Procedures
Section 29 Arrival only at custom port or Airport
Section 30 Filing of IGM (Import General Manifest/Import Manifest)
Section 31 Entry Inward Granted (Unloading permission) by proper officer
Section 32 Only those goods will be unloaded which are mentioned in IGM 
Section 33 Unloading at approved place with Custodian 
Section 34 Unloading under the super vision of Custom Officer
B/E u/s 46 (white) – From Indian Custom port to outside for HC 
B/E u/s 46 (yellow) – From India Custom port to Custom Warehouse for warehousing
B/E u/s 68 (green) – From Warehouse to outside for HC

Clearance of Goods from Indian Custom Port for home consumption – direct removal
(A) File B/E for Home Consumption (White) + Self-Assessment 
(Supportive documents – B/Lading, Airway Bill, Delivery Order, Invoice / Contract, Valuation declaration, Certificate of origin, Insurance, ID etc.)
(B) Verification of Assessment by PO
(C) Pay CD with 2 working days otherwise interest @ 15%, Pay port dues including Demurrage (Fine if goods not cleared within 3 days) to Designated Bank.
(D) A return from designated bank to P.O under step B.
(E) PO shall issue clearance order u/s 47(1)
(F) Take delivery of goods from the custodian
Note: Calculation of 3 days from unloading of goods at port and 2 days from the date on which P.O return B/E after verification.

Clearance of goods from Indian Custom Port to warehouse – home consumption i.e. indirect removal
(A) File B/E for warehousing (Yellow) + Self-Assessment
(Supportive docs – B/Lading, Bond with security & surety (Bank Guarantee)
(B)  Verification of Assessment by PO
(C) Pay port dues including demurrage etc.
(D) PO issue CO u/s 60
(E) Transfer goods to custom warehouse (Max 5 years + Extension) by custodian
(F) File B/E for H/C u/s 68 (Green)
(G) Verification of Assessment by PO
(H) Pay CD & warehousing charges (No condition of 5 working days)
(I) Return from designated bank to PO
(J) PO shall issue CO u/s 68 (Gate pass)
(K) Take delivery of goods (Cancellation of Bond u/s 73)

Definitions
Constitution of India – Union List; Entry No 83 – Duties of Customs including Export duties;
Bill of Export – means a bill of export u/s 50. Exporter shall make an entry by presenting proper officer in case of goods exported by land, a bill of export.
Import report – person in charge of a vehicle carrying imported goods deliver to the proper officer an import report within 12 hours of its arrival in the custom station.
Imported goods – Any goods brought into India from a place outside India but do not include goods which have been cleared for H/C.
Entry – entry made in bill of entry, shipping bill or bill of export and includes entry made under regulations for goods imported or exported by post.
(i) Imported goods – Filing B/E u/s 46
(ii) Export goods – Shipping bill u/s 50 (In case of vessel and aircraft)
                            Bill of export u/s 50 (In case of vehicle)
(iii) Postal Parcel – Label affixed to or declaration u/s 82
(iv) Baggage – Baggage declaration u/s 77

Prohibited goods – any goods the import or export of which is subject to any prohibition but does not include goods in respect of which the conditions subject to which goods are permitted to be imported or exported.
Warehouses – public warehouse appointed or private warehouse licensed. It is a place where goods after landing are permitted to be removed w/o payment of duty. Duty is collected at the time of clearance from warehouse. Public warehouse owned and managed by Govt. body like central warehousing corp. private warehouse licensed in a place with no public bonded warehouse.
Customs port – any place appointed to be a custom port and includes inland container depot. The boards by notification in Off gazette, appoints ports, airports and places which shall be custom airports, ports and inland container depots for unloading of imported goods and loading of export goods.
Goods – includes vessels, aircrafts and vehicles (other than used as conveyance); stores; baggage; currency and negotiable instruments; any other kind of movable property.
Stores – goods for use in a vessel or aircraft and includes fuel and spare parts and other articles of equipment, whether or not for immediate fitting. Stores are also goods but covered by special provisions. It does not include goods for use in a vehicle.
Conveyance – includes vessel (by sea), aircraft (by air) and vehicle (by land). It covers all three modes of transport.
Dutiable goods – any goods which are chargeable to duty but duty has not been paid. It should be within the ambit of the word goods and finds a mention in tariff.
India – includes territorial waters of India. TWI extends to 12 nautical miles into sea from base line. It includes not only the surface but also space above and ground at the bottom.
Person in charge
(i) Vessel – master of vessel
(ii) Aircraft – commander or pilot
(iii) Railway train – conductor, guard or other person having chief direction of the train
(iv) Any other – driver or person in charge
He is responsible for submitting in IGM or EM, ensuring approved route and lands at approved places, goods unloaded after written order at proper place, goods loaded after permission. He has to be penalized for giving false declaration and statement, and storages or non-accounting of goods in conveyance.
Adjudicating Authority- any authority competent to pass order, decision but does not include board, commissioner (appeals) or Appellate tribunal.
Customs Area – are of custom station and includes area in which imported goods or exported goods are ordinarily kept before clearance.
Smuggling – any act or omission which render goods liable for confiscation
Import –Import means bringing into India from a place outside India. Import begins when goods enter TWI and get completed when goods become part of the mass of goods of the country.
Importer – in relation to any goods at time between their importation and time when they are cleared for HC, includes any owner or person holding himself out to be importer.
Indian Custom Waters – waters extending into sea up to limit of contiguous zone of India u/s 5 of Territorial waters, Continental Shelf, Exclusive Economic Zone and other maritime zones Acts; and includes any bay, gulf, harbour, creek or tidal river. Area beyond 12 NM up to 24 NM is CZI. Therefor ICW is ITW + CZI.
Exclusive Economic Zone – It extends up to 200 nm from Indian shore.
Foreign going vessel or aircraft – Any vessel or aircraft for the time being engaged in the carriage of goods or passengers b/w any port or airport in India and O/s India whether touching any intermediate port or airport in India or not and includes: 
(i) Naval vessel taking part in naval exercises.
(ii) Engaged in fishing or any other operation (including Oil drilling) o/s TWI (to be read EEZ in case of OIL rigs only).
(iii) Vessel or aircraft proceeding o/s India for any purpose.
Coastal Goods – goods other than imported goods transported in a vessel from one port in India to another port in India.
Inland container Depot- It is a place where containers are aggregated for onwards movement to or from the ports.
Container Freight Station- It is a place where containers are stuffed, unstuffed and aggregation/segregation of cargo take place.

Bill of lading/ Delivery order/ Airway bill – Negotiable instrument with following particulars:
(i) Port of shipment, no. of packages, marks and no. on packages
(ii) Name of the vessel, name of consignee, freight particulars

Letter of credit- it is an instrument by which bank intimated the seller than the buyer has instructed the bankers to pay if certain documents evidencing shipment are presented.

Classes of officers of customs- Chief Commissioner, Commissioner, Commissioner (Appeals), Joint commissioner, Assistant Commissioner, such others appointed. 

Significance of Indian Customs waters- Following:
(i) If any person committed an offence within ICW, officer may arrest him informing him the grounds for such arrest.
(ii) Any vessel used for smuggling, proper office may stop it and compel it to land.
(iii) Any vessel constructed, altered or fitted to conceal goods shall be confiscated. 
(iv) Officer has power to search any person who has landed from, about to board, is on board any vessel within ICW and has secreted any goods (or related documents) liable to confiscation.
(v) Any prohibited goods imported into ICW shall be confiscated. 

Taxable Event- Time at which the goods reach at the custom barrier and the bill of entry for HC is filed u/s 46 or 68. 

Important Points
(i) IF the goods crossed TWI then it is an export and duty drawback cannot be denied. However if the vessel sunk within TWI then it is no export.
(ii) Market price will be wholesale price of the goods.
(iii) Bill of lading is surrendered to the carrier for obtaining delivery. It is evidence as to title of the goods and transfer of the title can take place by endorsement and delivery.
(iv) Central Govt. makes rules whereas CBEC (Board) makes regulations. Regulations can’t be contrary to the Rules. Rules placed before parliament but regulations are not.
(v) Vessel engaged in fishing o/w TWI shall be treated as FGV.
Basic Concepts
Pilferage
(i) Section 13 – IF any imported goods are pilfered after the unloading thereof and before the proper officer has made CO u/s 47(1) for HC or CO u/s 60 for deposit in warehouse, the importer shall not be liable to pay duty on such goods.
(ii) When goods are restored to importer after pilferage, importer becomes liable to pay duty.
(iii) If assesse pays duty without examining and later on finds pilferage, duty shall be refunded to him provided pilferage has taken place before order of clearance.
(iv) Assesse will not be eligible for benefit u/s 13 if pilferage is raised after CO u/s 47 but before taking actual delivery of goods. Physical removal and C/O are events distinct.
(v) Custodian is liable to pay duty on pilfered quantity.
(vi) Petty theft is covered under pilferage.

Sec 23: Remission of duty on goods lost, destroyed or abandoned (i.e. losses other than pilferage) 
Where shown to satisfy AC than any IG are lost or destroyed any time before clearance for HC (Actual removal), AC shall remit duty. The loss should not be in the nature of pilferage.
Section 13 and 23 are mutually exclusive. Duty is always payable and then afterwards refunded.
Note: Section 13 is not applicable to warehoused goods whereas section 23(1) is applicable to them.
Note: Assesse doesn’t have to proof pilferage whereas in section 23 burdens of proof are on assesse.
This section is applicable when goods are destroyed on the wharf.

Sec 22: Abatement of duty on damaged or deteriorated goods
Duty on damaged goods = duty payable before damage * Value of goods after damage
                                                                                                        Value of goods before damage

The proper officer may sell such goods by public auction or by tender with the consent of importer.
Damage means physical damage and deterioration means reduction in quality due to natural causes not by any wilful act, negligence or default of owner, his employee or agent.
Time of damage 
(i) Shall be before or during unloading when goods are damaged or deteriorated. 
(ii)  In case of any imported goods other than warehoused goods after unloading but before examination u/s 17 (Assessment of duty).
(iii) In case of warehoused goods: damaged before their actual clearance from warehouse.

Note: Abatement is available when goods are available but in diminished value due to damage whereas remission is granted when goods are not available at all.
Damage should be proved to AC.
In case of warehoused goods, only damages are covered and not deterioration.

Sec 24: Denaturing and mutilation
Ethyl alcohol which is not denatured attracts higher rate of custom duty whereas denatured one attracts lower rate. Certain very chemicals can be added to it to denature it after importation.
Then it shall be chargeable to duty at such rate applicable as If goods had been imported in denatured or mutilated form.
Denaturing – to render the product unfit for human consumption
Mutilated – Make the product imperfect by cutting or destroying it (Motor car to parts of motor car)


Sec 21: Goods derelict, wreck, Jetsam, Flotsam.
All such goods brought or coming into India shall be dealt with as if they were imported into India.
Derelict – Abandoned in sea with no hope of recovery
Jetsam – Goods jettisoned to save vessel from sinking and these goods got sunk.
Flotsam – Goods jettisoned to save vessel from sinking and these goods are floating.
Wreck –Cargo or vessel drifting after ship wreck.

