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            INDIRECT TAXES- Important for MAY 2015 EXAM 

(PLEASE Note: First of all revise service tax thoroughly with all amendments) 
 

 

After that cover the followings- (Expected Marks 90- 95) 

   

CONTENT EXPECTED MARKS 

RECENT AMENDMENTS AS APPLICABLE FOR 
 

MAY 2015 EXAM.  (from 1-05-2014 to 31-10-2014) 

 
Specially – 

 Substitution of new authorities 
 E-payment and belated payment (int and penalty) 
 section 15A and 15B 
 Rule 4(1), 4(7), Rule 7 of CCR 2004 { Small Num. question} 
 Rule 9 of CCR 2004 
 Appeal chapter (complete chapter) 
 Condition of 180 days Removed (Setcom) 
 Now Private ltd co. may also go for Advance Ruling. 

 

 

 

 

 

 

 
 

20- 25 Marks 

CASE LAWS 
 

As given in Latest Amendment Booklet for MAY  2015 Exam 

 Category A Mandatory.(AND IN THIS CATEGORY 

CASE STUDIES OF THE YEAR 2014 ARE MORE 

IMPORTANT: These are also available on you tube: 

search:-FINAL IDT AMENDMENT CLASS ) 

 Category B Simple Reading. 

 Category C : Simple Reading: if possible  

 25 Marks 
 

2 Case Studies from Excise law 
 

2 Case Studies from Custom law 
 

2 Case Studies from service Tax 
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NUMERICAL QUESTIONS 
 

(Sample and important questions are given below) 

25 Marks 
EXCISE LAW- 

 

Valuation chapter, SSI chapter, 
 

CUSTOM LAWS – 
 

Valuation chapter, Types of 

duties. 

SERVICE TAX- 

Taxability of service 

Calculation of service tax 

Point of taxation,  

SSP(expected),  

Calculation of Penalty. 

 

 

 

 

RTP (ICAI) FOR MAY 2015 EXAM 
(Also given in Amendment Booklet) 

11 Marks 

 Definition chapter under custom Law 

Specially-  Vehicle, custom area, ENTRY, Importer, 

Person in charge, Coastal  goods,  Dutiable Goods, 

 Foreign Trade Policy  
         (Specially question answer part as given in Customs book) 

 

2x 2 =4 Marks 

 

 

 

 

  5 Marks 

 
 
 

Imp. From Remaining Part   

 

Excise Laws 
 

VALUATION -             Rule,6 8, 9, 10, 11 

CER, 2002 - Rule-8, 9, 10, 12 , 16, 17, 20, 21   
 
 
 

Demand - Sec 11 A , SEC 11D, 11DDA, 35R 

Refund - SEC 11B AND 11BB 

Penalties - Sec 9, 9A, 9AA, 
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CENVAT CREDIT RULES, 2004 

 

-Rule: 2, 3, 5, 10 

 

Custom Laws 

 
SECTIONS                              14, 15, 19, 23, 46, 48, 49, 61, 64, 65,67, 69, 71, 72,74 

75A, 76, 80, 85,110,123,124,125,126 of custom act 1962. 

And section 8B of custom tariff act 1975. 

 

Numerical Questions 
(TRY to solve these Questions in EXAM condition WITH WORKING NOTES) 

CENTRAL EXCISE 

Question 1: 

Dharma Manufacturers, engaged in the manufacture of machines, sold a machine to Asha Ltd.  The cum-duty 

sale price of the machine (excluding VAT) is Rs. 5,80,000.  Rate of excise duty is 12%, education cess is 2% and 

secondary and higher education cess is 1%. 

Sale price includes the following charges: 

  Rs. 

i. Warranty charges 28,000 

ii. Secondary packing 6,000 

iii. Trade discount actually allowed from the aforesaid sale price 24,000 

iv. Design and engineering charges of machine. 20,000 

v. Primary packing 10,000 

vi. Cost of return fare of vehicles 4,500 

vii. Advertisement and publicity charges borne by Asha Ltd. 16,000 

viii. Pre-delivery inspection charges (charged by Dharma Manufactures) 22,000 

ix. After Sales Service charges (charged by Dharma Manufactures 18,000 

 

Determine the assessable value of the machine for purpose of central excise duty.  

Answer: 

Computation of assessable value of the machine 

 Rs. Rs. 

