SECTION C- CUSTOMS

CONTENTS
CHAPTER 1 - BASIC CONCEPTS
1.1 INEFOAUCTION .. et e e 1.1
1.2 CoNStItUtioNal PrOVISIONS ....ooiiiieiiee e 1.2
1.3 An overview of the CUuStOMS ACE, 1962 ...ovvvvvreiiieeeieeee ettt e eeiains 1.3
1.4 Some important definitioNS .........coeiiiiiiiie e 1.5

CHAPTER 2 - LEVY OF AND EXEMPTIONS FROM CUSTOMS DUTY

2.1
2.2
2.3
2.4

Determining faCtOrS......coii i 2.1
Point and Circumstances Of [8VY ....ccvioiiiiiiiiic e 2.2
Procedure, mechanism and organisation for assessment of duty....................... 2.5
Remission, abatement and eXempLions .........cccoveeviiiiiic i 2.7

CHAPTER 3 - TYPES OF DUTY

3.1
3.2
3.3
3.4

3.5

3.6
3.7

3.8

3.9
3.10

3.11

Basic customs duty [Section 2 of the Customs Tariff Act]........ccoeviviiiiiinnne 3.1
Additional duty of customs [Section 3 of the Customs Tariff Act] ...........ccceeenee. 3.2
Protective duties [Section 7 of the Customs Tariff Act].......cc.coooeiriiiiiiiiiinnnn 3.5
Emergency power to impose or enhance export duties [Section 8 of the

CUStOMS Tariff ACE] wooiieiiiie e 3.5
Emergency power to impose or enhance import duties [Section 8A of the

CUStOMS Tariff ACE] voiivvieiiec e 3.7
Safeguard duty [Section 8B of the Customs Tariff Act].........ccccoviiiiiiiiiiiiinnn, 3.7
Power of Central Government to impose transitional product specific safeguard
duty on imports from China [Section 8C of the Customs Tariff Act].................... 3.8
Countervailing duty on subsidized articles [Section 9 of the Customs

T ACH e 3.9
Anti-dumping duty [Section 9A of the Customs Tariff ACt] ......c.cccoeevviveiinennnn. 3.11
No levy under section 9 or section 9A in certain cases

[Section 9B of the Customs Tariff ACt].......ccovveviiiiiii e 3.13

Education cess and secondary and higher education CessS............ccceevvvevvrenne. 3.14



CHAPTER 4 - CLASSIFICATION OF GOODS

4.1
4.2
4.3
4.4
4.5

CUSEOMS TAT L.t 4.1
General explanatory NOES ........cciveeiieiiiie e e e 4.1
Rules of Interpretation of Customs Tariff ACt ........cccevviiiiiiiii e, 4.2
Special provisions for classification of sets of articles and accessories ............. 4.6
Some cases 0N ClasSIfiCAtiON .........covviiiiiiiie 4.7

CHAPTER 5 - VALUATION UNDER THE CUSTOMS ACT, 1962

5.1
5.2
5.3
5.4
5.5
5.6
5.7
5.8

5.9

5.10

INEFOTUCTION ot nnree s 5.1
CONCEPL OF VAIUB .. .eeiiiie e 5.1
Terms used in commercial ParlanCe .........cccovveiiiic i 5.2
Technical terms relating to value in the course of import or export.................... 5.6
Concept of indirect tax and valuation for the same..........ccoccoviiiiiiiiie e, 5.6
Two approaches for computing the assessable value............ccccoevvveiiiciiie e, 5.7
Valuation of goods based on Section 14 .........c.ccoovveiiiiiiin i 5.7
Customs Valuation (Determination of Value of Imported

G00US) RUIES, 2007 ....viiiiie et e 5.10
Customs Valuation (Determination of Value of Export

G00US) RUIES, 2007 ....iiiiiiec e e 5.33
Date for determination of rate of duty and tariff value .............cccoooviiiiiinnn 5.38

CHAPTER 6 - ADMINISTRATIVE ASPECTS OF CUSTOMS ACT, 1962

6.1
6.2
6.3
6.4

Appointment of customs ports, airports, warehousing stations, etc.,.................. 6.1
Power to approve landing places and specify limits of customs area.................. 6.4
AdMINISTIALIVE SEE UP..oovviiiieiiieiie et 6.4
WarehousSing STALIONS......ccuveiiiiieiie e 6.6

CHAPTER 7 - IMPORTATION, EXPORTATION AND TRANSPORTATION OF GOODS

7.1
7.2
7.3
7.4
7.5

INEFOTUCTION .ot 7.1
IMPOTALION L...veeiie e et e e e e s e e e e 7.1
Definitions of IMPOrtant terMS........ooiiiiiie e 7.2
StAtULOrY PrOVISIONS c.vvieiiiee e e 7.3
Procedure for clearance of imported goods ........ccccevivriiiiiiiieiie i 7.10