Sec 19: Goods consists of articles liable to different rates of duty (In case of Set of articles)
(a) Liable to duty with Ref. to quantity – Chargeable to that duty.
(b) Liable to duty with Ref. to Value 
· They are liable to same rates – that same rate.
· They are liable to diff rates – Highest of such rates.
(c) Not liable to duty – at rate in clause (b).
Crux: Single value = Single Rate 
           Combined Value = Highest Rate  	
Exceptions:  (I) Any article in the set chargeable to duty separately at rate app to it if evidence is available regarding its value out of total value of set. (II) Accessories, spare parts etc. at rate app to main article if they are compulsorily supplied with main article and no separate charge is made i.e. their price included in the price of main article.
Project Imports
When an Industrial/ similar project installed or existing unit expanded, a number of m/c and raw material called project import are required. To avoid delay and hardship and administrative convenience, a simplified rate of 5% by covering all such imports into a new tariff heading.
Eligible projects: Industrial, Power, Oil mineral exploration, Irrigation, Mining and other specified.
The benefit is available to goods only forming part of project not goods/RM imported for FP.

Sec 20: Re-importation of goods
If goods re-imported after exportation, they are treated as other goods which are imported.
Exemptions:
Re-import for repairs- If re-importation is within 3 years + goods re-exported after repairs within 6 months from date of import. Then no duty is payable.
Re-import after repairs- Indigenously manufacture goods exported for repairs are re-imported, the liable to duty on value (comprising fair cost of repair + cost to material used in repair + insurance + freight both ways). This exemption is N/A if repairs amount to re-manufacture.
Re-import on rejection- If goods are re-imported within 3 year by same person, No CD payable.
But assesse has to pay, Excise (exempted at time of export) and Duty drawback (allowed at export).
Sec 26: Refund of Export Duty
Export duty to be refunded to person who paid it if:
(i) Goods returned to same person and
(ii) Goods re-imported within 1 year from date of export and
(iii) An App for refund is made (within 6 months from date of clearance order for HC)
Note: Return is for reason of sale return or rejected goods, goods sent on consignment returned by agent or goods sent for exhibition coming back etc. ( i.e. Exported should not have sold the goods to importer)

Relinquishment of title to the goods
Relinquishment at port: owner can do it before CO u/s 47 (for HC) or CO u/s 60 (deposit of goods in warehouse). (Port charges & Demurrage still payable)
Relinquishment at warehouse: owner can do it before CO (for HC) but only after payment of rent, interest, other charges and penalties.
No duty is payable if goods relinquished however it is not allowed if offence committed.

Import duty refunded u/s 26A if:
· Goods are found defective or nor as per specifications agreed upon provided goods have not been worked, repaired or used except when such use was indispensable to discover defects.
· Goods identified by AC as goods imported
· No claim for duty drawback by importer
· If within 30 days from date PO makes an CO u/s 47 (for HC)
(I) Goods exported; or
(II) Title relinquished; or
(III) Goods destroyed in presence of PO
Note: 30 days can be extended on sufficient cause for a period not exceeding 3 months by Commissioner of Customs. 
· An application for refund within 6 months of relevant date.
Relevant date:
(i) Goods Exported: PO makes an order for clearance and loading u/s 51
(ii) Goods Relinquished: Date of Relinquishment
(iii) Goods Destroyed: Date of destruction.
· No refund if goods are perishable and have exceeded their shelf life.
Nothing shall apply if offence committed.

Practice manual Questions
Special exemption – Govt. satisfied, in public interest, by special order exempt duty, duty payable in exceptional circumstances stated in order. No duty if amount less than or equal to Rs.100.
General Exemption – Govt. satisfied, in public interest, by notification in OG, exempt absolutely or with conditions, whole or party of duty.
Assessment – includes provisional, self, Re, Nil duty assessment. IT is the Process of determining tax liabilities i.e. Quantity, value, classification, rate of duty, Goods for HC or warehousing.
Effective date of notification- will be date of its issue for publication in OG by CG unless otherwise provided. Date later than issue date is applicable if provided in notification. These are not applicable to exemption granted through special orders as these are communicated to beneficiary directly by CG.
Note: Intangible assets like drawings and designs when put on media like paper etc. become goods and are liable to CD.
Note: Importer can claim benefit of the notification in respect of the entire lot of inputs imported including any which are damaged in transit.
Note: If a condition is not within the power & control of the importer and depends upon the acts of public functionaries, non- compliance of such a condition, subject to just exceptions can’t be held to be a condition which would disable the importer from obtaining the benefit under any notification. 

Types of Custom Duties
Conditions for preferential rate of duty
(i) Goods are imported from “Most Favoured Nation” E.g. Bangladesh, Korea, Tonga etc.  
(ii) At time of importation, importer to make specific claim at Pref. rate.
(iii) Claim that goods are manufactured in such Pref. Area.
(iv) Area is notified under prescribed section of CTA, 1975.
(v) Origin of goods shall be determined as per rules and Proof of Country of origin to be submitted.

Basic Custom Duty
1st Schedule – Import Duty
2nd Schedule – Export Duty
CG has power to charge lower duty than 1st Schedule and frame rules to determine origin of goods.

	Countervailing Duty

	Basis
	CVD 3(1)
	CVD 3(3)
	CVD 3(5)

	In place of
	Excise duty (FP)
	Excise Duty (RM)
	VAT/ any other Local tax

	Levied on
	Imported article capable of being manufactured in India. Not levied if activity ≠ manufacture in India
	Notified Imported Article.
At present on Stainless steel products for household purpose and transformer oil.
	Notified Imported Article But no need to pay if importer declares state of destination & his TIN No.

	Assessable Value
	(I) Declared MRP   xxx
Less: Notified %     xxx
Assessable Value_xxx
(II) Tariff Value u/s 3(2) of CEA, 1944
(III) Other cases :
Value as per valuation rules + BCD = Assessable Value           
	Same manner as in imposition of CVD 3(1) 
	Value as per                 xxx
Valuation Rules
+BCD                              xxx
+CVD u/s 3(1)               xxx
+CVD u/s 3(3)               xxx
+EDU. Cess                    xxx
+SHE. Cess                     xxx
Assessable Value          xxx

	Rate
	(1) Alcoholic liquor for humans: Rate notified by CG having regard to like liquor produced in India
(2) Other goods: ED in like articles in India but if different rates then highest rate.
	As notified by CG
	As notified by CG
At present Rate is 4% (the maximum rate)

	Notes
	Note: Cess on CVD 3(1) is exempted by notification.
	
	

	Common Points
These duties are in any other custom duties. Assessable value shall not include safeguards duties, CVD on subsidized articles and Anti-Dumping duty. 
All provisions like drawbacks, refunds and exemptions shall apply to these duties i.e. upon export refund of three duties can be claimed.



Refund of CVD 3(5)/ SAD@4%/ Special CVD (when imported goods are sold on payment of vat)
Exemption can be availed if following conditions satisfied:
1. Importer had paid all duties including additional ones.
2. Indicate in invoice that no credit admissible.
3. Appropriate VAT paid on sale of said imported goods.
4. Files a claim of refund with Invoice of sale and documents evidencing payment of Duty, VAT.
5. Jurisdictional Customs officer shall sanction refund after being satisfied.
Note: 4% duty claim can be made within 1 year from date of payment of duty and claim processed by Dept. Within 3 months. Further a certificate from Auditors certifying that burden of 4% not passed to any other person.

System of Credit
In case of Manufacturer, Cenvat Credit of CVD 3(1) and CVD 3(5) shall be allowed if FP is dutiable.
In case of trader, Credit of CVD 3(1) is not allowed and Refund of CVD 3(5) is allowed if FP is dutiable.
Protective Duty
To provide for protection of interests of any industry in India, the CG can upon recommendation by tariff commission impose protective duty by notifying in OG, not exceeding as proposed in recommendation. This duty shall be deemed to be specified in first schedule. The CG may specify period, reduce or extend such period, reduce or increase effective rate.

Safeguard Duty-Sec 8B
If article imported into India in increased quantities to cause serious injury to domestic industry, the CG by notification in OG impose safeguard duty.
It is provisionally imposed for 200 days and it will be refunded after 200 days if finally determined that such import shall not cause injury or the duty is not finalized.
Initially it can be imposed for a maximum period of 4 years including provisional imposition. Extension allowed but total period restricted to 10 years.
No safeguard duty in following cases:
(i) Import from developing countries
(a) From one country: import of that article from that country does not exceed 3%.
(b) More than one country: import from all such notified countries (each with less than 3%) taken together doesn’t exceed 9% of total imports.
(ii) Import in small quantities
CG may exempt import of notified Quantity of any article.

Safeguard Duty-Sec 8C
Article imported from China in increased quantity to cause Market Disruption to domestic industry.
Provided CG may exempt such Quantity as specified in notification from whole or party of duty.
It is provisionally imposed for 200 days and it will be refunded after 200 days if finally determined that such import shall not cause injury or the duty is not finalized.
Initially it can be imposed for a maximum period of 4 years including provisional imposition. Extension allowed but total period restricted to 10 years.

Countervailing Duty on Subsidized Articles-Sec 9
Where any country grant subsidy upon exportation of any article there from, then upon importation of such article into India, CG may impose countervailing duty not exceeding amount of subsidy. Such duty is levied only if that subsidy is related to export. It can’t be levied if subsidy is for research, promotion or assistance to disadvantaged regions.
It is imposed provisionally till subsidy is not determined. Provisional duty shall be refunded if finally determined that provisional duty was imposed in excess of subsidy.
Initially it is imposed for 5 years (including provisional period) and extension up to 10 years such that total period restricted to 10 years).
A subsidy shall be deemed to exist if there is financial contribution of by Govt. or Public body i.e.
· Direct transfer of funds 
· Government revenue due forgone or not collected
· Govt. provides goods and services other than general infrastructure.

Anti-Dumping Duty on Dumped Articles-Sec 9A
Where any article exported from any country to India at less than its normal value, then Anti-Dumping duty imposed on import not exceeding the MARGIN OF DUMPING.
If CG of opinion that circumvention (act of evading) anti-dumping duty has taken place by altering description, name, composition, assembly, origin; it may extend such duty to such article.

Margin of Dumping = Normal value of goods – Export price of goods

	Normal Value of Goods
	Export price of goods

	· Comparable price for like article meant for consumption in exporting country; or

· When no or low vol. of sale of like article in domestic market of exporting country
(i) Comparable representative price of like article when exported from exporting country to appropriate third country.
(ii) Cost of production of said article in country of origin plus administrative, selling & general costs & profits.
	· Actual export price of article in the exporting country.

· In case no or unreliable export price, export price will be
(i) Export Price at which the imported articles are first resold to an independent buyer; or 
(ii) If article not resold to an independent buyer, then on such reasonable basis as per rules framed for this purpose.