Cum-duty sales price of the machine excluding VAT 

Less: Excise duty [5,80,000 x 12.36] (rounded off) 

Sales price of the machine excluding VAT and excise duty 

Less: Trade discount [Note 3] 

         Cost of return fare of vehicles [Note 5] 

Assessable value 

 

 

 

24,000 

4,500 

5,80,000 

63,802 

5,16,198 

 

28,500 

4,87,698 

Note: 

1. As per the definition of the transaction value under section 4(3)(d) of the Central  Excise Act, 1944, 

warranty charges are includible in the assessable value. 

2. Amount charged from the buyer in relation to packing, irrespective of it being primary or secondary, is 

includible in the assessable value [Circular No. 354/81/2000] 

 

3. As the transaction value is the price actually paid or payable, trade discount is allowable as deduction.  
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4. Design and engineering charges of machine are included in the assessable value as such charges are ‘in 

connection with sale’. 

5. Cost of return fare of vehicles is not included in the assessable value [Circular No. 923/12/2010] 

6. Advertisement and publicity expenses borne by the buyer are included in the assessable value [Circular 

No. 643/34/2002] 

7. Since the pre-delivery inspection charges and after sales service charges have been charged by the 

manufacturer, they are included in the assessable value (Tata Motors Ltd. 2012 (Bom.)].  

 

Question 2: 

Vipin Ltd. purchased raw material ‘A’ 10,000 Kg. @ Rs. 80/- per kg. plus excise duty.  The said raw material 

was used to manufacture intermediate product ‘P’.  The said intermediate product was captively used for the 

manufacture of finished product ‘Z’, which was exempt from excise duty.  The other information are as under: 

i. Processing loss: 2% of inputs in manufacture of ‘P’ 

ii. Assessable value of ‘P’: Rs. 100 per Kg.  

iii. Assesssable value of ‘Z’.  Rs. 20 lac (for total output) 

iv. Other material ‘M’ used in the manufacture of ‘Z’.  Rs. 2 lac plus excise duty. 

v. Duty on capital goods imported during the period and used in the manufacture of ‘P’: 

- Basic customs duty Rs. 20,000 

- Additional duty of customs under section 3(1) of the Customs Tariff Act, 1975 Rs. 10,000; and 

- Additional duty of customs under section 3(5) of the Customs Tariff Act, 1975 Rs. 4,000. 

vi. Rate of central excise duty on ‘A’, ‘M’ and ‘P’: 12.36% (including education cess as applicable) 

Vipin Ltd. is not eligible for SSI exemption under Notification No. 8/2003-C.E. 

Compute: 

i. Amount of CENVAT credit available, and  

ii. Central excise duty payable by Ms. Vipin Ltd. 

 

 

Answer: 

(i)   Computation of amount of CENVAT credit available 

Particular  Rs. 

On inputs: 

Raw material ‘A’ (10,000 kg x Rs. 80 x 12.36%) [Note 1 and Note 2] 

Raw material ‘M’ [Note 3] 

On capital goods: 

Basic customs duty 

Additional duty of customs under section 3(1) of Customs Tariff Act, 1975 

[Note 4] 

Additional duty of customs under section 3(5) of Customs Tarif Act, 1975 

[Note 5] 

Total credit available 

98,880 

 

Nil 

 

Nil 

 

5,000 

 

4,000 

 

 

98,880 

 

 

 

 

 

9,000 

1,07,880 

 

 

(ii)   Computation of net central excise duty payable by Vipin Ltd. 

 

Particulars Rs. 

Central excise duty payable on intermediate product ‘P’ (10,000 kg. x 98% (2% processing 

loss) x Rs. 100 x 12.36%) [Note 1] 

Central excise duty on exempt final product ‘Z’ 

Total central excise duty payable  

Less: CENVAT credit available 

Net central excise duty payable (in cash) 

1,21,128 

 

Nil 

1,21,128 

1,07,880 

13,248 
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Notes: 

1. Intermediate goods are exempt from payment of excise duty if the same are consumed captively for 

manufacture of dutiable final products vide Notification No. 67/1995 CE dated 16.03.1995.  However, 

since in this case, final product ‘Z’ is exempt, intermediate product ‘P’ will be liable to duty.  

