Chapter 4

Sections Descriptions Descriptions Descriptions
Do you want 14(1 Transaction Value of Imported
y 2(1)(d) | Identical Good 2(1)(a) | Goods of like kind and quality
GOOdS&EX ort GOOdS entical Goods a 000s Of like KIna ana quall
to remember E 2(1)(f) | Similar Goods 2(2) | Related

Proviso 14(1) | Relevant Date for Exchange Rate

Determination of method of valuation
Determination of export value by comparison
Computed value method

Residual Method

Declaration by the exporter

Sections or _ 22) |Related
Rules ? 14(2) Tariff Value 3 Determination of the method of valuation -
' 14(3) Exchange Rate by CBIC Transaction Value

Transaction value of identical goods
TECHNICAL TERMS RELATING TO VALUE IN THE COURSE |5 Transaction value of similar goods
OF IMPORT OREXPORT:

0 N o v AW

1) Ex-Factory Price=price at factory gate.. It includes cost of |8 Determination of value where value cannot be Rejection of declared value
production and manufacturer's margin of profit. determined under rules 3,4 and 5

2) F.A.S ( Free Alongside)=lt includes ex- factory +local freight + 7 Deductive Value
local taxes.

3) F.O.B. (Free on Board)= FAS + loading charges + exportduty |8 Computed Value
Cess. 9 Residual Method

4)C.L.F. (Cost Insurance Freight)=It is the cost at which the ; . ” :
goods are delivered at the Indian port. It covers cost of 10 Cost and services - Adjustment in Transaction

goods. Some times thereis referred as CFC also. Value
1 Declaration by the importer
12 Rejection of declared value

e , .
Don’t wait for the perfect moment,

take the moment and make it perfect...
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VALUATION
| PRICING SYSTEM IN INTERNATIONAL MARKET

v
Sec. 14(1) Transaction Value Sec. 14(2) Tariff Value
Imrted Goods Exrted Goods
\ 4 A4

1) The Board fixes tariff

The value of imported goods shall be Value of export goods shall be the transaction value for class of FAS+loading charges F0B

transaction value of such goods that is to say: value of such goods i.e. to say: imported or export goods. usa  texportduty {Free on Board) JN

- Price actually paid or payable for goods - Price actually paid or payable for goods 2) Tariff value is determined Exporter 2N 4
when sold for export to India. when sold for export from India. based on the trend of the CLF

- for delivery at the time and place of - For delivery at the time and place of international market = ¥ % .,_1 LS
importation. exportation. value of similar goods. i N ! il FOB+freight

- Where buyer and seller of goods are not - Where buyer and seller of the goods are not 3) Once fixed, the duty is RRE T ——
itz i, chargeable based on the |~ Ex-Factory o

- Price is sole consideration for sale. - Price is sole consideration for sale. tariff value only. Price (Free Alongside)

- Subjggt to such other cond.itionls as - lSubject to such other conditions as specified = ex-factory+local freight
specified in the rule made in this behalf. in the rules. + local taxes

CUSTOM VALUATION (DETERMlNATlON OFPRICE OF IMPORTED GOODS) RULE, 2007
Rule 3 '
JRule3

T.V of imported shall be accepted subject to following conditions.
a) | The Buyer is not subject to any restriction regarding use or disposal except as provided in Indian law.

Subject to Rule 12 the value of imported goods shall be the transaction value adjusted in
accordance with Prov. of Rule 10

)
b) | There is no condition regarding resale except the geographical area of resale.
c) | There is no restriction which substantially affects the value of goods.
Adjustment in T.V. (Refer next page) d) | On resale, the seller is not entitled for any part of subsequent resale.
| RULE 2(2) Related | e) | The sale or price is not subject to some condition or consideration for which a value cannot be
Forthe purpose of these rules, persons shall be deemed to be “related” only if - determined in respect of the goods being valued.
i) | they are officers or directors of one another's businesses; f) | The buyer and seller are not RELATED.
ii) | they are legally recognized partnersin business; Provided that where the buyer and seller are related, that transaction value is acceptable for customs
iii)| they are employer and employee; purposes under the provisions of SUB - RULE (3) below.
iv) any person directly or indirectly owns, controls or holds 5 per cent or more of the outstanding « '
voting stock or shares of both of them;
v)| one of them directly orindirectly controls the other; TRANSACTION VALUE ACCEPTABLE EVEN THOUGH BUYER AND SELLER ARE RELATED
i) | bothofthemare directly orindirectly controlled by a third person; I . 1
ii) | togetherthey directly orindirectly control a third person; The examination of circumstances  Where Importer demonstrate that his declared value is approx equal to:
iii) | they are members of the same family. of sale of imported goods indicated - TV of Identical goods or similar goods.
Explanation: sole agent/ distributor shall be treated as related only if they are covered withinany | that the relationship does not -Deductive value of IG/SG.
criteria of this sub-rule InvEnes s Pz -Computed value of IG/SG.
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CUSTOMS VALUATION - DIFFERENT APPROACHES FOR CALCULATION OF A.V.