Anti-Dumping duty can be imposed provisionally for 6 months. Even retrospective imposition on provisional basis for a maximum period of 90 days is possible. The prov. Duty shall be refunded, if finally determined that prov. Duty is in excess of margin of dumping.
Initially it can be imposed for a maximum period of 5 years (including provisional Period). Extension up to 10 years allowed provided total period restricted to 10 years.
If importer proves to CG that he has paid anti-dumping duty more than actual margin of dumping, the CG shall refund to reduce such duty as in access of the actual margin of dumping. (Sec-AA)
Appeal (Sec 9C)
An appeal against order of determination or review regarding existence, degree & effect of any subsidy or dumping shall lie to CESTAT. It shall be made within 90 days of date or order (period can be extended on sufficient cause).
Appeal accompanied by fee of Rs.15000. Every application made before Appellate tribunal in an appeal for grant of stay or rectification of mistake or for restoration or appeal shall be with Rs.500.
The Tribunal after giving opportunity of being hear pass such orders as thinks fit.
Restrictions on imposition of Countervailing Duty and Anti-Dumping Duty (Sec 9B)
· No article shall be subjected to both Countervailing Duty and Anti-Dumping duty.
· Duties shall not be imposed by reason of exemption or refund of duties or taxes.
· Duties shall not be imposed if imports are from member of WTO or country having MFN status unless import causes injury to domestic industry.
· CG may not impose Countervailing Duty if exporting country agrees to eliminate subsidy.
· CG may not impose Anti-Dumping Duty if Exporter ceases to export at dumped price.
· CG can take immediate action by notifying for the levy or increase of duty if necessary.
Education Cess on imported goods – Sec 94 of FA 2004
Whether Edu & SAH will be levied in following cases:
	BCD
	Yes
	Safeguard duty
	No cess

	Provisional Duty
	Yes
	Safeguard duty (China)
	No cess

	CVD 3(1)
	Exempted through notification
	Countervailing Duty
	No cess

	CVD 3(3)
	No cess
	Anti-Dumping Duty
	No cess

	CVD 3(5)
	No cess
	
	


 
Computation of Import Duties       
	FOB
	XXX ($)

	Add: COT
	XXX ($)

	Add: COI
	XXX ($)

	Adjustments
	XXX ($)

	CIF
	XXX ($)

	CIF (Rs.)  [CIF ($) * ( Foreign exchange rate)]
	XXX (RS.)

	Add: Landing charges 1%
	XXX (Rs.)

	Transaction/Assessable Value
	XXX (Rs.)

	Add: Basic Custom Duty
	XXX (Rs.)

	Add: CVD 3(1)
	XXX (Rs.)

	Add: Edu & SHE Cess @ 3%
	XXX (Rs.)

	Total
	XXX (Rs.)

	Add: CVD 3(5) @ 4%
	XXX (Rs.)

	Total
	XXX (Rs.)

	Add: All other duties i.e. duty u/s 8B, 8C, 9, 9A
	XXX (Rs.)

	Total
	XXX (Rs.)




Practice manual questions
The date of commencement of anti-dumping will be the date of publication of notification. 
In case it is imposed retrospectively from a date prior to date of imposition of provisional duty, the 
Date of imposition will be such prior date as notified but not beyond 90 days from the date of notification of provisional duty.


Valuation
Value of imported and exported goods shall be the transaction value of such goods.
Transaction value means price actually paid or payable at time and place of import/export where buyer and seller are not related and price is sole consideration for sale.
TV shall include cost of service including commission & brokerage, engineering, design work, royalties and license fee; and cost of transportation to the place of importation, insurance, loading, unloading and handling charges to the extent specified in the Rules.

Tariff Value – The board may by notification fix tariff value for any goods and duty shall be chargeable with reference to such tariff value for Example: Crude Palm Oil – $447 per metric tonne.

	Situation
	Date for Rate of duty & tariff Valuation
	Date for Rate of Exchange

	Goods entered for HC u/s 46
	Date on which B/E u/s 46(From Custom port to outside for HC) presented, provided if B/E is presented before date of entry inwards of vessel or aircraft the bill of entry shall be deemed to have been presented on such date of entry inward of vessel or date of arrival of aircraft
	It shall always be the date on which B/E presented u/s 46

	Goods cleared for warehouse for HC u/s 68
	Date on which B/E for HC presented in warehouse u/s 68 (From warehouse to outside for HC)
	B/E presented u/s 46

	In any other case like smuggled goods
	Date of payment of duty
	------------



In case goods are first warehoused and sold and then cleared for home consumption, the transaction value is the value on the date of import in India. The sale after warehousing can’t be considered as sale for export to India. We will take the old assessable value only not the value at which goods are sold after warehousing.
Custom Valuation (Determination of Price of Imported goods) Rules, 2007 (10 Rules)
Definitions (Rule 2):
Identical Goods: 
· Goods which are same in all respects including characteristics, quality and reputation as the goods being valued, except for some minor difference in appearance which do not affect the value of goods.
· The Goods should have been produced in the same country in which goods being valued are produced.
· They should be produced by the same person who produced goods under valuation, or if price not available of such goods, price of goods produced by another manufacturer in the same country.
· They should not include those goods for which engineering, design, art, plan, development, sketch work undertaken in India directly or indirectly by the buyer and supplied free of charge or at reduced cost for use in connection with production or sale for export of these goods.
Similar Goods:
· Goods which are not alike in all respects but have like characteristics and components, materials which enable them to perform same functions and to be commercially interchangeable with the goods being valued having regard to the quality, reputation and trade mark.
· The Goods should have been produced in the same country in which goods being valued are produced.
· They should be produced by the same person who produced goods under valuation, or if price not available of such goods, price of goods produced by another manufacturer in the same country.
· They should not include those goods for which engineering, design, art, plan, development, sketch work undertaken in India directly or indirectly by the buyer and supplied free of charge or at reduced cost for use in connection with production or sale for export of these goods.

Related Persons
A person is deemed to be related person if
· Officers of directors of one another’s business 
· Legally recognized partners; employer & employee; members of same family
· A person who owns or controls 5% or more of shares
· One of them controls the other
· Both of them controlled by a third person
· Together they control a third person
· Sole agent or sole distributor of other

Rule 3 – Determination of the method of Valuation
Rule 3(1) – The value of imported goods shall be the transaction value (TV) and adjusted with provisions of Rule 10(Costs & Services). 
Rule 3(4) – If the value can’t be determined as per Rule 3(1), the value shall be determined by proceeding sequentially through Rules 4 to 9.
The Value of imported goods shall not include:
· Charges from construction, erection, assembly, maintenance, technical assistance undertaken after import on imported goods such as industrial Plant, M/c or equipment.
· Cost of transport after importation
· Duties and taxes in India.
· Interest on Delayed payments if these are shown separately in invoices, financing agreement in writing and when required buyer can demonstrate that goods are sold at declared price.
· Bank charges or Stamp Duty payable to Govt.

The TV of imported goods under rule 3(1) shall be accepted if four conditions are satisfied:
Condition 1: No restriction on Buyer for disposal of goods except as imposed by public authorities in India; Restriction on geographical area with which goods may be resold example goods can only be sold only in Punjab; Restriction that does not materially affect value of goods example car should not be exhibited before a particular date.
Condition 2: Sale or price is not subject to conditions for which value can’t be determined example price is dependent on price at which buyer of imported goods sells other goods to seller.
Condition 3: No further consideration to seller of which adjustment can’t be made.  Example if importer is a trader and the condition is that after he sells the goods in India, the foreign exporter will get a fixed amount after sale, that extra amount should be added for custom Valuation.
Condition 4: The buyer and seller are not related. However TV can be accepted if circumstances prove that relationship hasn’t influenced the price or the importer demonstrate that declared value approximates to (I) TV of Identical/Similar goods sold to unrelated buyers in India; (II) Deductive Value for Identical/Similar goods as per Rule 7; (III) Computer Value for Identical/Similar goods as per rule 8; (When comparing, adjustments for commercial, quantity levels, & adjustments as per Rule 10 should be taken care of).

Rule 4: TV of Identical Goods
· The value of Imported Goods shall be the TV of Identical Goods imported at or about the same time as the goods being valued were imported. When TV of identical goods at same commercial and same quantity level is not available, TV shall be taken after appropriate adjustment for commercial, quantity level or both.
· Adjustment shall be made of significant differences in costs and charges referred in Rule 10 b/w imported goods and identical goods arising from difference in distance and means of transport.
· Where more than one TV of identical goods, lowest shall be considered.

Rule 5: TV of Similar Goods
The value of imported goods shall be the TV of similar goods imported at or about same time as the goods being value were imported. The remaining provision of Rule 4 shall apply subject to changes.

Rule 6: Application of Rule 8 before Rule 7, at request
If value can’t be determined under rule 3, 4, 5 the value shall be determined under rule 7 or rule 8 sequentially. But at the request of the importer with approval of PO, the order can be reversed.

Rule 7: Deductive Value (Greatest aggregate Quantity)
1) Where sold at the time of valuation available in India:
If the identical goods or similar goods are sold in India, at or about the time at which goods in question are being valued, the value of imported goods shall be based on the unit price at which identical or similar goods are sold in the greatest aggregate quantity to person who are not related to sellers in India. But deduct Sales commission, general expenses and selling profits made in India; Value added by processing; transport, insurance within India; Custom duties & other taxes in India.
2) Where not sold at or about the time of valuation in India:
Value should be based on unit price at which they are sold in India at the earliest Date after importation but before expiry of 90 days after such importation.

Rule 8: Computed Value
The value shall be based on computed value which consists of sum of Cost of material, profit & general expenses usually made by producers in the country of exportation, all other expenses under rule 10(2) examples: COT, COI, and Landing Charges.


Rule 9: Residual Method (Best Judgement)
Where value can’t be determined as per above rules, it is determined using reasonable means. Provided that following shouldn’t be used:
· Fictitious Values
· SP in India of goods produced in India
· Domestic Price of the goods in exporting country
· Price of goods for export to a country other than India
· Cost of production (Except as per Rule 8 – Computed Value)
· Minimum Custom Values
· A system in which highest of two alternative values is taken
Examples: (a) 90 days requirement as given in Rule 7 can be administered flexibly by applying Rule 9.
(II) Value of 2nd Hand Machinery can be done by allowing depreciation using rule 9.
(III) Goods imported from UK and rule 3 fails. Identical goods imported from US. It does not qualify the definition of identical goods. But US rate can be taken by applying rule 9.

Rule 10- Cost and Services

Rule 10(1) – While determining TV, Following shall be added to price
1) Value of following Cost and services:
(a) Commission & Brokerage (Except buying commission i.e. fee paid by importer to agent for representing him abroad)
(b) Cost of containers (non-returnable basis)
(c) Cost of packing (Both labour and material) incurred by buyer and not already included in price.
Note: Cost of returnable containers shall not be added if the importer executed a bond to re-export them within 6 months.
Note: Exporters appoints local agents to promote sales in India. Commission paid to them by Indian importer is includible if the importer pays amount net of commission to Exporter.