2. Since input ‘A’ is used in manufacture of dutiable intermediate product ‘P’, CENVAT credit will be 

available on the entire quantity of the same regardless of the processing loss as that quantity of inputs is 

also used in the manufacture3 of intermediate product.  

3. Since raw material ‘M’ is used in manufacture of final product ‘Z’ which is exempt from payment of 

duty, credit will not be available on the same [Rule 6(1) of CENVAT Credit Rules, 2004] 

4. Upto 50% of the credit in respect of additional duty of customs leviable under section 3(1) of Customs 

Tariff Act, 1975 can only be availed in the year in which capital goods are received in the factory of the 

manufacturer [Rule 4(2)(a) of CENVAT Credit Rules, 2004]. 

5. CENVAT credit in respect of additional duty of customs leviable under section 3(5) of Customs Tariff 

Act, 1975 is allowed immediately on receipt of the capital goods in the factory of a manufacturer 

[Second proviso to Rule 4(2)(a) of CENVAT Credit Rules, 2004]. 

 

Question 3: 

Based on the following particulars, arrive at the CENVAT credit available on clearance of goods to  

Domestic Tariff Area (DTA) from an Export Oriented Unit (EOU): 

Assessable Value Rs. 20 Lakhs 

Basic customs duty 10% 

Excise duty 12% 

Education Cess 2% 

Secondary and Higher Education Cess 1% 

VAT is exempt under State VAT law  

 

Answer: (SOLUTION GIVEN IN PRACTICE MANUAL OF ICAI AND YOU ARE REQUIRED TO 

FOLLOW THE SOLUTION) 

As per Notification No. 23/2003 CE dated 31.03.2003, in case of clearance of goods by an EOU to DTA, 50% of 

basic customs duty is exempt.  In case of such clearances, EC and SHEC of customs have also been 

exempted.  The amount of excise duty payable by EOU is calculated as under: 

 

Calculation of duty payable by EOU 

  Duty % Amount (Rs.) Total Duty 

A. Assessable Value  20,00,000.00  

B. Basic Customs Duty (50% exempt) 5 1,00,000.00 1,00,000.00 

C. Sub-total for calculating CVD ‘(A+B)’  21,00,000.00  

D. CVD (‘C’ x excise duty rate*) 12 2,52,000.00 2,52,000.00 

E. Sub-total for special CVD ‘(B+D)’  23,52,000.00  

F. Special CVD u/s 3(5) [4% of ‘E’] 

(Nil if Sales VAT paid) 

 

4 

 

94,080.00 

 

94,080.00 

G. Sub-total for Education cesses  

[(B)+(D)+(F)] 

  4,46,080.00 

 

 

H. Education Cess of excise (rouned off) 2  8,922.00 

I. Secondary and Higher Education cess 

of excise (rounded off) 

1  4,461.00 

J. Total excise duty payable 

[(B)+(D)+(F)+(H+(I)] 

   

4,59,463.00 

Buyer who is manufacturer in DTA, is eligible to avail CENVAT Credit of D, F, H and I above. 
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*EC and SHEC on CVD are exempt. 

As per second proviso to rule 3(7)(a) of CENVAT Credit Rules, 2004, the amount of CENVAT credit will be as 

under: 

 Rs. 

Additional duty of customs (CVD) 2,52,000 

Special CVD u/s 3(5) 94,080 

Education cess of excise 8,922 

Secondary and Higher Education cess of excise 

Total amount of credit available 

4,461 

3,59,463 

  

Question 4: 

MNO Ltd. is in the manufacture of both excisable and non-excisable goods in a factory building rented by them 

from October 1,2013.  From the following particulars for the period October 1,2013 to March 31,2014, state 

briefly with suitable explanations, whether MNO Ltd. could claim the benefit of exemption in terms of 

Notification No. 8/2003-CE dated 1-3-2003 for the financial year 2014-15. 

  Rs. (in lakhs) 

i. Clearances of goods bearing the brand name of another person 60 

ii. Export Sales to Nepal 80 

iii. Export Sales to USA and Canada 120 

iv. Clearances of goods (duty paid based on Annual capacity of production under 

section 3A of the Central Excise Act, 1944) 

70 

v. Clearances of goods subject to valuation based on retail sale price under section 

4A of the Central Excise Act, 1944 (the said goods are cleared at MRP and are 

eligible for 30% abatement) 

200 

vi. Job work under Notification No 214/86-CE dated 25.03.86 60 

 

During the period April 1, 2013 to September 30, 2013, the previous tenant of the factory building presently 

occupied by MNO Ltd. had cleared excisable goods of the aggregate value of Rs. 120 lakhs.  

