CUSTOMS ACT, 1962 PART 1
Basis

Customs duty is an indirect tax and it is levied on import into India and export out of

India, as per entry list No. 83 List I of Indian Constitution.
Purpose of Customs Act, 1962 is

 To Regulate imports and exports
 To Protect Indian industry from dumping
 To collect revenue of customs duty.

Customs Tariff Act, 1975 (CTA)
 Consists of Two schedules

Schedule 1 gives classification and rate of duties for imports,

Schedule 2 gives classification and rates of duties for exports.

In addition, the CTA makes certain provisions for levy of duties like additional duty

(CVD), preferential duty, anti-dumping duty, protective duties etc
Similarities in excise and customs

Both are central Acts, Derive from the constitution

Both are the perform under C B E C

Organizational hierarchy is same from top to AC/DC

Both tariffs are based on HSN and Classification rules are same.

Principle of determining Assessable value (Transaction value) are same

 Provisions of Refunds, demand, exemption from duty, search, confiscation, authority for advance ruling, settlement commission, Appeals are same
Important definition
India

Includes territorial water of India (upto 12 NM), now because of Maritime Zone Act, we will read India upto EEZ

Indian custom waters

Means the water extending into the sea upto the limit of continuous Zone of India (CZI) (upto 24 NM)
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Significance and importance of ‘Indian Customs Waters'

 Customs officer has power to arrest a person in India or within Indian customs waters.

 To stop and search any vessel in India or within the Indian Customs waters.

 If such vessel does not stop, it can be/confiscated/ fired upon.
Exclusive economic zone'

Area extends to 200 nautical miles from the base line.

In this zone, the coastal State has exclusive rights to exploit it for economic purposes like constructing artificial islands (for oil exploration, power generation etc.),

 Fishing, mineral resources and scientific research

 Beyond 200 nautical miles, the area is ‘High Seas', where all countries have equal rights.

 These high seas are reserved for peaceful purposes.
Import

Means bringing into India (goods) from a place outside India

Section 5 of CST, 1956: when a sale or purchase of goods said to be in the course of import
IF SALE or PURCHASE either

· Occasions such import ie first sale/purchase and then movement into India OR

· Is effected by transfer of documents of title to the goods before goods have crossed custom frontiers of India (ie before getting cleared)
Custom frontier of India: crossing the limits of custom area (custom station/warehouse) in which imported goods or export goods are kept before clearance by custom authorities
	Sale of goods after clearance of goods
	Sale of goods before clearance by transfer of documents

	· CIF = 50 cr and import duty @10%
· Import duty will be paid ie 5cr
· And then VAT will be paid on selling price of (52 cr + 5 cr)
	· On 52 cr import duty will be paid 
· No VAT will be paid


Taxable event for purpose of import
· KIRAN SPINNING MILLS: taxable event occurs when imported goods cross the custom barrier/custom frontier and not on the date when goods entered the TWI or when goods landed in India.
· The taxable event is the day of crossing of customs barrier
· GARDEN SILK MILLS: import of goods would commence when the same cross EEZ and is completed when goods become part of mass of goods within the country. The taxable event being reached at the time when goods reach custom barriers and BILL of ENTRY FOR HOME CONSUMPTION is filed
Taxable event in case of ware house goods

 In case of warehoused goods, the goods continue to be in customs bond.

'Import' takes place only when goods are cleared from the warehouse.

Where it was held that taxable event occurs when goods cross customs barrier and not when goods land in India or enter territorial waters.
Thus anti dumping duty notified after landing of the goods is leviable at the time of clearance from customs as the import is completed only when the goods are to cross the customs barrier and that is the time when the import duty has to be paid and not on the date when goods landed in India

Imported goods
Means any goods brought into India from the place outside India but does not include goods which have been cleared for home consumption (HC)
Importer
Importer in relation to any goods at any time between their importation and the time when they are cleared for HC, includes 
· Any owner OR

· Any person holding himself out to be importer

· Any person filing B/E is the one declaring himself to be importer of goods
· Mr. x of US has appointed Mr. y of India as his commission agent and has sent certain goods to him which are to be sold by Y in return of commission and repatriate the net sale proceeds to X. Y is not the owner as he simply acting as commission agent for X but by filing B/E he has declared himself to be an importer. Y is an importer
· A purchased goods from B of US. Goods were dispatched but before clearance A sold goods to C and C got goods cleared and filed B/E. C is the owner and by filing B/E became an importer
Export
Means taking out of India (a place in high seas) to a place outside India
SUN INDUSTRIES
· The goods reached a place in high seas which is outside India and title of goods also passed to purchaser

· It is true that the goods did not land in any place and returned mid way due to defect in ship

· But expression taking outside India, would also mean high seas as per international trade norms

· Thus in our opinion, there was a export

· The fact that the ship brought back to India because of damages in the ship does not affect the position

·   Thus exporter can claim duty drawback (DBK)
Taxable event for exports

export commences when goods cross customs barrier,

export is completed only when it crosses territorial waters
Taxable event' occurs only when goods cross territorial waters.
Export Goods 

Any goods, which are to be taken out of India to a place outside India &

Goods brought near customs area for export purpose.
Exporter
Exporter in relation to any time between their entry for export and the time they are exported and includes
· any owner or