2) Apportioned Value of following goods & services:
Material incorporated (Raw materials); materials consumed (Consumables); tools, dies, moulds (Capital goods); engineering, art work, design, plan and sketches undertaken elsewhere than in India; used in production of imported goods.
Provided these are supplied free of cost or at reduced prices by the buyer and value has not been included in the price actually paid.
Ascertaining cost of tooling: Purchase cost to importer from unrelated seller or manufacturing cost after adjusting depreciation if previously used.
Apportioning cost of tooling: 
Cost of tooling = Rs.100000 (Total cost to importer)
Expected units to be produced = 20000 units
Importer import = 1000 units in first lot
Three options available:
· Option 1:  Apportioned Cost = (100000/20000)*1000 = Rs. 5000
· Option 2: Importer may request to add or include Rs 1 lacs in the first lot of 1000 units.
· Option 3: If only 10,000 units are to be exported, then importer may request to add of include as: (1, 00,000/10,000)*1000=Rs.10000 in the first lot of 1000 units.
Services/documents/technical know-how – supplied by the buyer:
These are includible in TV if under taken outside India. Purchasing/Lease cost or cost of provisioning abroad is considered. Take apportioned cost if same development works undertaken for more than one job. If importer himself did the job, cost calculated based on practices and accounting methods of importer.
3) Royalties & License fee:
Payment for patents, trademarks, copyrights if payable as a condition of sale is includible in AV but Right of reproduction of IG in country of importation is not includible. 

4) Sale proceeds from subsequent resale/ disposal/ use:
Includible if sale proceeds accrue to seller directly or indirectly.
Note: Dividend payments from buyer to seller doesn’t relate to IG therefore not includible.

5) Other payments:
Payment is made as condition for sale & by the buyer to seller or to 3rd party on behalf of seller. 
Note: Activities taken by buyer like testing in foreign country on his own account which is not mentioned in contract will not be includible in AV.

Rule 10(2) Value of the imported goods shall include:

	Particulars
	 Ascertainable
	Not Ascertainable

	COT
	Actual charges but in case of air restricted to 20% of FOB
	20% of FOB

	COI
	Actual charges
	1.125% of FOB

	Landing charges
	1% of CIF
	1% of CIF



Note: Ship demurrage charges, lighterage or barge charges are includible in COT.  
Note: Clearance from port on entry to ICD/CFS not includible.
Note: Landing charges of 1% covers up all aspects of landing in totality (all Loading & Unloading).

Rule 11- Declaration by Importer
The importer shall furnish declaration disclosing full & accurate details & info called by PO.

Rule 12- Rejection of declared value by proper officer
The PO can raise doubts based on certain reasons which may include:
1) Identical or Similar goods imported at significantly higher value at or about same time.
2) Abnormal discount or abnormal reduction from ordinary competitive price.
3) Wrong declaration of description, quality, quantity, country of origin, year of manufacture.
4) Non declaration of specification that have relevance to value like brand, grade etc.
5) Fraudulent or manipulated documents.

Custom Valuation (Determination of price of export goods) Rules 2007
Rule 3: Determination of the method of valuation
Value of goods shall be the transaction value.
Value shall be determined by proceeding sequentially through rules 4 to 6.

Rule 4: Determination of export value by comparison
1) Value shall be TV of goods of like kinds and quality exported at or about same time to other buyers in the same destination country or in its absence another destination country.
2) The proper office shall make adjustments of the following in the above value:
· Difference in date of export
· Difference in commercial levels and quantity levels
· Difference in composition quality and design.
· Difference in domestic freight and insurance charges
Rule 5: Computed Value method
If value can’t be determined under rule 4, it shall be based on Cost of production, charges for design & brand, amount towards profit.

Rule 6: Residual Method
If value can’t be determined under rule 4 & 5, then value calculated using reasonable means. Provided that Local Market price shall be the basis for determining the value of export goods.

Rule 7- Declaration by Exporter
The exporter shall furnish declaration disclosing full & accurate details & info called by PO.

Rule 8- Rejection of declared value by proper officer
The PO can raise doubts based on certain reasons which may include:
1) Significant variation in value between goods under valuation & like goods.
2) Significant higher value compared to Market value of like goods.
3) Mis-declaration of goods in parameter such as description, quality etc.

Relevant date for Rate of Duty and tariff Valuation 
1) In case of goods entered for export – date on which PO makes an order for clearance and loading of goods for exportation
2) In case of any other goods (Smuggled goods) – Date of payment of duty.

Date for Rate of exchange (determined by CBEC) – Date on which shipping bill or bill or export presented u/s 50.



Warehousing
Warehousing is done in case importer does not want to clear the goods immediately due to lack of storage facilities, early shipment, non-availability of funds, Intention to trade in said goods.
No duty is payable at the time goods are warehoused.
At ay warehousing station (a place declared by board), the AC may appoint public warehouses.

Licensing of private warehouses (Just to facilitate EOU)
At any warehousing station, the AC of customs may license private warehouse where dutiable goods stored, in respect of which facilities for deposit in public warehouse are not available may be deposited.

The AC may cancel license in following cases:
Case 1: If licensee has contravened any provision of act: His license suspended by AC pending an enquiry where the license should be cancelled. Provided that he is given opportunity of heard & there is no minimum period of notice.
Case 2: In all other cases there is no need to give opportunity of being heard but 1 month notice. 
Note: When the license of private warehouse is cancelled, the owner of any warehoused goods shall remove the goods within 7 days from date of cancellation.

Warehousing Bond
The importer shall execute a bond himself in a sum equal to twice the amount of duty assessed on such goods: to observe all the provisions of the act and to pay all the duties & interest, rent & charges, penalties.
AC may permit importer to enter into a general bond in such amount as AC approve in respect of warehousing of goods to be imported within a specified period.
A bond executed shall continue in force even if transfer of goods to other person or removal of goods to other warehouse; provided PO accepts a fresh bond.

Clearance Order u/s 60 for deposit of goods in Warehouse
The PO may permit the deposit of goods in warehouse if all the conditions are fulfilled.

Warehousing Period and Interest
	Description
	Goods to be used in EOU
	Other than EOU

	Warehousing period
	5 years(for CG)/3 years (other goods) from date of Warehousing order u/s 60
	1 years from date of warehousing order u/s 60

	Extension (if goods not likely to deteriorate & sufficient cause shown)
Note: extension only when circumstances beyond control of importer. Lack of finance to pay the duty not considered.
	5 years/3 years can be extended further 
-By CC for such period as he may deem fit.
	1 year can be extended further:
· By CC  for max 6 months
· By Chief CC for such period as he may deem fit

	Reduction of aforesaid warehousing period (if goods are likely to deteriorate)
	The said period of 5 years/3 years can’t be reduced.
	1 year may be reduced by CC as he deems fit

	Interest on such warehoused goods
	When goods remain beyond 5 or 3 years (whether due to extension or otherwise), Interest @ 15% from expiry of that period to date of payment. 
	When goods remain in warehouse beyond 90 days, Interest @15% after expiry of 90 days.


Note: Board may waive interest in public interest.
Note: No interest is payable at the time of clearance of goods from warehouse if no duty is payable.
Note: For calculation of interest, the period commences from the date of actual warehousing not from date of order u/s 60.

Circular
Section 47(2) (Payment of interest if importers fails to pay duty within 5 days from the date on which B/E returned to him for payment of duty) is not attracted in case of clearances made u/s 68 (Goods cleared from warehouse to home consumption). However these goods are liable to Interest u/s 61(2) when they remain in warehouse for more than 90 days or3/5 years from actual warehousing date. Both section 47(2) and 61(2) are mutually exclusive.

Units other than 100% EOU
Commissioner of customs can extend the period of warehousing for a period up to 6 months and further extension granted by Chief CC. Such extensions are granted in deserving cases for a not more than 3 months at a time.
However, in case of units operating under manufacture in Bond scheme and building and fitments to ship, PO may consider granting the extension of warehousing period for a period greater than 3 months if satisfied goods won’t deteriorate.
Control of PO over warehoused goods
· These goods are subject to control of PO.
· No person shall enter warehouse or remove any goods from there without permission of PO.
· PO can cause any warehouse to be locked with lock of customs Dept. and no person shall remove or break such lock.
· PO has access to every part of warehouse and power to examine goods therein.

Payment of rent and warehousing charges
Owner of goods shall pay warehouse keeper, rent & warehousing charges at rates fixed under law.
If rent or charges not paid within 10 days from date they became due, the warehouse keeper may after notice to owner of goods & with permission of PO sell such sufficient portion as keeper may select.

Owner’s right to deal with warehoused goods
With sanction of PO, & payment of prescribed fees, owner of goods may before or after warehousing the same: 
· Inspect the goods.
· Separate damaged or deteriorated from rest.
· Sort the goods or change their containers for purpose of preservation, sale, export or disposal.
· Deal with goods & their containers to prevent loss or deterioration or damage to goods.
· Show the goods for sale.
· Take samples of goods w/o entry for HC and w/o payment of duty (if PO permits).

Permissible Removal of goods from the warehouse
The warehoused goods can be removed for transfer from one warehouse to another; clearance for HC; clearance for exportation; removal as sample after permission; and after payment of duty.

Note: Samples can be removed after permission of PO w/o payment of duty, filing B/E, C/O u/s 68 if these will be restored. However if these won’t be restored, they can be removed only after filing B/E, paying duty & C/O u/s 68.

Removal of goods from one warehouse to another
The owner may with permission of PO remove from one warehouse to another subject to conditions prescribed for due arrival of such goods at the new warehouse to which removal is permitted.

Sec 69- Clearance of warehoused goods for exportation
Any warehoused goods can be exported without payment of import duty if a shipping bills or bill of export or postal export declaration document is presented; export duties, penalties, rent & other charges have been paid; order of clearance for exportation made by PO.
However if CG is of the opinion that warehoused goods are likely to  be smuggled back into India, it may direct such goods shall not be exported w/o payment of duty or may be allowed subject to restriction & conditions as specified.

Allowance in respect of Volatile goods
When any notified warehouse goods, at the time of delivery from a warehouse are found to be deficient in quantity on account of natural loss, the AC may remit duty on such deficiency.
This section applies to warehoused goods notified by CG having regard to their volatility and manner of storage e.g. aviation fuel, motor spirit, menthol etc.



Goods improperly removed from warehouse
Where any goods are removed in contravention of section 71 (Permissible removal of goods from warehouse), or where any goods have not been removed from warehouse within permitted time, or where goods have been taken as samples w/o payment of duty;
The PO may demand and owner shall pay the full amount of duty with interest, rent, penalties etc.
If any owner fails to do so, PO may detain and sale such sufficient portions as he may select after notice to owner.

Cancellation & return of the warehousing bond
When goods covered by any bond executed u/s 59 cleared for HC or exported or relinquished or are otherwise duly accounted for, and all the amounts due have been paid, the PO shall cancel bond and shall deliver it on demand to the person who executed it.

Manufacture and other operation on to goods in a warehouse
With sanction of AC and subject to conditions and payment of prescribed fees, the owner can carry manufacturing process and other operations on warehoused goods. 
Where in the course of operation, there is any waste, following provision shall apply:
· Goods resulting from such operations are exported:
Import duty shall be remitted on the quantity of warehoused goods contained in so much of the waste as arising from the operations carried on the goods exported. However, this remission is allowed only if such waste is destroyed or duty is paid on such waste as if it had been imported into India in that form.
· Goods resulting from such operations are cleared for HC:
Import duty shall be charged on the quantity of warehouse goods contained in so much of the waste arising from the operations carried in relation to the goods cleared for home consumption.