 

Answer: 

Computation of value of clearances for home consumption in the financial year 2013-14 

S.No. Particulars Rs. (in lakh) 

i. Clearances of branded goods (Note-1) Nil 

ii. Export sales to Nepal (Note-1) 80 

iii. Export sales to USA and Canada (Note-1) Nil 

iv. Clearances of goods on which duty has been paid under section 3A of the Central 

Excise Act 

70 

v. Clearances of goods subject to valuation under section 4A of the Central Excise Act 

(Note 2) 

140 

vi. Job work under Notification No. 214/86-CE(Note-1) Nil 

vii. Clearances of previous tenant of the building occupied by MNO Ltd. (Note 3) 

Total 

120 

410 

 

Note: 

1. In order to claim the benefit of exemption under Notification No. 8/2003 C.E. dated 01.03.2003 in a 

financial year, the total turnover of a unit should not exceed Rs. 400 lakh in the preceding financial year.  

Notification No. 8/2003 C.E. dated 01.03.2003 provides that for the purpose of computing the turnover 

of Rs. 400 lakh:- 
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(a) clearances bearing the brand name or trade name of another person are excluded.  It has been 

assumed that the branded goods are excisable goods and they bear the brand name of another 

person and not the brand name of MNO Ltd.  

(b) export turnover is excluded.  However, exports to Nepal and Bhutan are not excluded as these 

are treated as “clearance for home consumption”.  It has been assumed that goods exported by 

MNO Ltd. to Nepal are excisable goods.  

(c) clearances under specified job work notifications are excluded and Notification No. 214/86 CE 

dated 25.03.86 is one of the specified notification.  

2. In case of the goods subject to valuation under section 4A of the Central Excise Act, 1944, value for the 

purpose of the SSI exemption would mean value fixed under section 4A i.e., retail sale price less 

abatement.  Hence, value of such clearances would be Rs. 200 lakh x 70% = Rs. 140 lakh.  

3. For the purpose of computing the turnover of Rs. 400 lakh, all the clearances made by different 

manufacturer from the same factory are to be clubbed together.  Hence, clearances, worth Rs. 120 lakh of 

previous tenant of the building occupied by MNO Ltd. have been added.  

Conclusion: Since the value of clearances for home consumption exceeds Rs. 400 lakh in the financial year 

2013-14, MNO Ltd. is not eligible to claim the benefit of exemption under Notification No. 8/2003 – C.E. dated 

01.03.2003 in the financial year 2014-15.  

 

SERVICE TAX 

 

Question 5: 

Reliable Agro Industries Ltd. furnishes the details of various services provided by it in the month of May, 2014 

as under:- 

S.No. Particulars Amount (Rs.) 

i. Supply of farm labour 55,000 

ii. Warehousing of refined vegetable oil 1,25,000 

iii. Sale of wheat on commission basis 60,000 

iv. Giving trucks on hire (without transferring the right to use) for transport of 

minerals. 

2,50,000 

v. Leasing of vacant land to a stud farm 30,000 

vi. Renting of farmhouse for marriage and birthday parties 45,000 

vii. Dehusking of paddy in rice mill on job work basis 32,000 

 

Compute the service tax liability of the company for the month of May, 2014.  Assume that the point of taxation 

in respect of all the activities falls I the month of May, 2014 itself.  Company had paid service tax of Rs. 3,18,000 

during the Financial Year 2013-14.  Service tax has been charged separately, wherever applicable.  

Answer: 

Computation of service tax liability of Reliable Agro Industries Ltd. for the month of May, 2014. 

Particulars Rs. 

Supply of farm labour (Note 1) Nil 

Warehousing of refined vegetable oil (Note 2) 1,25,000 

Sale of wheat on commission basis (Note 3) Nil 

Trucks given on hire for transport of minerals (Note 4) 2,50,000 

Leasing of vacant land to a stud farm (Note 5) 30,000 

Renting of farmhouse for marriage and birthday parties (since not used for agricultural 

purposes) 

45,000 

Dehusking of paddy in rice mill (Note 6) Nil 

Total taxable services 4,50,000 

Service tax payable @ 12.36% (inclusive of 3% education cesses) [Rs. 4,50,000 x 

12.36%] (Note 7) 

55,620 
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Note: 

1. Supply of farm labour is covered I negative list of services under services relating to agriculture or 

agricultural produce and thus, will not be liable to service tax [Section 66D(d)(ii) of the Finance Act, 

1994]. 

