
ff'E~fJIINATION OF ASSESSABLE VALUE 
p A~D CUSTOM DUTY. 

' ~ I t :: 

~ ._,,, cidul' ty is imposed. on the v· l f ood . 
... 0 1;co111 u . a uc O g s assessed, as per the prestnbcd rJtcs 

. "cl As per section 2( 41) of the Customs Act 1962 t" I " 1 ., . ,he 1' • d h , •re crm va uc . in 
i1 ndcr 10 unY goo s, means t e value thereof determined in acccrcfat1cc with the 
rcl:iti0\, of section l 4( 1) or 14(2) of the Act. Thus. assessable value is the value i11 
provis10 f which custom duty liability arises. 

rcsf'l'
1
:,; per the ~~rld Trade Organisation (WTO), most of custom duties arc based on 

• n value 1.e · ad-Valorem. So goods have to be valued for the purpose of 
sac110 11 h . 'd . 

·1ri1°· nt. Norma Y, t e pnce pat by the importer for the goods imported in India is 
- . ssfllC . d B d 

a.,se:.' iue of goods importe · ut _un ~r the Customs Act, 1962 the concept of value has 
the ':reated separate!~· The duty 1s paid on the basis of 'value' of goods. Such vn lue C;{ ll 

been f the follow mg : -
be ei~er o . 

(I) Value fixed under section 14(1) of the Customs Act, 1962 

(2) Tariff value fixed by the Central Government by notification in the official 
Guzette. 

Transaction value 
(l) . . 14 ) 

According to section (l of the Customs Act, J 962 valuation based on 
transaction value. is applicable for exported as well as imported goods, i( the following 
conditions are satisfied : -

(i) Pric~ at w.hjch such or like goods are ordinarily sold o~d for sell. 

(ii) Price for delivery at the time and place of importation or exportation. 

(iii) Price should be in course of international ~rade. 

(iv) Seller and buyer have no ~nterest in the business of each other. 

(v) Price should be sole consideratiun for sale. 

(vi) Rate Q[ exchange as on date of presentation of Bill of Entry as fixed by the 
Central Board of Indirect Tuxes and Customs (CBIC). 

Such transaction value in the case of imported goods shall , in addition to the price 
c1.~ aforesaid. include : -

(a) any amount paid or PC)lab/e for costs and s~rvices '. ncll1r:i: ng commissions and 
brokerage, engineering, design .;ork, royalties and it .. ;i~or;e fees. 

lb) costs of transportation to th.- place of im!_lortation, 
(c) insurance, -

(d) loading, unloading and handling charges. 

:o t tent and ni the manner specthed m thr rules made in this behalf. The rn i.:_.._ made 
.n this behalf may pro~ide for : - · . 

(i) the circumstances in which the buyers and sellers shall be decil !,' d (,_ 1 ·' 

related· _ _ ____ --, 



(i i) tile HHHlller of ck tcrrnin;1tion of value in respect of goods when:­

(iia) there is 11 0 :-, ;II \:: or 
(iib) the buyer and tile seller arc rclatcc.1; or 

(iil:) the price is not the snit; consideration for the :;ale; or 

(iici) in any other CilSl, : 

(iii) the manner of acceptance or rcject~on of value declared by the importer or 
exporter, when the pi~opcr officer has reason to doubt the t~uth or. accuracy 01 
such value , and determination of value for the purpose of this section. 

Such price shall be calculated with reference to the rate of exchange as in force on 
the date on which a bill of entry is preser.ted u/s 46, or a shippi ng bill of export i~ 
presented u/s 50. 

However, in case of imported goods. assessable value is to be determined in 
accordance with the customs valuation (Determination of value of Imported GoOds) 
Rules, 2007. 
(!) Tariff value_ 
~ According to section 14(2), tariff value is fi~ y the_ Board. If the Board is 

satisfied that it is necessary or expedient to do so . it may. by notification, Tix tariff va\~ 
for any class of imported goods or export goods on the basis of the trend of value of such t i 

or like goods. When such tariff values are fixed, the duty shall be chargeable on such 
tariff value. 

0 Methods of valuation of i111ported goods 

There are six methods of valuation of imported goods provided in the customs 
valuation (Detennination of value of Imported Goods) Rules, 2007 . These rules are 
framed as per the norm prescribed by GATT (General Agreement of Tariffs & Trade) and 
WTO (World Trade Organisation) that is transaction value or invoice value. The methods 
of valuation are as under :-

1. Transaction value of Imported goods, 
2. Transaction value of Identical go~ds. 
3. Transaction value of similar goods, 
4. D~ductive value , 
5. Computed value, 
6. Residual method. 