Rate of Import duty on import of fabrics: 20%
Rate of import duty on import of waste & scrap of fabric: 8%
Input/output ration 1:1 i.e. 1 meter fabric = 1 shirt

Case 1
Fab    ----   R.G
1000 M ---- 950  


Mumbai Custom Port

Import of 	T/f	950 shirts
   Fabric	to bonded	Exported to
	(1000 m)	W/H	     China
	(No Import Duty)
	Cutting of fabrics (50M)


Cleared for Export
Destroyed
Cleared for HC





	No payment of 	No payment of ID @ 20%	No payment	
	ID @ 20%	   But liable to ID @ 8% 	of Export duty
	Deeming fiction



Case 2
Fab    ----   R.G
1000 M ---- 950  


Mumbai Custom Port

Import of 	T/f	950 shirts
   Fabric	to bonded	  issued for
	(1000 m)	W/H	      HC
	(Liable to ID@20%)
	Cutting of fabrics (50M)


Cleared for Export
Destroyed
Cleared for HC





	Liable to Import 	Liable to Import		No Import
	Duty @ 20%	   	Duty @ 20%		  Duty


Power to exempt import materials used in the manufacture of goods in the warehouse
Where imported materials are used in manufacture of any goods & rate of import duty on such imported materials exceeds rate of duty levied on FG & CG is of the satisfied it is necessary to give protects to FG for development of domestic industry
The CG may exempt the imported material from whole or part of excess duty.

Warehousing Without warehousing
· In case of Incomplete Bill of Entry:
If importer makes declaration that he is unable to furnish all the particulars of the goods, the PO may, pending the production of such information, permit the deposit of goods in public warehouse.
· In case B/E filed but goods are not cleared within reasonable time:
If imported goods are entered for HC but can’t be cleared within a reasonable time, pending the clearance, such goods may be permitted to be stored in public warehouse for a period of maximum 30 days. Provided CC may extent the period for 30 days at a time.
· In case goods are to be exported as store:
Where B/E filed & importer makes & subscribed to declaration that goods are to be supplied as stores to vessels or aircraft w/o payment of import duty, then the Poo may permit such goods to be warehoused without being assessed to duty i.e. without execution of bond.


Import Export Procedure
IMPORT PROCEDURE
Normal provisions are applicable to goods imported by sea, air, or land.
Special provisions are applicable to goods imported by post, passenger as baggage, ship stores.



Normal provisions
Sec 29-Arrival of vessels & aircrafts in India
Calling at custom port & Landing at airport only unless permitted by board. The person in charge should be responsible.
Any goods imported by land route (other than approved routes) shall be liable to confiscation. 
Above provision N/A if vessel or aircraft is compelled by accident, stress of weather or other unavoidable cause. Provided that Person-in-charge have following obligations:
· He will report the arrival to the nearest custom officer or officer in charge of police station, & produce log book (origin to destination record) if demanded.
· He shouldn’t allow unloading w/o permission, and should not allow any passengers or crews to leave vicinity of vessel or aircraft. However goods can be removed and passenger & crews can be allowed to depart if necessary for health, safety & preservation of life & property.
· He should comply with the directions given by such officers.

Sec 30- Delivery of Import manifest or Import report
Person in charge or other person notified by CG (Agent/Branch offices in India) shall deliver to PO:
In case of Vessel/Aircraft – An import manifest electronically before arrival.
In case of vehicle – An import report within 12 hours of arrival
Provided CC may allow IM to be delivered in other manner if not possible to deliver electronically.

IF IGM not delivered within specified time & PO satisfied that there was no sufficient cause, Person in charge shall be liable to a penalty not exceeding 50,000.
IF PO satisfied that Import manifest or import report is incorrect or incomplete & there was no fraudulent intention, he may permit it to be amended or supplemented.

Contents of IGM/IR
(I) it has to be in four parts:
· General declaration: particulars about the name of vessel, last port of call, port of arrival, date & time of arrival, name, nationality of master etc.
· Cargo declaration: separately mention arms, ammunition, explosives, Gold & silver etc.
Cargo should be categorized into: cargo to be landed, unaccompanied Baggage, Cargo to be transhipped, & Retention Cargo/Bottom Cargo/ Goods in Transit.
· Vessel Store List
· List of private property in possession of Crew
(II) It should be delivered in Duplicate
(III) It should cover all goods carried by the conveyance.

Sec 31- Imported Goods not to be unloaded from vessel until entry inwards granted
The master of vessel shall not permit unloading until an order has been given by PO granting Entry Inwards to such vessel. This is specified only for vessel not for aircraft or vehicles.
No Entry Inwards shall be granted until the importer manifest has been delivered or valid reason given for not delivering it.
This provision is N/A for unloading of baggage accompanying a passenger or crew member, mail bags, animals, perishable goods & hazardous goods.

Sec 32 – The imported goods can’t be unloaded unless they are mention in IGM for being unloaded.
Sec 33 – No imported goods shall be unloaded or no export goods loaded at any place other than approved place/Landing place/Wharf/Quay.
Sec 34 – Goods not be loaded or unloaded except under supervision of Custom officer.

Section 35 – Boat Note
(1) Where a ship or vessel is not in a position to get a berth at the bay side then they are anchored at the moorings within the harbour.
(2) Where a vessel has to unload a very small cargo it would not be prudent to spend time in getting berth in the port. In such cases, small boats are used to bring the goods from ship to harbour.
This section provided that:
· Boat should be accompanied by Boat Note prescribed.
· A boat note is required to be issued by PO. Where CC is satisfied that it is necessary to do so, CC may authorize an exported or his agent to issue a Boat Note.
· It is maintained in duplicate and is serially numbered. It is in prescribed form.
· During export, if small cargo to be loaded in ship through small boat, no Boat note required.
· Boat note also required for transhipment of cargo.

Sec 45 – Restrictions on custody & removal of imported goods
· Until the IG are cleared for HC or are warehoused or trans-shipment, they shall remain in the custody of such person as may be approved by CC. Such person is called Custodian.
· It is the responsibility of Custodian to maintain a proper record of goods received from carriers & not to permit goods to be removed from customs area or allow them to be dealt with otherwise except under specific permission of the Custom authorities.
· If any imported goods are pilfered after unloading in any custom area (while in the custody of custodian), such custodian shall be liable to pay duty on such goods. Thus in respect of Pilfered goods loss of revenue is compensated by custodian & duty paid at the rate prevailing on the day of delivery of IM or IR to PO. 

Sec 46 – Filing of Bill of Entry
· The importer shall make entry by presenting electronically to PO a bill of entry for HC or warehousing. Provided CC may allow any other manner if electronically not possible.
· If importer make & subscribes to a declaration before PO, that he is unable to provide full information of the goods under this section, The PO may pending the production of such info, permit him, previous to filing of the bill of entry, to examine the goods in presence of CO or deposit the goods in public Warehouse without warehousing the same.
· The B/E may be presented any time after the delivery of Import Manifest or Import report. However, the CC may allow in special circumstances to present B/E before delivery of such report if the vessel or aircraft carrying the goods is expected to arrive within 30 days of such presentation.
Note: No need to file bill of entry in case of Goods in Transit or trans-shipment.

Sec 47 – Clearance of goods for HC
Where PO satisfied that any goods entered for HC are not prohibited goods and importer has paid the duty, if any assessed thereon, and any charges payable under the act, the PO may make an order permitting clearance of goods for HC.

Interest on Non-payment: Where importer fails to pay import duty within 2 working days from the date on which B/E is returned to him for payment of duty, he shall pay interest @ 15% on such duty.

CG may notify in OG, class of importers who shall pay duty electronically which is as follows:
(I) Importer registered under Accredited Clients Programme (ACP)
(II) Importers paying custom duty of one lakh rupees or more per bill of entry.

Accredit Client Programme (ACP)
· ACP is a component of Risk management system.
· It is a separate category of importers whom assured facilities would be provided e.g. (a) no physical verification of goods during clearance of goods but some B/E may be selected for post clearance Audit, (b) Separate counters, (c) Faster clearance of goods & preferential benefits.
· Criteria to register under ACP: 
(a) In Previous F.Y, AV of imported goods is 10 crores or more, OR Import duty paid is 1 crore or more.
(b) Number of B/E filed is 25 or more in Previous Financial Year.

Sec 48: Sale of imported goods if not cleared within 30 days
If IG are not cleared for HC or warehoused or trans-shipped within 30 days from the date of unloading or within such further time as PO may allow, Or if the title of any IG is relinquished, such goods may after notice to importer and with the permission of PO be sold by the person having custody thereof. Animals, perishable goods & hazardous goods may with the permission of PO be sold at any time. Arms and ammunition may be sold at such time and place and in such manner as CG may direct.

Procedure for sale of goods and application of sale proceeds:
· Where goods are to be sold under the Act, they shall after notice to owner thereof, be sold by public auction or by tender or with consent of the owner in any other manner.
· Proceeds shall be applied 
1) Firstly to payment of expenses of sale.
2) Next to payment of freight & other charges.
3) Next to payment of duty if any on sold goods.
4) Next to payment of charges in respect of goods sold.
5) Next to payment of any amount due from owner of the goods to CG under this act.
6) Balance if any then shall be paid to the owner.
Provided if not possible to pay the balance of sale proceeds to owner of goods within six months from the date of sale or such further period as CC may allow, such balance shall be paid to CG.



Export Procedure

Sec 50 – The exporter shall make entry by presenting electronically to PO in case of goods to be exported by vessel or aircraft, a shipping bill and in case of goods to be exported by land, a bill of export. Provided where not feasible, CC may allow other manner than electronically.
Documents submitted are processed by Custom authorities & following are checked:
· Value and classification of goods.
· Export duty or cess applicable.
· Exportability of goods under EXIM policy.
Sec 51 – After shipping bill is passed, goods are presented to appraiser in Dock for examination. After verification of the contents & being satisfied that goods aren’t prohibited for export & export duty is paid, goods will be permitted for clearance by giving LET SHIP OR LET EXPORT ORDER.
Sec 39 – Entry Outward – The master of vessel shall not permit loading of goods other than baggage & mail bags until an order by PO granting entry outwards to such vessel has been given.
Sec 40 – Loading of export Goods – The person in charge shall not permit loading of export goods other than baggage & mail bags unless a shipping bill or bill or export or bill of transhipment is duly passed by PO and handed over to him by the exporter.
Sec 41 – Export General Manifest – The person in charge of a conveyance shall before departure deliver an export manifest by presenting electronically or an export report to PO. Provided CC may allow any other manner if not feasible to deliver electronically.
Note: Import manifest & Export manifest and Bill of entry & shipping bill/Bill of export are required to be filed electronically. However, Import Report and Export report are not mandatory to be filed electronically.
Sec 42 – No conveyance to leave without written order – The person in charge who has brought any IG or loaded any export goods at a custom station, shall not permit the conveyance to depart from the custom station until a written order given by P.O.
 
Rates of Export Duty
Luggage leather – 25%, Hides, skins & leather – 15%, Snake skins & lamb skins – 10%, Steel product 15%, Iron ores – Rs 300 per MT, Chromium – Rs 2000 per MT.

