred goods
may also be returned by the second unit to the original unit in case of rejection or for any
reason on payment of applicable GST and compensation cess.

(iil) Suppl.l_.j of goods — Procedure : goods su.ppLi.ed bl_.j one unit of EOU/EHTP/STP/BTP to
another unit shall be on payment of applicable GST and compensation cess following the
prescribed procedure.

(9) Sale of unutilized material : (a) D'Lsposal. of unutilised material : In case an EOU/ EHTP/
STP/ BTP unit is unable to utilize goods and services, imported or procured from DTA it
may be —

(1) transferred. to another EOU/ EHTP/ STP/ BTP/ SEZ unit.

(iv) Disposed of in DTA with intimation to Customs authorities on payment of appl.i.cabl.e duties

and/or taxes and compensation cess. Further, exemption of basic customs duties availed, i.f any,

on the goods, at the time of import will also be pagable and submission of import Authorisation;
or

(iil) exported.

Such transfer from EOU/ EHTP/ STP/ BTP unit to another such unit would be treated as import

for receiving unit.

(b) Di.sposal. of Cathal goods : Cathal goods and spares that have become obsolete/ su.rplus,

may be exported or transferred to SEZ unit, transferred to another EOU/EHTP/STP/BTP/on

payment of applicable GST and compensation cess or disposed of in DTA on payment of
applicable GST and compensation cess and duties of Customs leviable under First Schedule of
the Customs Tar'Lff Act, 1975.

Benefit of depreciation will be available in case of disposal in DTA only when the unit has

achieved positive NFE taking into consideration the depreciation allowed.

In case of Destruction of goods — No duty payable : No duty shall be payable other than the

appli.cable taxes under GST laws in case capi.tal. goods, raw material consumables, spares, goods

manufactured, processed or packaged, and scrap/ waste/remnants/ rejects are destroged within
unit after intimation to Customs authorities or destroyed outside unit with permission of

Customs authorities. Destruction as stated above shall not applg to goLd, silver, plat'mum,

diamond, precious and semiprecious stones.

(c) Di.sposal of packing material : Di.sposal. of used pack'mg material will be allowed on payment

of duty on transaction value.

(10) DTA Sale of Finished Products/ Rejects/ Waste/ Scrap/ Remnants and Bg—products : Entire

production of EOU/EHTP/STP/BTP units shall be exported. However, the following are allowed

as exceptions subject to the conditions specified.

DTA sale of goods :
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(a) (i) DTA sale of f'LrL'Lshed. goods bg units which have achieved positive NFE : Units (other than
gem and jeweLLerl_,] units) will be permi.tted. to sell fi.nished. goods manu.factured bg them which
are freell_.j 'meorta.ble under FTP in DTA, subject to fu.l.f'Ll.ment of positive NFE, on payment of

applicable GST and compensation cess along with reversal** of basic customs duty availed as
exemption, if any on the inputs utilized for the purpose of manufacturing of such finished
goods. **on the basis of SION published by DGFT or norms approved by Norms Committee of
DgFT (when no SION is f'Lxed)

(it) DTA Units to whom sale is not perm'Lss'Lble : No DTA sale shall be permi.ssi.bl.e in respect of,
pepper & pepper prod.ucts, marble and such other not'Lf'Led items as also to units engaged in onlg
packaging. La.bel.lin.g, refrigeration, pulveri.[a.siton etc.

(i) Such DTA sale shall also be subject to refund. of any deemed export benef'Lts availed bg the
EOU/supplier as per FTP, on the goods used for manufacture of the goods cleared into the DTA
(iv) Imported. good.s subject to ADD liable to ADD in case of DTA sale : An amount equal to
Anti Dumping duty u/s 9A of the Customs Tariff Act, 1975 leviable at the time of import, shall
be payable on the goods used for the purpose of manufacture or processing of the goods cleared
into DTA from the unit.

(b) DTA su.ppl.g of services : For services ('mclu,d.ing software units), sale in DTA shall also be
permissible up to 50% of FOB value of exports and/ or 50% of foreign exchange earned, where
payment of such services is received in foreign exchange.

(c) Sale of rejects : Rejects may be sold in. DTA on payment of applicable GST and compensation
cess along with reversal of basic customs duty availed as exemption on inputs on prior
intimation to Customs authorities. Sale of rejects upto 5% of FOB value of exports shall not be
subject to achievement of NFE.