V, 
e..1: 

R1 
m 

(1) Transaction value of imported goods (Rule 3)-r (ansaction value has 
already been discussed in detail her;i;cfore. kule 3 prov1acs that imported goods shall be 
valued on the basis of the transaction val ue. Transaction value is the value or the price 
actually paid or payable for the importecl goods when sold for export to India for delivery 
at the time and place of importation after making adjustments in accordance with rule 10 
of the valuation rules. Tran saction value shall be accepted underfollmvi11g conditions:-

(i) There are no restrictions as to the disposition or use of the goods by the buyer 
except the followings :- ~e 

(a) the restrictions imposed or required by law or by public authorities in° 
India; or \ 

1 

(h) the restriction as to limit the geographical area in which the goods may be n 
resold; or 

(c) the restriction which do not substantially affect the value of goods. 
(ii) The sale or price is not subject to some condition or consideration for which t • 

value cannot be determined in respect of the goods being valued; :: 

n 



--···-· ·· --- ·, 

'

-,art of Lhc pl l)(CCds or 'ln y b 
•'i) no ' ' 1-. U sequent I , ,., I~ 1· 

(11 , , the buyer will ilC<.Tu1, uirccll v or . .· c .. i c. ( 1\ pmiil o r use of rhe good:-
l) / // . t11 cl 1rectl y lu llw se ll · 
I t' buyrr m1< .\'c: tr nrc not rel , , I . J. er. ( ,)I, (I ( ' . 

i' . sactlon ,,alu c when buyc-r r,11 I . I 
"'rilll• · ' ,'i(' lcr ·1 re r ·I ,-i t /\ , h • 1uc is acceptable fnr cn~t . • c ,µ C< - "' per rul e 3(3), I c 
,(011 \ ! ;\ . • 0 11\S {}l/ t f}O ,\'<'.I' 111/Ji·:r;r,,. r,~ , . , 

tf'\11~:ic I hell tilt: rdat1nmdii1J hc; t It , 0 11 o w 111g u1seJ .-
' ') \\' · Ween lite buy . I 1 . 

(t influenced the price. er ,l! H ~c lcr of imported goods has not 

.• when the importer clc111on strat 1 
(11) I eel closcl)' ·11)1)1· . . C!:I I 1a1 th e dc.:c lan:d Vi! luc of the goods bcin_g 

,,au , · 1 ox1nwtcs 10 01 J I f . 
about th~ same lime :- · ic O t l l ollow1ng va lues asce rt ained at or 

(a) the transaction value of 'd . 
. . 1 cnt1ral goods, or of similar goods in sales to 

umelated buyers 111 India· ' , 
(b) the deductive value f • · d ~ · 

, 01 1 entical goo<ls or simil ar goods · 
(c) the computed value of ·d • ., 1 . . ' 

• • 1 cntic.1 goods or similar goods. 
(iii) when substitute value~ shall not be established 

'f ansaction value not accept· bl. u · . • r a~ c- nder the fo llowing cm:umstances . tire 
· 1 value ·shall not be accc1Jt bl , r. transac/101 , a e 1or customs purposes : -

(.) The seller establishes the p ·· f •h · · · h 
1 . • 1 tee o t c imported goods on the condition that t e 

buyer ~vtll also buy or/zer goods in specified quantities; 

(ii) The pnce of the ~mported goods is dependent upon the price or prices at which 
the buyer of the imported goods sells other goods ro the seller of the imported 
goods; 

(iii) The price is established on the basis of a form of payment extraneous to 1he 
imported goods. For example, if the imported goods are semi-finished goods 
which have been provided by the seller on the condition that he wiJl receive a 
specified quantity of the finished goods. 

(2) Transaction value of ide~th:al goods (Rule 4)-As per Rule 4(1) (a), the 
value of the imported goods shall b[ihe transaction value of identical goods sold for 
export to In.dia and imported at or about tlze same time as the goods being valued. As per 
Rule 4(3), if there are more than one transaction value of identical goods, then , the lowest 
such value shall be used to determine the value of i171ported goods. 