Sec 17 – Assessment of Duty
· Importer entering any IG or exporter entering EG shall self-assess duty if any on goods.
· The PO may verify self-assessment of such goods by examining or testing any IG or EG.
· For verification of S/A, the PO may require production of any contract, broker’s note, insurance policy, catalogue (packing list) or any other doc.
· If it is found that self-assessment not done correctly, the PO may re-assess duty leviable.
· Where any re-assessment by PO is contrary to self-assessment by importer or exporter regarding valuation, classification, exemption or concession; and Assesse does not confirm his acceptance of re-assessment in writing, the PO shall pass a speaking (formal) order on re-assessment within 15 days from the date of re-assessment.
· Where re-assessment has not been done or speaking order has not been passed on re-assessment, the PO may audit the assessment at his office or at the premises of assesse.

Sec 18 – Provisional Assessment of Duty
(1) In spite of anything contained in the act
· Where assesse is unable to make S/A & makes a request in writing to PO for assessment; or
· Where PO deems it necessary to subject Imported goods to any chemical or other test; or
· Where the assesse has produced all docs but PO wants to make further enquiry; or
· Where necessary docs not produced & PO wants to make further enquiry,
The PO may direct that the duty leviable on such goods be assessed provisionally if assesse furnishes such security as PO deems fit for payment of deficiency, if any, b/w duty finally assessed and duty provisionally assessed.
(2) When duty leviable is assessed finally ( or re-assessed by PO), then
· In case of goods cleared for HC or exportation, amount paid as provisional duty shall be adjusted against duty finally assessed. If the amount paid falls short of or in excess of duty finally assessed or re-assessed, the assesse shall pay the deficiency or be entitled to refund.
· In case of warehoused goods, where final duty is in excess provisional duty, the PO may require the importer to execute a bond equal to twice the amount of excess duty.
(3) The assesse shall be liable to pay interest on any amount payable to CG, consequent to final assessment or re-assessment order @ 18% from the first day of the month in which duty is provisionally assessed till the date of payment thereof.
(4) If any refundable amount is not refunded within 3 months from the date of assessment of duty finally or re-assessment of duty, there shall be paid interest @ 6% till date of refund.
(5) The amount of duty refundable & interest thereon shall be paid to the assesse instead of credit to fund if such amount relates to:
· If assesse has paid duty & interest and he has not passed on the incidence of such duty & interest to any other person.
· If duty & interest paid on imports made by individual for his personal use.
· If duty & interest paid on such duty & interest borne by the buyer and he had not passed on incidence to any other person.
· Export duty u/s 26. ( sec 26 – Refund of Export duty in certain cases )
· Drawback of duty payable u/s 74 & 75. (Sec 74 – Drawback on re-export of duty paid goods & Sec 75 – Drawback on imported material used in manufacture of goods that are exported)

Duty Drawback
The re-export of goods imported can be on three occasions:
(a) Sec 74(1) – When goods are sent back as such to foreign country due to goods not conforming to specification of the order, No import permit due to trade restriction, objective of importation was limited to temporary retention in India.
(b) Sec 74(2) – Where goods are sent back after use to foreign country
(c) Sec 75(1) – where the goods are used in the manufacture of other articles for export

Sec 74(1) – Goods capable of easily identified which are imported into India & duty has been paid on such importation. These goods are entered for normal export, export as baggage or export by post, AND the PO has given a clearance order for exportation, then 98% of such duty shall be repaid except as otherwise hereinafter provided, if the goods are identified by AC as the goods which were imported & goods are entered for export within 2 years from the date of payment of duty on importation. However 2 years may be extended by board on sufficient cause being shown. 
Sec 74(2) – The Duty drawback rate in case goods which have been used after importation shall be as fixed by CG with regard to duration of use, depreciation in value etc. 
First notification: No drawback allowed if goods used after importation are wearing apparel, Tea chests, exposed cinematography, unexposed photographic films, paper & plates and x-ray films. 
Second notification: In respect of motor cars or goods imported by individual for his personal or private use, which are used after their importation & which  have been out of Custom control the DBK rate shall be calculated by reducing the import duty paid by following rate:
4%, 3%, 2.5%, 2%  for each quarter or part of quarter, during 1st, 2nd, 3rd, 4th year respectively.
Third notification: In respect of all other goods used after their importation & which have been out of custom control, DBK shall be granted as per following rates:

	Period of Usage
	Notified rate of drawback
	Period of Usage
	Notified rate of drawback

	Up to 3 months
	95%
	12 to 15 months
	65%

	3 to 6 months
	85%
	15 to 18 months
	60%

	6 to 9 months
	75%
	More than 18 months
	NIL

	9 to 12 months
	70%
	
	



Period of Usage: The usage period will start as soon as delivery of goods is taken upon payment of duty and will end on the date of placement of goods before Custom Officer for export clearance.

Instructions related to Identification of goods and determination of use:
· The Export goods are to identified to satisfy AC. This may require examination & verification of various parameters like physical verification of goods emphasising on description, Quantity, Weight, original packing, identifying markings, distinguishing features, correspondence exchanges b/w overseas seller & importer.
· If goods are used after import, same to be determined.
· The AC shall pass a speaking order in all cases giving detailed reason with regard to establishing identity of goods & determination of use while sanctioning Drawback or denying drawback.
· The detailed speaking orders following the principles of natural justice are to be issued in both cases of drawback sanctioned & drawback denial.

Sec 75: Drawback on export of goods after processing. Following aspects to be considered: 
· Goods exported are totally different from input
· Input could be either imported custom duty paid goods or indigenous excise duty paid goods.
· Imported/indigenous excise duty paid goods in final product are not easy verifiable at exportation.
· Inputs might have undergone changes in shape & property.
· Quantity of input per piece of final product may not be uniform & capable of verification at the time of exportation.
The Government fixes a rate per unit of final article or fixed percentage on FOB price of goods to be exported having regard to all the circumstance & facts of the manufacturing industry.

Where it appears to CG that any goods manufactured or processed in India, are entered for export and order permitting loading has been made by PO, Drawback should be allowed of duties of custom on any material used in processing or manufacturing.
No drawback if export value of goods is less than value of imported materials used in manufacture or processing or if export value of such goods is not more than such percentage of value of imported materials used in manufacturing or processing of such goods as CG may specify.
However if drawback has been allowed but sale proceed are not received in time under FEMA, such drawback shall be recovered and shall be deemed never to have been allowed except under such circumstance or conditions are CG may specify.
Sec 75A: Interest on drawback
If drawback payable not paid within one month of filing a claim, interest @6% along with the drawback shall be paid from expiry of said one month till the date of payment. 
If any drawback has been paid erroneously or it become recoverable, the claimant shall pay within 2 months from the date of demand. Otherwise he shall pay interest @18% from the date of payment of such drawback to the claimant till the date of recovery of such drawback.
Sec 76: Prohibition on Drawback
No drawback if market price of goods is less than the amount of duty drawback thereon or where the drawback due is less than Rs.50.
Note: Market price of goods is relevant consideration for getting drawback not the price which the exporter expects to receive from the overseas purchaser.
If CG is of the opinion that goods may be smuggled back to India, it may direct that drawback shall not be allowed or shall be allowed subject to conditions (like bond execution).
Difference b/w Sec 74 (imported goods sent back w/o processing whether as such or after use) & sec 75 (when goods whether imported or indigenous used in processing of goods to be exported)
	Section 74
	Section 75

	Covers only Custom duty
	Covers both customs & excise duty

	Rate @ 98% or specified rate
	Specified rate – all industry rate, brand rate, special brand rate

	Based on import duty actually paid
	Based on averages consumption (theoretical)

	Goods should be easily identifiable
	No such condition

	No manufacturing or process
	Manufacturing or process is must

	Available for export made as cargo, baggage, postal parcel
	Available for export made as cargo or postal parcel

	Proof for payment of duty
	No such proof

	Quantum determined for each export
	Quantum predetermined by CG by sending officers to factory

	No link with Cenvat
	Linked with Cenvat

	No comparison of import & export value
	Comparison of Import value with export value

	No need at all
	Dept. should be given access to factory & cost sheet

	Available on all goods
	Available on notified goods

	No condition to received Foreign currency
	Foreign currency must be received



Minimum rate of duty drawback – No amount or rate of duty drawback shall be determined for goods the amount or rate of duty drawback of which would be less than 1% of FOB except where the amount of drawback per shipment exceeds Rs.500.
Maximum rate of duty drawback – Drawback amount or rate shall not exceed on third of the market price of the export product.
Customs, Central Excise duties & ST drawback Rules, 1995
Export means taking out of India, taking out from DTA to SEZ, loading of stores or equip. to vessel or aircraft which is proceeding to foreign port.

In determining the All industries Rates (usually a fix percentage of FOB price), the CG shall give regard to average quantity or value of goods ordinarily produced in India, average quantity or value of imported or excisable materials used in production, average amount of duties paid on materials used in manufacture of semis/components/intermediate/waste/packing, average tax paid on taxable services, other relevant info.

A claim for drawback in case of goods exported other than by post shall be filed within 3 months from the date on which an order for clearance & loading of goods for exportation made by PO.
AC may extend 3 months by 3 months (Fee will be 1% of FOB or 1000 whichever is less) & then commissioner by 6 months (Fee will be 2% of FOB or 2000 whichever is less).

Brand Rate
Where no amount of drawback has been determined within 3 months from relevant date for determining rate of duty & tariff valuation, apply in writing to CCE or CCCE for determination.
AC may extend 3 months by 3 months (Fee will be 1% of FOB or 1000 whichever is less) & then commissioner by 6 months (Fee will be 2% of FOB or 2000 whichever is less).
Special Brand Rate
Where the exporter finds that the rate of drawback is less than 80% of the duties or taxes paid on material used in production of said goods, he may within 3 months from the relevant date for determining rate of duty & tariff valuation, make an application to CC or CCCE for determination stating all relevant facts including the proportion in which materials used in production & duties paid on such materials.
AC may extend 3 months by 3 months (Fee will be 1% of FOB or 1000 whichever is less) & then commissioner by 6 months (Fee will be 2% of FOB or 2000 whichever is less).
Supplementary Claim
Where exporter finds that amount of drawback paid to him is less than what he is entitled to on the basis of amount of drawback determined by commissioner, he may prefer a supplementary claim.
Claim to be filed within 3 months from date of determination of all industry rate, date of communication of brand or special brand rate, date of payment or settlement of original claim by PO; as the case may be.
AC may extend 3 months by 3 months (Fee will be 1% of FOB or 1000 whichever is less) & then commissioner by 6 months (Fee will be 2% of FOB or 2000 whichever is less).

BAGGAGE
Baggage rate: 35% + Educational & SHE Cess @ 3%
It includes unaccompanied baggage but doesn’t include motor car or articles under import licence. 
The owner of any baggage shall make declaration of its contents to PO for purpose of clearing it.
Document for clearance of baggage: A simple “declaration of contents” u/s 77 is required.
The rate of duty & tariff valuation shall be as prevailing on the date on which declaration u/s 77 filed.
Exemption to bona fide baggage: The PO may pass free of duty any article in baggage in respect of which he is satisfied that it has been in passenger’s use or it is for the use of the passenger or his family (but only up to specified limit).
A laptop brought as baggage by person over 18 years of age is fully exempt.
Temporary detention of Baggage: When baggage contains dutiable or prohibited item in respect of which true declaration has been made u/s 77, the PO may at the request of the passenger detain such article for purpose of being returned to him on his leaving India, or other passenger authorised by him and leaving India, or as cargo consigned in his name. 
Baggage Rules, 1998
Resident means a person holding passport & residing in India.
Family means all persons residing in same house.
Tourist means a person who enters India for stay not more than 6 months in 12 months period for legitimate non-immigrant purposes such as touring, recreation, sports, health, study, business etc.
Professional equipment means such portable equipment as required by profession and shall not include items of common use such as cameras, pc etc.
Note: The free allowance of one passenger shall not be pooled with free allowance of other. 