2. Since refined vegetable oil is not an agricultural produce, warehousing thereof will not be covered under 

negative list of services [Section 65B(5) read with section 66D(d)(v) of Finance Act, 1994] 

3. Since, wheat is an agricultural produce, services provided for its sale on commission basis will be 

covered in negative list of services and thus, will not be liable to service tax [Section 65B(5) read with 

section 66D(d)(vii) of Finance Act, 1994] 

4. Transfer of goods (trucks) by way of hiring without transfer of right to use such goods is a declared 

service as per section 66E(f) of the Finance Act, 1994 and hence, will be liable to service tax.  

5. Service relating to agriculture or agricultural produce by way of renting or leasing of vacant land are 

covered in the negative list of services.  However, since rearing of horses is specifically excluded from 

the definition of agriculture, leasing of vacant land to stud farm will not be covered thereunder [Section 

65B(3) read with section 66D(d)(iv) of Finance Act, 1994]. 

6. Carrying out an intermediate production process (dehusking of paddy) as job work in relation to 

agriculture is exempt from service tax [Notification No. 25/2012 ST dated 20.06.2012]. 

7. Since service tax of Rs. 3,18,000 had been paid during the preceding financial year, turnover of services 

would have been more than Rs. 10,00,000 during the preceding financial year.  Hence, small service 

provider’s exemption under Notification No. 33/2012 ST dated 20.06.2012 cannot be availed. 

 

 

Question 6: 

Manoj Ltd. imports business support services from Green Ltd. of USA on 13.10.2014.  The relevant invoice for $ 

1,20,000 is raised by green Ltd. on 18.10.2014.  Manoj Ltd. makes the payment against the said invoice as 

follows: 

Case I 22.11.2014 

Case II 27.02.2015 

Determine point of taxation in each of the aforesaid cases.  

Answer: 

In case of taxable services provided by any person which is located in a non-taxable territory and received by any 

person located in the taxable territory, person liable to pay service tax is the recipient of such service 

[Notification No. 30/2012 ST dated 20.06.2012].  Hence, in the given case, since the business support service has 

been provided by Green Ltd. (located in non-taxable territory) and has been received by Manoj Ltd. (located in 

the taxable territory), Manoj Ltd. is liable to pay service tax (i.e. under reverse charge mechanism).  

 

The point of taxation in respect of persons required to pay tax under the reverse charge mechanism, is the date on 

which payment is made.  However, where the payment is not made within a period of 3 months of the date of 

invoice, the point of taxation will be the date immediate following the said period of three months. [Rule 7 of the 

POTR]. 

 

In view of the aforesaid provisions, the point of taxation in each of the given cases will be as under: 

CASE Point of taxation 

CASE-I Since the importing company i.e. Manoj Ltd. makes the payment within the three months from 

the date of invoice, the point of taxation will be date of payment i.e. 22.11.2014. 

CASE-II As Manoj Ltd. makes the payment after three months from the date of invoice, point of taxation 

will be the date immediately following the said period of three moths. 

Thus, point of taxation is 18.01.2015. 
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Question 7: 

Robinson Bank Ltd. furnishes the following information relating to services provided and the gross amount 

received.  Compute the value of taxable service and service tax payable: 

  Rs. (Lakhs) 

i. Administration charges collected for extending home loans 10 

ii. Discount earned on bills discounted 4.5 

iii. Value of sale and purchase of forward contract 5.7 

iv. Charges received on credit card and debit card facilities 3.8 

v. Commission received for service rendered to Government for tax collection. 6.0 

vi. Margin earned on reverse repo transaction 25.0 

 

Note: Robnson Bank Ltd. is not eligible for small service providers exemption under Notification No. 33/2012-

ST dated 20.06.2012. 

Answer: 

Computation of value of taxable service and service tax payable by Robinson Bank Ltd. 