As per Rule 2(d), "Identical Goods" means the imported goods:-
(i) which are same in all respects including physical characteristics, quality and 

reputation as the goods ~;:;ing valued except for_ minor differences in 
appearance that did not affect the value of the goods; 

(ii) produced in the co11lllry in which the goods being valued were produced; and 
(iii) produced by the swne 'person, who produced the goods, or where no such 

goods .are available , goods produced by a different person. 
But 'identical gvvds' sl,a/1 not include imported goods wher~ engineering, 

development work ar, worl< design worlc @an or sketch undertaken in India were 
(:ompleted dirrctly or ind:.:-eccly by the buyer G.l these imrorted goo s ree o c arge or at 

t
vjuced cost for use in connection with the prodL~•~t;~in and sale for export of these 

: ported goods. 
(3) Transaction value of sin:illar goods (Rufi; ))-- J\s per Rule 5(1) , the value of 

P0rted goods shall be the tra11sac1ion value ~f simitrir gr,•Dds sold for export to India 

~

d '.~Ported at or about the same t!me ~s the goods ~ef;i~ V(lfued. As per Rule 5(2), tl_ic 
rovis1ons of Rule 4 related to transacnon value of 1ck11t1cal goods shall also apply m 
Spect of similar goods. 



,\ ~ p~r Ruic 2(f) "Similnr goods" means impottcd good.s :-

(i) whid,. although 1101 :1 li~c in all rc~·pccts. hr111c like chriructeristi~·s nn(/ , 

co
11

,
1
,011 ,,111 11 wt('l'iols which enable them lo perform the same funct1om an,· 

b~ rnmm~rrially inter changeable with tbc goods being va lued having re~ 
1o thL· quality . rcputat inn and the ex istcncc of trade mark~ •i 

lii) prodllt'l'd in tir e w 1111try in which the goods being valued were produced: ~, 

liii ) prod11ad /Jy tire sm11c per.rn11 who pt'o<lucc<l lhc goods being valued, or %, 
nu such goods arc availt1ble, goods produced by a different person. 

Bul 'si111ila r goo ds ' shall . 11.ot include imported goods wht:rc en gin eer~ 
tk\'c\opmcnl work, art work, design work, plan or sketch undertaken in lndia , 
co1np\ctcd directly or indirectly by the buyer on these imported goods free of charge ,, 
a reduced cost for use 1n connection with the production and sate· for export of tr 

imported goods . 
As per R11le 6, if the value of imported goods cannot be determined under 

provisions of Ruic 3, Rule 4, and Rule 5; then , the value shall be determined as per Rl 
or, if the value cannot be. determined as per this rule. then undrr Rule 8. But on 
request of the importer, and with the approval of the proper officer, the orde, 

application of Rule 7 and 8 shall be. reversed. 
(4) Deductive value (Rule 7)-Where the goods cannot be valued accordin1 

Ruks 4, 5 and 6, the Deductive value method should be adopted. There are follo 1,1 . 
provisions under this method :-

(i) Goods sold in In,dia in the condition as imported-!.s per.Rule 7 (1), if~ 
goods imported are sold in the same condition in which they were imported, then t 
value of imported goods or identical goods or similar goods shall be based on the a: 
price at which the \mported goods or identical goods or similar goods are sold in ~ 
greatest aggregate quantity to persons who c1re not related to seller in India. For exam; 
quantities sold at different prices are as follows:-

Ist sale 1000/o~nes @ ~ 100 per tonne. 

2nd sale 1209· tonnes @ ~ 110 per tonne 

3rd sale 1000 tonnes @ ~ 100 per.tonne _ 

4th sale 1500 tonnes @ ~ 120 per tonne 

5th sale 800 tonnes @ t 100 per tonne , 

5,500 ,,--

Here largest number of u11its sold at~ 100 per tonne i.e. 2,800 tonnes. Hence. e 
price of greatest aggre-g"ate quantity is~ I 00 per tonne, on which valuation will base. 

Following deductions shall be made from the price obtained as above :-

(a) Profit margin. commission usually paid and general expenses in connecti 
with sale; 

(b) Transport , insurance and other associated costs incurred within India; 

(c) Custom duties and other taxes payable in India. 

(ii) Goods not sold in the condition as imported-As per Rule 7(3). if ! 
· imported goods or identical goods or similar goods arc not sold in India in the condio J 

as imported, then the value shall be based on the unit price at which the imported goo 1 

or identical or similar imported goods after !)rocessing are sold in India, in the greai 
aggregate quantity• In such a case due allowance should be made for the value added 
processing and also th~ deductions as sp~cified previously. 
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