· Rule 3: Passenger returning from countries other than Nepal, Bhutan, Myanmar or China.

	Status
	Articles allowed free of duty as bona fide.

	Age ≥ 10 years & stay abroad > 3 days
	(a) Used personal effect for daily necessities excluding Jewellery.
(b) Articles up to value of 35000 if carried on the person or in accompanied baggage. 

	Age ≥ 10 years & stay abroad ≤ 3 days 
	(a) Used personal effect for daily necessities excluding Jewellery.
(b) Articles up to value of 15000 if carried on the person or in accompanied baggage.

	Age < 10 years & stay abroad > 3 days
	(a) Used personal effect for daily necessities excluding Jewellery.
(b) Articles up to value of 15000 if carried on the person or in accompanied baggage.

	Age < 10 years & stay abroad ≤ 3 days
	(a) Used personal effect for daily necessities excluding Jewellery.
(b) Articles up to value of 3000 if carried on the person or in accompanied baggage.



· Rule 4: Passenger returning from Nepal, Bhutan, Myanmar or China other than by land route

	Status
	Articles allowed free of duty as bona fide.

	Age ≥ 10 years & stay abroad > 3 days
	(a) Used personal effect for daily necessities excluding Jewellery.
(b) Articles up to value of 6000 if carried on the person or in accompanied baggage. 

	Age < 10 years & stay abroad > 3 days 
	(a) Used personal effect for daily necessities excluding Jewellery.
(b) Articles up to value of 1500 if carried on the person or in accompanied baggage.


· Rule 5: Professionals returning to India
Indian passenger engaged in profession abroad on his return shall be allowed following clearance free of duty in addition to what he is allowed in above Rule 3 & Rule 4.

	Status
	Articles allowed free of duty as bona fide.

	After at least 3 months
	Used household articles up to 12000.
Professional equipment up to 20000.

	After at least 6 months
	Used household articles up to 12000.
Professional equipment up to 40000.

	After minimum 365 days during preceding 2 years on termination of work & who hasn’t availed this concession in preceding 3 years
	Used household articles & personal effects which have been in possession & use abroad of passenger or his family up to 75000.



· Rule 6: Jewellery
[bookmark: _GoBack]Indian passenger residing abroad for over 1 year shall be allowed jewellery free of duty up to Rs.50000 by a gentleman passenger & Rs.100000 by lady passenger.
Note: If a person has gone abroad, he should take export certificate while taking out jewellery or camera otherwise duty will be levied while bringing back goods. 

· Rule 7: Tourists
	Status
	Articles allowed free of duty as bona fide.

	Tourist of Indian origin coming other than by land route
	Used personal effects & trade souvenirs if meant for personal use of tourist & consumed during stay or re-exported.

	Tourists of foreign origin other than Pakistani origin coming by air
	Used personal effects 
Article up to 8000 for person use or as gifts or travel souvenirs

	Tourists of Pakistani origin coming other than by land route & Pakistani/foreign/Indian coming by land route.
	Used personal effects 
Article up to 6000 for person use or as gifts or travel souvenirs



· Rule 8: Transfer of residence
A person transferring his residence to India is allowed duty free clearance in addition to allowed in rule 3 & rule 4.
	Article allowed free of duty
	Status
	Relaxation

	Used personal & household articles & jewellery up to 10,000/20000 (gentleman/ladies).

	Minimum stay of 2 years abroad preceding date of his arrival.
	Shortfall of 2 months can be condoned by AC on accounts of terminal leave or vacation or other special circumstances

	
	Total stay in India on short visit during 2 preceding years should not exceed 6 months.
	CC may condone visits in excess of 6 months in deserving cases

	
	Passenger hasn’t availed this concession in preceding 3 yrs.
	No relaxation

	Jewellery taken out earlier by passenger or family member
	Satisfaction of AC that jewellery taken out earlier.
	



Rule 9: Provision regarding unaccompanied baggage.
These rules are applicable to unaccompanied baggage except when specifically excluded.
The unaccompanied baggage had been in possession abroad of passenger & is dispatched within 1 month of his arrival in India or within such further period as AC may allow.
The unaccompanied baggage may land in India up to 2 months before arrival or within such period no exceeding one year.

Transit & transhipment 
Transit & transhipment does not include baggage, post & stores.
Goods in transit mean goods remaining in the very ship for unloading at another port. Thus, goods are to be continued on the same conveyance. These are allowed to be transited w/o payment of duty.
Goods in transhipment means that the goods are not intended to be landed at the port; instead they would be unloaded for reloading in another ship. A bill or declaration of transhipment made before the PO.
Coastal goods mean goods, other than imported goods, transported in a vessel from one part of India to another.

Import-Export by Post
Any label or declaration accompanying the goods which contains description, Quantity & value shall be deemed to be an entry for import or export.
Rate of duty & tariff valuation applicable to goods imported by post shall be rate in force at date on which postal authorities present a list of goods for assessment of duty to PO. Provided that if goods imported through vessel & list of goods presented before arrival of vessel, the list shall be deemed to have been presented on the date of arrival.
In case of export, rate of duty & tariff valuation shall be at the date on which exporter deliver goods to postal authorities for exportation.
Parcel bill: A label/declaration accompanying the goods. It is prepared in 3 copies for foreign post office, for custom department, for addressee. 

Seizure & Confiscation
Sec 110: Seizure of goods, documents & things:
· IF PO believes that goods liable for confiscation, he may seize such goods. If is not practicable, the PO may order owner that he won’t remove or deal with goods w/o PO’s permission.
· Where any goods seized but no notice within 6 months of seizure, the goods shall be returned to person from whose possession they were seized. CC may extend six months on sufficient cause.
· The PO may seize any documents or things which he thinks are relevant & will be useful.
· The person from whose custody documents seized, can make copies thereof or take extracts in presence of custom officer.
Sec 110A: Provisional release of goods, documents, things seized pending adjudication
· Goods, documents, things seized pending order of adjudicating authority may be released to owner on taking a bond from him with security & conditions as adjudicating authority requires.
Sec 122: Adjudications of confiscations and penalties
In this chapter, any confiscation or penalty shall be adjudged:
· Less than Rs.50 thousand : by Gazetted officer of customer lower in rank than AC
· Up to Rs.5 Lacs  by AC of customs
· Without limit by CC or JC of customs
Sec 122A: Adjudication procedure
The AA shall give opportunity of being heard to party if party desires so.
The AA if sufficient cause shown shall grant time or adjourn the hearing for reasons recorded in writing. But no such adjournment shall be granted more than three times to a party.
Sec 123: Burden of proof in case of seizure of smuggled goods
The burden of proof shall be on
(A) In case seizure is made from possession of any person then on the person from whose possession goods were seized and if any other person claims to be the owner thereof, then also on such other person.
(B) In other cases, on the person who claims to be the owner of the goods.
Sec 124: Issue of SCN before confiscation of goods
The owner or person liable shall be given a notice in writing with prior approval of officer not below the rank of AC informing him the grounds on which it is proposed to confiscate goods or impose penalty. Such person shall be given an opportunity to make representation in writing within reasonable time as may be specified in the notice. He shall be given an opportunity of being heard.
Such SCN or written representation can be oral at the request of the person.
Sec 125: Option to pay fine in lieu of confiscation
The Adjudging officer, he may, in case of prohibited goods, and he shall in case of other goods, give an option to pay fine in lieu of confiscation to the owner (or person from whose possession or custody goods have been seized). However such fine shall not exceed the market price of the goods confiscated, less duty chargeable in case of imported goods. Where any such fine imposed, the owner or liable person shall in addition to fine pay duty & charges payable in respect of such goods.
Sec 126: Where any goods are confiscated, such goods thereupon vest in CG & officer adjudging shall take and hold possession.
Difference b/w seizure & Confiscation
	Seizure
	Confiscation

	It is preliminary to confiscation
	It is subsequent to seizure

	Government is custodian not owner
	Government becomes owner

	No need for SCN
	SCN required

	Related documents & things also seized
	Documents are not confiscated

	No duty or fine liability
	Followed by fine & duty

	Only perishable & hazardous goods sold
	All goods can be sold because belongs to CG

	It can’t be avoided by paying fine
	Option to pay fine in lieu of confiscation

	Goods release if no SCN within 6 months
	Release won’t arise till redemption fine paid

	Samples taken before seizure
	Samples not taken before confiscation

	No monetary limit prescribed for seizure
	Money value fixed for various ranks of officers


Miscellaneous
· The certificate issued by CA is merely a piece of evidence acknowledging certain facts. It would not automatically entitle a person to refund in absence of any other evidence.
· Power to arrest in customs act: An officer of custom empowered by CC by general or special order can arrest a person whom he has reason to believe is liable for evading duty or importing prohibited goods or dealing in goods liable for confiscation. The officer can arrest him & inform him ground for arrest. Person arrested has to be forwarded to Magistrate within 24 hours.
· Power to summon persons under custom act: A gazetted officer of customs shall have power to summon any person to present himself or produce a document or other thing in any inquiry which the officer is making. All persons summoned shall be bound to attend personally or by an authorized agent and state the truth, make statement, produce documents & other things.
· Power of officers to take samples: The authorised custom officer is empowered to take samples on entry & clearance of goods or any time during which goods passes through customs area, in presence of owner or his agent for examination/testing/valuation. After fulfilment of purpose, samples as far as practical are restored to owner. But if owner fails to take delivery within 3 months, samples are disposed of. No duty on samples if they are consumed or destroyed in course of test or examination. They are necessary to assess goods for import/export.

Classification of goods
The custom tariff has set of 6 rules for interpretation of the tariff schedule & 3 general explanatory notes. These are integral part of the schedules. The purpose of their inclusion is to give clear direction as how the nomenclature of the schedule is to be interpreted and to give statutory force to the interpretation rules & general explanatory notes. Rule 4 of the rules of interpretation is akin rule. This rule lays down that goods which can’t be classified in accordance with rule 1, 2, 3 shall be classified under heading appropriate to the goods which they are most akin (similar).
Standard unit of quantity: It is prescribed to facilitate the collection, comparison & analysis of trade statistics. The unit of measure is indicated by abbreviation like CC, CM, G (grams), and MT.
Rule 1 of general rules of interpretation states that titles of sections, chapters & sub-chapters are provided for ease of reference only. For legal purposes, classification shall be determined according to the terms of headings and any relative section or chapter notes & provided such headings or chapter notes do not otherwise require, according to the subsequent rules.