(d) Sale of Scra.p/ waste/ remnants : Scra.p/wa.ste/remna.nts arising out of prod_uction process or
in connection therewith may be sold in DTA, as per SION notified under Duty Exemption
Scheme, on payment of appl'Lcabl.e duties and/ or taxes and compensation. cess. Such sales of
scrap/waste/remnants shall not be subject to achievement of positive NFE. Scrap / waste /
remnants may also be exported. No duties on destruction : There shall be no duties/ taxes on
scrap/ waste/ remnants, in case same are destroged with permission of Customs authorities. The
expression "no duties/ taxes" shall not include applicable taxes and cess under the GST laws.
(e) Sale of bg products : Bg-products may also be sold in DTA subject to achievement of positive
NFE, on payment of applicable GST and compensation cess along with reversal of basic customs
duty availed as exemption on inputs.

(f) Sale of by products : By-products may also be sold in DTA subject to achievement of positive
NFE, on payment of appli.cable GsT and compensation cess along with reversal of basic customs
duty availed as exemption on inputs.

(f) Software and hardware - Separate requirement : In case of units manufacturing electronics
hardware and software, NFE and DTA sale entitlement shall be reckoned separately for
hardware and software.
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(g) In case of new EOUs, advance DTA sale will be allowed not exceed.'mg 50% of its estimated

exports for first year, except pharmaceu.ti.ca.l units where this will be based on its estimated
exports for first two years.

(h) Procurement of spares/components, up to 2% of the value of manufactu.red. articles, cleared
into DTA, during the preceding year, may be allowed for supply to the same consignee / buyer
for the purpose of after-sale-service. The same can be cleared in DTA on payment of applicable
GST and compensation cess along with reversal of basic customs duty availed as exemption on
Lnputs.

(L) Export throu.gh other exporter : An. EOU/ EHTP/ STP/ BTP unit may export goods
manufactured/ software developed by it through another exporter or any other EOU/ EHTP/
STP/ SEZ unit subject to specified conditions

1) Export through Exhibitions/ Export Promotion Tours/ Showrooms Abroad /Dutg Free Shops :
EOU / EHTP/ STP / BTP are permitted to -

(a) Export goods for h.ol.d.i.ng/ participating in Exhibitions abroad with permission of DC/
Designated officer.

(b) Personal carriage of gold/si.lver/pl.atinum jewell.erl_.j, precious, semi-precious stones, beads and
articles.

(c) Export good.s for d.'Lspl.ag/ sale in perm'Ltted. shops set up abroad.

(d) D'Lspl.ag/sell. in perm'Ltted. shops set up abroad, or in showrooms of their d.'Lstr'Lbutors/agents.

(e) Set up showrooms/retail outlets at International Airports.

(12) Other provisions rel.ating to EOU scheme.

(a) Exit from EOU Schem.e : With approval of DC, an EOU. may opt out of scheme. Such exit
shall be subject to payment of applicable IGST/ CGST/ SGST/ UTGST and compensation cess,
if any, and industrial policy in force. If unit has not achieved obligations, it shall also be liable
to penalty at the time of exit.

(b) Conversion : Existing DTA units may also applg for conversion into an EOU/ EHTP/ STP/
BTP unit. Existing EHTP/STP units, who have applied for con.version/m.erger to EOU unit and
viceversa, can avail exemptions in duties and taxes as applicable. Appl'tcat'LorLs for conversion
into an EOU/EHTP/STP/BTP unit from existing DTA units, hav'mg an investment of z 50
crores and above in plant and mach'merg or exporting z 50 crores and above annuallg, shall
be placed before BOA for a decision.

3437 DEEMED EXPORTS

(1) Deemed Exports :

(a) Deemed Exports for FTP : "Deemed Exports” for the purpose of this FTP refer to those
transactions in which goods su.ppli.ed do not leave country, and payment for such suppl'Les is
received either in Indian rupees or in free foreign exchange. Supply of goods as specified below
shall be regarded as "Deemed Exports” provided goods are manufactured in India.