S.No. Particulars Amount (Rs. In 

lakh) 

i. Administration charges for extending home loans [Note 1] 10,00,000 

ii. Discount earned on bills discounted [Note 2] - 

 

 

iii. Value of sale and purchase of forward contract [Note 3] - 

iv. Charges received on credit and debit card facilities extended [Note-4] 3,80,000 

v. Commission received for service rendered to Government for tax collection [Note 

5] 

6,00,000 

vi. Margin earned on reverse repo transaction [Note 6]  

 Total: 19,80,000 

       100 

Value of taxable service   19,80,000 x  ----------------    rounded off 

             112.36 

[Service all the amounts are total amounts received] 

Service tax payable [Rs. 17,62,193 x 12%] 

Education cess [Rs. 2,11,463 x 2%] 

Secondary and higher education cess [Rs. 2,11,463 x 1%] 

Total service tax payable 

 

17,62,193 

 

 

2,11,463 

4,229 

2,115 

2,17,807 

Note: 

1. Service of extending loans in so far as the consideration is represented by way of interest is covered in 

the negative list.  However, any charges collected over and above the interest represent taxable 

consideration and is thus, liable to service tax. 

2. Service of bills discounting, to the extent the consideration is represented by way of discount, is covered 

in the negative list of services as such discounting is also a manner of extending credit facility or a loan. 

3. Sale or purchase of forward contracts, being transaction in money, is outside the scope of the definition 

of service. 

4. Credit extended through credit and debit cards is not in the nature of loan or advance for interest and 

thus, the charges received on account of such extended credit is in fact, the consideration for the services 

rendered by way of credit card.  

5. Commission received for service rendered to Government for tax collection is neither transactions in 

money which is excluded from the definition of service nor covered in negative list or under any 

exemption notification and is thus, liable to service tax.  

6. Reverse repo being a security, which is goods is excluded from the definition of service.  
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CUSTOM LAW 

Question 8: 

Miss Priya imported certain goods weighing 1,000 kgs. With CIF value US$ 40,000.  Exchange rate was 1 US$ = 

Rs. 45 on the date of presentation of bill of entry.  Basic customs duty is chargeable @ 10% and education cess 

as applicable.  There is no excise duty payable on these goods, if manufactured in India.  

As per Notification issued by the Government of India, anti-dumping duty has been imposed on these goods.  

The anti-dumping duty will be equal to difference between amount calculated @ US$ 60 per kg. and landed 

value of goods.  You are required to compute custom duty and anti-dumping duty payable by Miss Priya. 

Note: Goods imported are exempt from payment of additional duty under section 3(5) of Customs Tariff Act.  

 

 

 

Answer 

Computation of customs duty payable 

Particulars Rs. 

Total CIF value in INR = US $ 40,000 x Rs. 45 

Add: Landing charges @ 1% 

Assessable value (AV) 

Basic customs duty (BCD) @ 10% 

Education cess (EC) @ 2% on BCD 

Secondary and higher education cess (SAHEC) @ 1% on BCD 

Landed value of imported goods 

Total customs duty payable (BCD + EC + SAHEC) 

18,00,000 

18,000 

18,18,000 

1,81,800 

3,636 

1,818 

20,05,254 

1,87,254 

 

Computation of anti – dumping duty payable 

Particulars Rs. 

Value of goods in INR as per Notification = 1,000 kgs x US $ 60 x Rs. 45 

Less: Landed value of goods 

Anti-dumping duty payable 

27,00,000 

20,05,254 

6,94,746 

 

Question 9: 

BSA & Company Ltd. has imported a machine from U.K. from the following particulars furnished by it, arrive at 

the assessable value for the purpose of customs duty payable. 

 Particulars Amount 

i. F.O.B. cost of the machine 10,000 U.K. Pounds 

ii. Freight (air) 3,000 U.K. Pounds 

iii. Engineering and design charges paid to a firm in U.K. 500 U.K. Pounds 

iv. License fee relating to imported goods payable by the buyer as a condition of 

sale 

20% of F.O.B. cost 

v. Materials and components supplied in UK by the buyer free of cost valued at 

Rs. 20,000 

 

vi. Insurance paid to the insurer in India Rs. 6000 

vii. Buying commission paid by the buyer to his agent in U.K. 100 U.K. Pounds 

 

Other particulars: 

i. Inter-bank exchange rate as arrived by the authorized dealer: Rs. 98 per U.K. Pound. 

ii. CBEC had notified for purpose of section 14 of the Customs Act, 1962 exchange rate of Rs. 100 per 

U.K. Pound. 

iii. Importer paid Rs. 5,000 towards demurrage charges for delay in clearing the machine from the Airport. 