Administrative aspects
CBEC is empowered to appoint inland container depots and land custom stations. The Commissioner of customs is empowered to specify limits of custom area.
CBEC is empowered to appoint such persons as it thins fit to be officers of customs. The board may authorize a CCC, CC, JC, and AC to appoint officers of customs below the rank of AC.
Officer of customs may exercise the powers and discharge duties conferred or imposed on them under this act subject to conditions & limitation as board may impose. He may also exercise powers & discharge duties imposed under this act on officer subordinate to him. However Commission (Appeals) shall not exercise the powers & discharge duties other than those specified for him.
The CG may by notification in OG entrust conditionally or unconditionally to any officer of CG or SG or local authority any functions of the board or officer of customs.

Foreign Trade Policy
Foreign trade police: FTP is a set of guidelines or instructions issued by CG in matters related to import and export of goods in India. It aims at developing export potential, improving export performance, encouraging foreign trade, & creating favourable Balance of payment position.
Governing legislation for FTP: In India, Ministry of Commerce and Industry governs the affairs relating to promotion and regulation of foreign trade. The main concerning legislation is Foreign trade (Regulation & development) Act, 1992. In exercise of powers conferred under this act, the Union Ministry of Commerce & industry, GOI announces the integrated FTP in every 5 years with underlined objectives. The policy is updated every year in April, in addition to changes made throughout the year.
Administration of FTP: The FTP is formulated controlled & supervised by office of DGFT. This office is an attached office of Ministry of commerce & industry. DGFT has several offices in country which work on basis of policy formed by HQ in Delhi.
FTP is administered in close coordination with other agencies like CBEC, RBI & state VAT depts.
Linkage of FTP with excise and custom: The FTP is closely knit with customs and Excise. However the policy doesn’t override tax laws. The exemptions extended by FTP are given effect by notifications under tax laws. Thus actual benefit of exemption depends on language in such notification. In most cases the exemption notification will refer to policy provisions for detailed conditions. Ministry of finance/ Tax authorities can’t question the decision of authorities under Ministry of commerce so far as the issue of authorisation is concerned.
Matters in respect of which policies & regulations under FTP are framed: Policy for regulating import export, export promotional measures, Duty remission & duty exemption scheme for promotion of exports, EPCG scheme, EOU/EHTP/STP/BTU schemes, SEZ, deemed exports.
Salient features of SEZ: 
· It is deemed as Separate Island outside India where Inputs, Capital goods and input services can be obtained w/o payment of duties & taxes like CD, ED, CST, VAT, and ST.
· SEZ act 2005 was passed to ensure smooth operation in SEZ & single window clearance.
· SEZ may be setup in public, private or joint sector or by CG or SG jointly or separately.
· Goods procured from India or imported goods shall be authorized for admission to SEZ.
· Goods admitted to SEZ from DTA chargeable to export duty and goods removed from SEZ to DTA liable to custom duty including anti-dumping, safeguard & countervailing duty.
· SEZ could be set up for manufacturing, services, production, processing, assembling, repair etc.
· IT shall be under administrative control of Development commissioner. All activities should be carried out through self-certification procedure.

Important Points:
· If any doubt arises in respect of interpretation of provision of FTP, it shall be referred to DGFT.
· No person may claim an authorization as a right & DGFT shall have power to refuse or grant or renew the same in accordance with provisions of act & FTP.
· IEC is a unique 10 digit code issued by DGFT to Indian companies.
· Waste during manufacture in a SEZ unit can be freely disposed by paying CD w/o any authorization.
· A Customs clearance permit for import of gifts is not required from DGFT if such goods are freely importable. This permit is only required if goods imported as gifts are not freely importable.

Import of Second hand goods: Second hand goods except second hand capital goods are restricted for imports and can be imported only in accordance with provisions of FTP, ITC (HS), procedures, public notice or authorization in this regard. Import of second hand capital goods including re-conditioned spares is allowed freely. However second hand PC, laptop, photocopier m/c, ac, dg sets will be allowed only against an authorization. Import of re-manufactured goods will also be allowed only against an authorization.
Third party Exports: It means exports made by an exporter or manufacturer (third party exporter) on behalf or other exporter. But the following conditions must be fulfilled:
· Shipping bill shall bear the name of both the parties.
· BRC, GR declaration, export order & invoice should be in the name of third party exporter.
Advance Authorization:
· Advance Authorization can be issued for supplies made to UNO or under aid programme of UN or other multilateral agencies & such supplies need to be paid in foreign exchange.
· Advance authorization requires exports with a minimum value addition of 15%.
VA = [(FOB value of export – CIF value of inputs) ÷ CIF value of inputs × 100] 
· In case of part duty free and part duty paid imports, both advance authorization & drawback are available. Drawback can be obtained for any duty paid material, whether imported or indigenous, used in goods exported, as per drawback rate fixed by ministry of finance. Advance authorization can be used to import duty free material. Drawback allowed must be mentioned in the application for advance authorization.
Duty-Free Import Authorization Scheme (DFIA):
DFIA is issued to allow duty free import of inputs, fuel, oil, energy sources, catalyst required for production of export product. DFIA is of two types:
1. Pre export authorization
2. Post export authorization
Pre export DFIA is issued with actual user condition. In case of actual user DFIA & where Cenvat credit facility on inputs have been availed for exported goods, even after completion of export obligation, the goods imported against such DFIA should be utilized in the manufacture of dutiable goods in the same factory or outside by a supporting manufacturer.
In case of post export DFIA, a merchant exporter is only required to mention the name & address of manufacturer of the export product.
DFIA or inputs imported against it can be transferred after the fulfilment of the export obligation.
Inputs imported against DFIA are exempt from payment of BCD, Add. CD/ED, education cess, Anti-dumping and safeguard duty.
Export performance is counted on the basis of FOB value of export proceeds realized during current plus previous three years taken together. For export house status, export performance is necessary in at least two out of four years.
	Status
	Export performance

	Export house
	20 crores

	Star export house
	100 crores

	Trading house
	500 crores

	Star trading house
	2500 crores

	Premier trading house
	7500 crores


Star export house and above are permitted to establish export warehouses as per DoR guidelines.
Served from India Scheme (SFIS): 
· All Indian service providers who have free foreign exchange earning of at least 10 lakhs in CFY qualify for SFIS scheme. For individual Indian service providers, minimum free foreign exchange earnings are 5 lakhs. Free foreign exchange earned though international credits cards & other instruments as permitted by RBI for rendering of service are taken into account for computation of duty credit scrip.
· Entitlement or goods (imported/procured) are not transferable & subject to actual user condition. However scrip earned by company can be utilized by same group companies. 
· Utilization of duty credit scrip is permitted for payment of ED for procurement from domestic sources. 
· Eligible SPs are entitled for duty credit scrip of 10% of the net free foreign exchanged during CFY.
· Following items can be imported under SFIS scheme:
(1) Import must relate to service sector business of the applicant & should be freely importable or restricted under ITC (HS) & must be of capital goods (including spares), office equipment, professional equipment, office furniture, consumables.
(2) Only such vehicles which are in nature of professional equipment can be imported using scrip. Motor cars, SUV etc. can be imported or procured as professional equipment by hotels, travel agents, tour operators or tour transport operators & companies operating golf resorts. Such vehicles will have to be registered for tourist purpose only.
(3) Hotels or clubs having residential facility of minimum 30 rooms; golf resorts & stand-alone restaurants having catering facilities can also import consumables including food items & alcoholic beverage.
(4) SP who are engaged in manufacturing can use their SFIS scrip for importing/domestic sourcing of capital goods including spares related to manufacturing business of the service provider.
Vishesh Krishi & Gram Udyog Yojana: is provided under FTP to compensate high Freight & offset other disadvantages in the exports of specified agricultural products. Eligible exporters are entitled to duty credit scrip of 5% of FOB value of exports realized. The scrip can be used for payment of CD, ED & ST. Further it can be used to pay application fee to DGFT for obtaining any authorization.
Focus Market Scheme: has been introduced under FTP to penetrate those markets which Indian exports have been neglecting due to high freight & other externalities like Latin America, Africa, and Eastern Europe etc. Eligible exporters entitles to duty credit scrip of 3% of FOB value of exports realized. No exports of diamonds or precious stones are eligible under FMS scheme.
Export Promotion Capital Goods Scheme: permits exporters to procure capital goods at concessional rate of CD or zero CD. In return, exporter is under obligation to fulfil export obligation. Export obligation means obligation to export product covered by authorisation/permission in terms of quantity & value as may be prescribed by authority.
The licence holder can procure capital goods for pre-production, production or post-production from global or domestic market. The capital goods can be imported in CKD/SKD to be assembled in India.
It can also be used for import of capital goods under scheme for project imports. Export obligation for such would be 6 times of duty saved. Duty saved is the difference between duty under project imports and concessional duty under EPCG scheme. 
Import of capital goods is subject to actual user condition till export obligation is completed. Therefore capital goods can only be sold once export obligation is completed.
Provisions relating to EOU, EHTP, STP, BTP & SEZ schemes in FTP
· Units undertaking to export their entire production (except permissible sales in DTA) may be set up under EOU, EHTP, STP, BTP scheme for manufacture of goods including repair, reengineering, remaking. Trading units are not covered under these schemes.
· EOU/BTP/EHTP/STPs should start production within 3 years from the date of grant of letter of permission or letter of intent. Its validity may be further extended up to 3 years by competent authority. However proposal to extend beyond 6 years shall be considered in exceptional circumstances, on a case to case basis by Board of Approval (BoA).
· EOU is permitted to import duty free second hand capital goods without any age limit but it can’t import capital goods that are prohibited items of import in ITC (HS).
· The application for conversion into an EOU from existing DTA unit having an investment of 50 crores and above in P&M or exporting 50 crores and above is placed before BoA for a decision.
· Rejects within an overall limit of 50% may be sold in DTA on payment of duties on prior intimated to custom authorities. Such sales are counted against DTA sale entitlement. Sale of rejects up to 5% of FOB value of exports shall not be subject to achievement of Net foreign exchange earnings
Supplies made by sub-contractors are eligible for deemed exports benefits
In order to be eligible for deemed export benefits, supplies are to be made directly to designated Projects/Agencies/Units/Advance Authorization/ EPCG Authorization holders. However FTP allows a sub-contractor to make supplies to main contractor, instead of supplying directly to designated projects/Agencies. Such supplies are eligible if main contractor makes payment to sub-contractor and issues payment certificate.
Supplies made by an Indian sub-contractor of an Indian or Foreign main contractor directly to the designated projects are also eligible provided the name of the sub-contractor is indicated either originally or subsequently in the main contract but before the date of supply of such goods and payment certificate is issued by project authority in the name of the sub-contractor.

Amendment in chapter miscellaneous
(1) Earlier all offences under custom law were bailable. As per amendment certain offences have been specified as non bailable offences. These are:
· Evasion or attempted evasion of duty exceeding Rs.50 Lacs.
· Import or export of any goods which have not been declared in accordance with the provisions of the act and the market price of such goods exceeds Rs.100 lacs.
· Fraudulently availing or attempt to avail drawback or any exemption from duty exceeding Rs.50 Lacs.
· Prohibited goods notified under prescribed section.
(2) Licence for Custom brokers
· Only licence holders shall act as custom brokers
· Board may make regulations for such purpose.
(3) Person can appear by authorised representative


