(b) Deemed Exports for gST : "Deemed Exports" for the purpose of C_;ST would include only the
suppl.'Les not'Lf'Led under Section 147 of the CgST/SgST Act, on the recommendations of the C_;ST
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Council. The benefits of GST and conditions applicable for such benefits would be as specified
btj the GsT Council and as per relevant rules and notification.
(2) Objective of deemed exports : The objective of deemed exports is to ensure that the domestic

suppliers are not in disadvantageous position vis-a-vis foreign suppliers in terms of the fiscal
concessions. The underlying theory is that foreign exchange saved must be treated at par with
foreign exchange earned by placing Indian manufacturers on par with foreign suppliers. Besides
this the objective is to provide a level-playing field to domestic manufacturers in certain specified
cases, as may be decided bg the Government from. time to time.

(3) Areas of deemed exports : Deemed exports broadll_.j cover three areas.

(a) SuppL'Les to domestic entities who can import their requirements du.tg free or at reduced rates
of duty.

(b) Supplies to projects or purposes that involve international competitive bidding. (c) Suppl.i.es to
infrastructure projects of national importance.

4) Categories of Su.ppl.'Les [Para 7.02 of pollcg] : Suppl.lj of good.s under foll.ow'm.g categories bg a

manufacturer and bl_.j main/sub-contractors shall be regarded. as "Deemed Exports”:

DEEMED EXPORTS

37.  White short notes on: "Deemed Exports" with. reference to Foreign Trade Policy. (4

Marks, Nov. 2015)
Ans: The relevant provisions are as under —

(1) Deemed Exports :

(a) Deemed Exports for FTP : "Deemed Exports" for the purpose of this FTP refer to those
transactions in which good.s su.pplied do not leave country, and payment for such su.pplies
is received either in Indian rupees or in free foreign exchange. Supply of goods as specified
below shall be regarded as "Deemed Exports” provided goods are manufactured in India.

(b) Deemed Exports for GST : "Deemed Exports" for the purpose of GST would include only the
supp[ies rLot'Lf'Led under Section 147 of the CgST/SgST Act, on the recommendations of the
GST Council. The benefits of GST and conditions applicable for such benefits would be as
specified by the GST Council and as per relevant rules and notification.

(2) Objective of deemed exports : The objective of deemed exports is to ensure that the domestic
suppliers are not in disadvantageous position vis-a-vis foreign suppliers in terms of the
fiscal concessions. The underlying theory is that foreign exchange saved must be treated at

par with foreign exchange earned by placing Indian manufacturers on par with foreign
suppliers. Besides this the objective is to provide a level-playing field to domestic
manufacturers in certain spec'Lf'Led cases, as may be decided bg the Government from. tim.e
to time.
(3) Areas of deemed exports : Deemed exports broa.d.lg cover three areas.
a) Su.ppl.'Les to domestic entities who can import their requirements d.u.tg free or at reduced
rates of duty.
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b) Supplies to projects or purposes that involve international competitive bidd'mg.
¢ Su.ppl'Les to infrastructure projects of national importance.

(4) Categories of Suppl’tes [Para 7.02 of pol.'ch] : Supplg of good.s under foll.ow'mg categories bg

a manu.factu.rer and bg main/sub-contractors shall be regarded as "Deemed Exports":
Ca.tegor'tes of supplles considered as 'Deemed Export'

Supplg bg manufacturer

Supplg bg main/sub-contractors(s)

Suppl.g of good.s against Advance
Authorisation/ Advance Authorisation for

Annual Requ.i.rement/ DFIA

Supply of goods to projects or turnkey contracts
financed by multilateral or bilateral agencies/
Funds notified by Department of Econom.ic
Affairs (DEA), under International Competitive
Bidding.

Supplg of good.s to units located in EOU/
STP/BTP/EHTP

Supply of goods to any project where import is
permi.tted. at zero customs d.u.tl_.j as per customs
Noti.f'Lcat'Lon. No. 50/2017-Cus, dated 30-06-
2017 supply  is
International Competitive Bidding

and made aga'mst

Su.ppll_.j of capi.ta.l goods against EPCg

authorization

Supply of goods to mega power projects against
International Competitive Bi.d.di.ng (even Lf
customs duty on imports made by such project
is not zero). The ICB proced.ures should be
followed. Supplier is eligible for benefits as
specified. International Competitive Bidding
(ICB) is not man.d.atorlj for mega power projects
if requisite quantum of power has been tied up
through tariff based competitive bidding or if
project has been awarded through tariff based
competitive bidding

Su.pplg of goods to UN or international
organisations for their off'Lc'La.l use or supplied_ to
projects financed by them.