v
Whenever Exfactory price is given or FAS/FOB is given FOB Price Is given in the Question
& we can derived Exfactory by backward calculation
. il
Take Exfictory Price
* Rule 10(2) cost Rule 10(2) cost
Rule 10(2) cost is Ascertainable Rule 10(2) cost is Not Ascertainable Ascertainable Not Ascertainable

v

v
Vessel/Vechicle Air Craft Vessel/Vechicle Air Craft

(Add Actual COT & COI) (Add COT - Actual or 20%of (Add COT - 20% of Adj.FOB
* Adj.FOB WIL.& COI- Actual) COI- 1.125% of Adj. FOB) ¢ ¢
Ex factory price XXX ExTach X FOB — FOB —_—
x factory FOB
*+ Transport at load port XX + Rule 10(1) cost XX Ex factory X + Rule 10(1) cost XX + Rule 10(1) cost XX ° o
f?_ich Toad oort XXX + Rule 10(2) cost +Rule 10(1) cost XX Adjusted FOB XXX Adjusted FOB XXX + Rule 10(1)
'L at load po XX (a) COT (WN) XX +Rule 10(2) cost + Rule 10(2) cost + Rule 10(2) cost Adj FOB X
Xxx (b) COI (Actual) XX COT(foreign port to 9 i XXX
+ Rule 10(1) cost XX Assessable Value XXX (a) COT (WN) aa Q:;L:sa : India() ne X Eg; f)zro/c:&f ali\s\ll.lL) XX * Rule 10(2)
Adjusted FOB xxx | WN - Rule 10(2)(a) Adjustment Steps  |(2) CO1(WN) XX COI (foreign portto | () 20% of Adj. FOB XX
+Rule 10(2) cost A) First find out the actual Assessable Value XXX 5 I'L‘:'azl I COl (Actual) x (b) 1.125% of Adj. FOB | Xx
COTi(foreign port to Indi 10(2)(@) cost incurred WN - Rule 10(2)(a) /(b) Adjustment St = <= |Assessable Value X
Actual|COT(foreign port to India) | xx B) Max 20% Adi FOB ule 10(2)(a) /(b) Adjustment Steps - - Assessable Value XXX
Basis |COI (foreign port to India) | xx ) Max 20% Adj. Exfactory o Note :- If we add COT as 20% of Adj.
A ble Val XXX Ex factory Xxx FOB it leads to double addition of
ssessable Yalue + Transport at load port | xx * Transport at load port | xx a) Transport at load port
+LC/HC at load port XX + LC/HC at load port XX b) LCHC at load port which is already v
FOB XXX —_— covered in FOBPrice. Air Craft
FOB
+ Rule 10(1) XX
Adj. FOB XXX + Rule 10(1) XX + *
20% of Adj. FOB XXX Adj. FOB XXX CIF Price is given in question Since CIF price is given thus all cost
. ) coT of 10(2)(a)/(b) are already included
C) Airfreight A or B whichever [ 20% of Adj. FOB [xxx | Determine FOB price by Backward
is lower col v calculation
[ 1125% of Adi.FOB [xxx | . CIF Price XxX
Vessel/Vehicle (-) Air Freight(Actual) (xx)
$ (-) Insurance (Actual) (xx)
CIF Price XXX FOB price XXX
) +Rule 10(1) Adj. XX
+Rule 10(1) adj. | xx Adj- FOB —
Assessable Value | xxx +Rule 10(2) Adj.
(a) Air Freight
Actual on  20% of
Adj FOB XX
whichever is lower
(b) Insurance XX
Assessable Value XXX
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SEC:19 DETERMINATIONS OF DUTY WHERE GOODS
CONSIST OF ARTICLES LIABLE TO DIFFERENT RATES OF DUTY

Where goods consist of set of articles, Duty shall be calculated as follows,

1) Duty Based on Quantity :- Each article is charged duty based on its respective rate per unit (e.g.,
perkg).
2) Duty Based on Value
a)lf all articles have the same duty rate: The entire setis charged at that single rate
b) If articles have different duty rates:
< The entire setis charged at the highest rate, even if some articles are exempt or have a lower
rate orNIL rate.
Eg: Shaving kit consist of different products like Shaving Cream (Duty rate 10%), Shaving
Brush (Duty rate 5%) & others (duty rate 5%) then entire shaving kit is taxable @ 10%.
< Exception: Butif the importer produces evidence to the satisfaction of the PO regarding the
value of any of the articles liable to different rates of duty, such article shall be chargeable to
duty separately atthe rate applicable to it.

Duty on Accessories with Main Equipment

2 Accessories, parts, orimplements are charged at the same rate as the main equipment if:
< They are compulsorily supplied with the main article &

2 They are not separately charged, meaning their cost is included in the price of the main
equipment.

Social welfare surcharge:

1)Objective:Goods imported into India to provide and finance education, health social
securities.

2)Rate: 10% on aggregate of duties, taxes and cess levied u/s 12 of the Custom Act, 1962, but
notincluding SGD,CVD andACD. (i.e. 10% onlyon BCD)
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