XiX



7.6
7.7
7.8
7.9
7.10
7.11

EXPOIALION 1.ttt e 7.17

Procedure for the clearance of export goods ........cceevveiviei i, 7.21
Procedure for postal artiCles .........coovveviieiiieiiic e 7.23
Special provisions relating to SIOreS .......ccvveviiiiiie e 7.26
Special procedures relating to clearance of baggage ........cccooevvveeivieveee e, 7.30
Transit and transShipmeNt.........ccooiii i 7.39

CHAPTER 8 - WAREHOUSING

8.1
8.2
8.3
8.4
8.5
8.6
8.7
8.8
8.9
8.10

INEFOTUCTION ot nnree s 8.1
Parallel provisions for home conSUMPLION........cc.ccooiiiiiiiiie e, 8.2
Special provisions for WarehouSIiNg .......ccccoviiiiiiiiiee e 8.2
Important definitioNns ......cvooiiiii 8.3
Procedure for deposit in the warehouse and subsequent removal .................... 8.4
StAtULOrY PrOVISIONS ..ivviiiiri et 8.5
Removal of goods from the WarehouSe ..........ccccveeviiiiiic e 8.13
Manufacture in bonded War€hoUSE ...........coovviieiiiiiiiie 8.21
Free trade zones and export processing ZONES ......cc.ccvveevvreiireeiveeeeiree e, 8.26
PrOJECE IMPOITS ...ttt 8.28

CHAPTER 9 - DEMAND AND APPEALS

9.1
9.2
9.3
9.4

9.5
9.6

Demand under Customs ACE, 1962 .....vvviviiiiiiiiiiiieeeeeeeeee e 9.1
Interest on delayed payment of duty in special cases [Section 28AB)................ 9.6
Power of the Central Government not to recover duties [Section 28A]............... 9.7
Duties collected from the buyer to be deposited with the

Central Government [SECtion 28B] .......cccooiviiiiiiiieiie e 9.7
Provisional attachment of property pending adjudication [Section 28BA]........... 9.8
APPEaAIS AN TEVISIONS ....c.viiiiiiiiiiiiieii e 9.9

CHAPTER 10 - REFUND

10.1
10.2
10.3
10.4

INEFOTUCTION L.t 10.1
Application for refUnd ..o 10.1
Processing of refund Claim ...........ccociiiii i 10.2
Interest on delayed refund..........ccoovviiiiieiii 10.3



10.5  Refund of export duty in certain cases [SeCtion 26] .......cc.ccccceevveeiiveiinereenne. 10.3
10.6  Refund of import duty in certain cases [Section 26A] ..........ccccevvvveiiieiiiieee e, 10.4
10.7  Doctrine of unjust enrichment with respect to refund of duty ..........cc.ccoeveeinninn 10.5

CHAPTER 11 - DUTY DRAWBACK

0 R [ V1 o [ ¥ o o o PSPPI 11.1
11.2  Drawback of CUSIOMS AULY ...cociiveiiie e e 11.1
11.3 Rate of drawback ..........ooiiiiiie e 114
11.4  Duty Drawback RUIES.......c.coiiuiiiiii e 11.6
11.5  Drawback on imported materials used in the manufacture of export goods

[SECHION 75] 1t 11.7
11.6  Interest on drawback [Section 75A] .......coviiiiiiiiiii i, 11.13
11.7  Prohibition and regulation of drawback [Section 76]..........c.cccccevvvviiieiiinenenn, 11.14

CHAPTER 12 - PROVISIONS RELATING TO ILLEGAL IMPORT, CONFISCATION,
PENALTY & ALLIED PROVISIONS

12,1 INEFOAUCTION Lottt ettt 12.1
12,2 PronibItION ...oooeieic i 12.1
12.3  Detection of illegally imported goods and prevention of the disposal

thereof [Chapter IV A] .o e 12.3
12.4  Prevention or detection of illegal export of goods [Chapter IV B]........ccccoveenen. 12.5
12.5  Exemptions from the operation of Chapter IVA & IV B.....cccccviiviiiiiiiiiciine 12.6
12.6  Confiscation of goods and conveyances and imposition of penalties

[ChAPLEE XIV] . .ieieiiie ettt ettt e 12.6
12,7 PENAILIES ON PEISONS ...oviiiiiiiiiiieiie ettt 12.11
12.8  Penal provisions under the CUStOMS ACE.........ccoviiiiiiiiiiieii e 12.11
12.9  Adjudication of confiscation and penalties [Section 122] .........c.cccevveviiiinnnnnn. 12.15
12.10 Powers of CUStOMS OFfICEIS .....ccveiiiiiiiiiiiic e 12.17
12.11 Offences and prosecution - SPECIfiC PrOVISIONS ........cccovvvvriieiiiiienie e 12.22