Supply of goods to nuclear projects through
competitive bidding (need not be international
competitive bidding).

Ex

lain the benefits available in case of deemed exports.

Ans- Ben.ef'Lts for deemed exports : Deemed Exports shall be eL'Lg'Lble for any or all of the follow'mg

benefits in respect of manufacture and supply of goods qualifying as deemed exports subject to

conditions as given in HBP and ANF-7A-

a) Advance Authorisation/ Advance Authorisation for Annual requ'trement/ DFIA;
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b) Deemed Export Drawback for BCD.
Deemed exports — Other provisions :

(1) Refu.nd of drawback : Refu.nd of drawback on the inputs used in manufacture and supplg
under the said category can be claimed on 'All Industry Rate' of Duty Drawback Schedule
notified by Department of Revenue from time to time provided no CENVAT credit has been
availed by supplier of goods on excisable inputs or on Brand Rate Basis' upon submission
of documents evidencing actual payment of basic customs duties.

(2) Common conditions for deemed export benef'Lts :

v Supplies must be to specified entity : Supplies shall be made directly to entities listed above.
Third party supply shall not be eligible for benefits/ exemption.

v Subcontractor may make supplies to main contractors : In all cases, supplies shall be made
directly to the designated Projects/Agencies/Units/ Advance Authorisation/ EPCG
Authorisation holder. Sub-contractors may, however, make supplies to main contractor
instead of supplying directly to designated Projects/ Agencies. Payments in such cases shall
be made to subcontractor by main-contractor and not by project Authority.

v Indian subcontractor may supply to Indian/ Foreign main contractor directly at project site
- Name of sub-contractor must be indicated in main contract : Supply of domestically
manufactured goods by an Indian Sub-contractor to any Indian or foreign main
contractor, directly at the designated project's/ Agencyss site, shall also be eligible for deemed
export benefit provided name of sub-contractor is indicated either originally or subsequently
(but before the date of supplg of such good.s) in the main contract. In such cases payment
shall be made directly to sub-contractor by the Project Authority.

PROMOTING CROSS BORDER TRADE IN DIGITAL ECONOM

39. Explain the provisions relating to Promoting Cross Border Trade in Digital

Economy.
Ans: The relevant provisions are discussed as under -
(1) Objective : The objective of this chapter is to provide a framework for cross-border trade of

goods and services from India in the digital economy and the promotion of e-Commerce
and other emerging channels of exports from India.

(2) E-Commerce exports of goods : Export of goods where sel.l.i,ng is through the internet on an
eCommerce platform, the payment for which shall be done throu.gh international credit or
debit cards, or other authorised electronic payment channels and as spec'Lf'Led_ bg the RBI
from time to time.

(3) E-Commerce exports of services : Exports of services where sel.l.'mg is throu.gh the internet on
an e-Commerce pl.a.tform, the payment for which shall be done through international credit
or debit cards, or other authorised electronic payment channels and as spec'Lf'Led. bg the RBI
from time to time.
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(4) E-Commerce platform : E-Commerce pla.tform is an electronic pla.tform, 'anlud.i.ng a web-
porta.l., that enables the commercial process of bu.l_.j'm.g and sell.i.ng through. the internet.

(5) E-Commerce export logi.sti.cs prov'uier : Any service prov'Ld.er who prov'Ld.es logistics services
towards exports of goods or services for e-Commerce Exports.

(6) Export throu.gh courier serv'Lce/post : Exports throu.gh a reg'Lstered. courler serv'Lce/Forei.gn Post
Off'Lce is perm'Ltted as per Not'Lf'Lca.ti.on(s) issued under Customs Act, 1962. However,
exportability of such items shall be requlated in accordance with FTP/Export Policy in
ITC(HS) as noti.f'Led.. The value limit for exports th.rou.gh. courter service shall be 210,000,000
per consignment.