· any person holding himself out to be an exporter

Conveyance 
Includes vessel, aircraft and vehicle
Person in charge (PIC)
In relation to
	Vessel
	Master of vessel

	Aircraft
	Pilot in charge

	Railway train
	Conductor/guard

	Any other conveyance
	Driver/any other PIC


Foreign-going vessel or aircraft

Vessel/Aircraft engaged in the carriage of goods or passengers between (to and fro) any port or airport in India and outside India, whether touching any intermediate port or airport in India or not, and includes—

Any naval vessel of a foreign Government taking part in any naval exercises;

Any vessel engaged in fishing/ other operations (oil exploration) outside the territorial waters of India;

Any vessel or aircraft proceeding (only going) to a place outside India for any purpose whatsoever;
	
	Whether FGA/V

	Aircraft (passenger) Mumbai to Dubai
	Yes

	Aircraft (passenger) Dubai to Mumbai
	Yes

	Aircraft (goods) Mumbai – Delhi – Dubai 
	Yes

	Vessel of ONGC engaged in oil exploration outside TWI
	Yes

	Vessel not carrying goods/ passengers

Going out of India

Coming to India
	Yes

No

	Naval vessel of Indian govt doing exercise in TWI
	No


Significance of concept of FGV/A
· under excise supply of store to FGVA is treated as export entitling the supplier to related export benefits (rule 18/19 of CER)

· under custom, it is treated as export and thus supplier shall be entitled to benefit of DBK

Goods

'Goods' includes

vessels,

aircrafts

vehicles

Stores,

baggage,

currency

negotiable instruments and

Any other kind of movable property
The duty is payable on goods belonging to government also
· the vessel/aircraft/vehicles could come within the definition of goods but not if used as conveyance
· stores mean goods for use in a vessel/aircraft/vehicle and includes fuel and spare parts
· Baggage to include unaccompanied baggage but exclude motor vehicle, in simple words baggage means personal effects. Baggage upto certain limit has been exempted from payment of custom duty
· Paper money is free of duty
Coastal goods
Means goods other than imported goods, transported in a vessel from one port of India to another port of India

Prohibited area
Goods will be treated as prohibited goods under any of the following 2 situations
a) The import of which is prohibited absolutely (unconditionally)
b) The import of which is subject to conditions and those conditions are not fulfilled
Import/export of prohibited goods will render them liable for confiscation and criminal proceedings will be initiated against concerned person
Custom area
 CA = Custom station + warehouse
Custom station 

CS = Custom port + ICD + Custom airport + Land CS
Dutiable Goods 

Any goods which are chargeable to duty and on which duty has not been paid
Goods continue to be 'dutiable' till they are not cleared from the port.

Once goods are assessed at 'Nil' rate of duty, they no more remain 'dutiable goods.
ABAN LOYD OFFSHORE LTD
Facts

· Oil rig located outside TWI but within EEZ
· Stores imported by @ and warehoused

· Subsequently their clearance for use in the rig was sought without payment of duty considering it FGV

Issue

· Whether oil rig shall be deemed to be in Indian territory and not a FGV and thus stores shall be liable to import duty
Decision: YES
· Under Maritime Zone Act, territory of India can be extended upto 200NM thus territorial jurisdiction of India extend to 200NM and therefore oil rig to be considered within India and oil rig would not be FGV

· In a given case as the goods were being taken to a territory which would deemed to be part of territory of India though goods have left territorial waters, the same would be liable to custom duty 

· Outside the territorial waters of India shall be interpreted as outside the territory of India

DUTY LIABILITY IN CERTAIN SPECIAL CIRCUMSTANCES
Re-importation of goods (Sec 20) (exported - imported)
If goods are imported into India after exportation there from,

such goods shall be liable to duty and be subject to all the conditions and restrictions, if any,

Which goods of the like kind and value are liable or subject, on the importation thereof.
Goods manufactured/produced in India which were exported earlier and thereafter re imported are treated at par with other goods, which are simply imported into India
CG has issued following exemptions in this regard

· Goods exported in normal course – now re imported: where exporter availed export incentives in nature if DBK/ rebate under CEA/export without payment of duty, then amount of ID payable would be restricted to the amount of incentive availed earlier
· Goods exported for repair abroad – now re imported: the ID on re importation will be restricted to the COST OF REPAIRS DONE ABROAD subject to following conditions
· Re imported within 3 years (extended to 5)

· No change in their identity have taken place outside

· Goods exported – now re imported for repairs in India: no ID will be levied provided
· Re importation within 3 years from export
· Must be re exported after repair within 6 months (1 yr)

Goods derelict, wreck etc (sec 21)
All goods, derelict, jetsam, flotsam and wreck
· Brought or coming into India

· Shall be dealt with as if they are imported into India

Unless shown to satisfaction of PO that they are entitled to be admitted duty free

	DERELICT
	A vessel or goods abandoned at sea by those in charge without hope of recovering or intention of returning to it (test is intention and expectation of master and crew at the time of quitting)

	JETSAM
	Thrown out of ship to light it to save from sinking, in an emergency

	FLOTSAM
	Goods thrown out ie jettisoned, which are floating in the sea are called flotsam

	WRECK
	Cargo or ship which are cast ashore by the tides after ship wreck


Section 21 imposes custom duty on above four 
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