CHAPTER 13 - SETTLEMENT COMMISSION

13.1  INEFOAUCTION Lottt 13.1
13.2  Definitions [SECON 127A] .occiviiiiiie it 13.1
13.3  Application for settlement of cases [Section 127B].......cccccviviiiiiiiiiiniieinne 13.2

XXi



13.4
13.5
13.6
13.7
13.8
13.9

13.10

13.11
13.12

Procedure on receipt of application [Section 127C]......cccccoveviiieiiiiieiiee e 13.3

Powers of Settlement COMMISSION .....c.eviiiiiiiieiie e 13.5
Inspection, etc., of reports [SECtion 127G]......ccovveviieiiiie i, 13.7
Order of settlement to be conclusive [Section 127J].......ccccovviiiieiii e, 13.7
Recovery of sums due under order of settlement [Section 127K]..................... 13.8
Bar on subsequent application for settlement in certain cases

[SECHON L1271 uieiire ettt e e e e e e e nrea e 13.8
Proceedings before Settlement Commission to be judicial proceedings

[SECON L27M] ..ottt 13.8
Applications of certain provisions of Central Excise Act [Section 127N]........... 13.8
Customs (Settlement of Cases) Rules, 2007 ..........cccoovvvviiiiiiiiiiieiiec, 13.9

CHAPTER 14 - ADVANCE RULING

14.1
14.2

14.3
14.4
14.5
14.6
14.7

Definitions [SECtION 28E] ........cciiviiiiii et 14.1
Authority for Advance Ruling (Central Excise, Customs and

Service tax) [SECON 28F] ....cciviiiii e 14.2
Application for advance ruling [Section 28H].........c.ccccceviiiiiiii i 14.3
Procedure on receipt of application [Section 28-1]........cccccovveiviviiiieiiiiie e 14.4
Applicability of advance ruling [Section 28J]........cccevveiiiiiiiie e 14.5
Advance ruling to be void in certain circumstances [Section 28K] ................... 14.5
Powers of authority [SECtion 28L] ........ccoviiiiiiiiiiiiie e 14.5

CHAPTER 15 - MISCELLANEOUS PROVISIONS

15.1

15.2
15.3

15.4
15.5
15.6
15.7
15.8
15.9

Conveyance and goods in a customs area subject to control

of officers of customs [Section 141].......ccovviiiiiiiiiiiie 15.1
Recovery of sums due to Government [Section 142] .........cccceovvviiiiiciiniiinnn, 15.1
Power to allow import or export on execution of bonds in certain cases

[SECHON 143 .ot ettt 15.3
Duty deferment [Section 143A] ..o 154
Power to take samples [Section 144]..........cccviiiiiiiiiiis e 15.5
Custom house agents to be licensed [Section 146] ...........cccevveiiiiiiiiiiiinnn 15.6
Appearance by authorised representative [Section 146A] ........c.ccceevvveiiiennnn. 15.7

Procedure for sale of goods and application of sale proceeds [Section 150]....15.8
Certain officers required to assist officers of customs [Section 151].............. 15.10

XXii



15.10
15.11
15.12
15.13
15.14

15.15
15.16
15.17

Instructions to officers of customs [Section 151A]......ccccevveiiiiiiiiciiieeee, 15.11

Delegation of powers [SECtion 152] ......cc.cooviiiiiiiiiie e 15.12
Service of order, decision, etc. [Section 153].......ccccvveiiiiiiiie i, 15.13
Rounding off of duty, etc. [Section 154A].......ccccciviiiiiie e, 15.14
Information in respect of persons in certain cases to be

published [SECtion 154B]......ccciiiiiiiiece e 15.14
General power to make rules [Section 156] .......cccccvviviiiiiiniiiniiieceen 15.15
General power to make regulations [Section 157] .......cccoeviiiiiiiiiicniienn, 15.15
Provisions with respect to rules and regulations [Section 158] ............c.c....... 15.16

CHAPTER 16 - INTER-RELATIONSHIP OF ACCOUNTING WITH EXCISE, CUSTOMS

16.1
16.2

16.3
16.4
16.5
16.6
16.7
16.8
16.9

AND SERVICE TAX

INEFOTUCTION .t 16.1
Accounting standards issued by Accounting

Standards Board (ASB) Of ICAI .......coiviiiiiiii e 16.1
Cost Accounting Standards issued by ICWAI..........cciieiiii i, 16.7
GUIdANCE NOTES....e.iviitieiiie et 16.11
Accounting for CENVAT credit of SErvice tax .......coccovvveviviiiie e, 16.20
Accounting treatment for PLA ..o 16.20
Accounting for import and export dULIES..........ccvvveiiriiiiieiie e 16.21
Maintenance of books 0f aCCOUNt .........ccviviiiiiic 16.21
Divergence between accounting and taxation prinCiples.........c.ccccovvvvvveinnnn. 16.23

XXiii