(7) FOREIGN TRADE POLICY

Import through Courier Service/Post :

i) Imports through a reg'Lstered. courler service or Post are permitted. as per Not'Lf'Lca.ti.on(s)
issued under the Customs Act, 1962. However, importability of such items shall be
regu.l.a.ted in accordance with FTP and the ITC(HS) based Import Pol.'tcg as notified..

i) Exports by courier mode of precious Metal Jewellery through E-commerce and re-import
of such export sh.'meen.ts returned bg the buger shall be allowed as per the Not'Lf'Lca.t'Lon(s)
issued and procedures prescribed under the Customs Act, 1962.

40. What steps have been taken promotion of E-commerce exports.

Ans: The following steps have been taken for promotion of E-commerce exports —
1) Hand.h.oldi.n.g and outreach to promote e-Commerce Exports:

() The Niryat Bandhu Scheme (NBS) as defined under Chapter 1 of the Policy shall have
a component for the promotion of e-Commerce and other emerging channels of exports.
Under the given NBS component, DGFT shall organise outreach activities/workshops in
partnership with Customs Authorities, Department of Post, Industry Partners' and
‘Know[edge Partners' for promotion of e-Commerce exports. Besides outreach/ workshops,
specific focus may be on creation of electronic content as well.

(ii) In addition to increasing awareness on e-Commerce related rules and processes, actions
may be undertaken under the said NBS component for capacity building and skill
developmen.t for promotion of e-Commerce exports, in pa.rtnersh.'tp with Customs
Authorities, Department of Post, ‘Indu.strg Partners' or the ‘Knowledge Partners'.

(2) E-commerce Export Hubs (ECEHs) :

(i) Objective of E-Commerce Export Hubs : The objective is to establish designated areas as
E-Commerce Export Hubs (herea.fter called "ECEH"), which would act as a centre for
favourable business infrastructure and facilities for Cross Border E-Commerce activities.

(it) Creation of ECEH : The ECEH shall ord.i.nari.l.g be setup through private initiative. It
may also be setup in Public-Private- Partnership (PPP) mode in partnership with the
State governments/Central government. Request for approval of an. ECEH proposed shall
be subm.itted to the notified commuittee to be constituted by DGFT. Existing facility with
the required infrastructure may also apply to be designated as ECEH.
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(iit) Nature of ECEH Operations :
a) ECEH will function to achieve agglomeration. benefits for e-commerce exporters. The
ECEH may provide for storage ('mcl.uding cold storage fa.c'Ll'Lt'Les), packag'mg, labell'mg,

certification & testing and other common facilities for the purposes of export.

b) The ECEH shall also prov'Ld.e for dedicated logi.st'Lcs Lnfrastructure for connecting to
and leverag'mg the services of the nearest Logistics hub(s).

¢ All good.s, anluding SCOMET and Restricted good.s (subject to suitable compliance
of regu.[a.t'LorLs and conditions) and except goods which are prohibited. or otherwise
disallowed, may be handled at ECEH.

d) Capital goods brought to a ECEH shall be utilized only for activities as mentioned
above on payment of the duties and taxes, as applicable, in terms of extant laws.

(iv) Entitlement under ECEHs : ECEH may be provid.ed f'Ln.anc'Lal assistance under MAI
scheme, for e-Commerce export promotion projects for marketing, capacity building and
technological. services such as imaging, catalogu.'Ln.g, prod.u.ct video creation of e-
Commerce Goods.

(3) Dak Niryat Kendras : Dak Ghar Niryat Kendras shall be operationalised throughout the
country to work in a hub—an.d.—spoke model with Foreign Post Off'Lces (FPOs) to fa.c'Ll'Ltate
cross-border eCommerce and to enable artisans, weavers, craftsmen, MSMEs in the
hinterland and land-locked regions to reach international markets.

PENALTIES

provisions with reference to foreign trade .
Ans: In case any exporter or importer in the country violates any provision of the Foreign Trade
Policy or for that matter any other law in force, like Central Excise or Customs or Foreign
Exchange, his IEC number can be cancelled by the office of DGFT and thereupon that exporter
or importer would not be able to transact any business in export or import. The premises where

any violation of the provisions of FTP has taken place or is expected to take place can be searched
and the suspicious material seized.

Violations would cover situations when import or export has been made by unauthorized
persons who are not legally allowed to carry out import or export or when any person carries
out or admits to carry out any import or export in contravention of the basic FTP.

Note
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