(Make suitable assumptions wherever required and show workings with explanations) 
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Answer: 

Computation of assessable value of machine imported by BSA & Co.  

Particulars Amount (Pound) 

FOB cost of the machine 

Add: Freight [Note 1] 

     Engineering and design charges paid in UK [Note 2] 

     License fee relating to imported goods payable by the buyer as a condition of  

     sale (20% of FOB) [Note-2] 

10,000 

2,000 

500 

 

2,000 

14,500 

 Amount (Rs.) 

Value in Indian currency [pounds 14,500 x Rs. 100] [Note 2] 

Add: Materials and components supplied by the buyer free of cost [Note 2] 

         Insurance paid to the insurer in India [Note 2] 

CIF value 

Add: Landing charges @ 1% [Note 1] 

Assessable value (rounded off) 

14,50,000 

20,000 

6,000 

14,76,000 

14,760.00 

14,90,760 

Note: 

1. If the goods are imported by air, the freight cannot exceed 20% of FOB price [Second proviso to rule 

10(2) of the Customs (Determination of Value of Imported Goods) Rules, 2007). 

2. Engineering and design charges paid in UK, license fee relating to imported goods payable by the buyer 

as a condition of sale, materials and components supplied by the buyer free of cost and actual insurance 

charges paid are all includible in the assessable value. [Rule 10 of the Customs (Determination of Value 

of Imported Goods) Rules, 2007]. 

3. Buying commission is not included in the assessable value.  [Rule 10(1)(a) of the Customs 

(Determination of Value of Imported Goods) Rules, 2007). 

4. Only ship demurrage charges on chartered vessels are included in the cost of transport of the imported 

goods.  Thus, demurrage charges for delay in clearing the machine from the Airport will not be 

includible in the assessable value.  [Explanation to Rule 10(2) of the Customs (Determination of Value of 

Imported Goods) Rules, 2007] 

5. Landing charges @ 1% of the CIF value are includible in the assessable value, whether actually incurred 

or not.  [Clause (ii) of first proviso to rule 10(2) of the Customs (Determination of value of Imported 

Goods) Rules, 2007).  

6. As per Explanation to section 14(1) of the Customs Act, 1962, assessable value should be calculated with 

reference to the rate of exchange notified by the CBEC. 

 

Question 10: 

Vipul imported certain goods in December, 2013.  An ‘into Bond’ bill of entry was presented on 14
th
 December, 

2013 and goods were cleared from the port for warehousing.  Assessable value on that date was US $ 1,00,000.  

The order permitting the deposit of goods in warehouse for four months was issued on 21
st
 December, 2013.  

Vipul deposited the goods in warehouse on the same day but did not clear the imported goods even after the 

warehousing period got over on 20
th
 April, 2014.  

 

A notice was issued under section 72 of the Customs Act, 1962, demanding duty, interest and other charges.  

Vipul cleared the goods on 14
th
 May, 2014.  Compute the amount of duty and interest payable by Vipul while 

removing the goods on the basis of following information: 

Particulars 14-12-2013 20-04-214 14-05-2014 

Rate of exchange per US $ (as notified by Central Board 

of Excise & Customs) 

Basic customs duty 

Rs. 65.320 

 

15% 

Rs. 65.40 

 

10% 

Rs. 65.50 

 

12% 

Additional duties of customs leviable under section 3(1) and 3(5) are exempt.  
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Answer: 

Computation of import duty payable by Vipul 

Particulars Amount (US $) 

Assessable value 1,00,000 

 Amount (Rs. 

Value in Indian currency (US $ 1,00,000 x Rs. 65.20) [Note 1] 65,20,000 

Customs duty @ 10% [Note 2] 6,52,000 

Add: Education cess @ 2% 13,040 

Add: Seconday and higher education cess @ 1% 6,520 

Total customs duty payable 6,71,560 

 

Note: 

1. As per third proviso to section 14(1) of the Customs Act, 1962, assessable value has to be calculated with 

reference to the rate of exchange prevalent on the date on which the into bond bill of entry is presented 

for warehousing under section 46 of the Customs Act, 1962. 

2. Goods which are not removed within the permissible period are deemed to be improperly removed in 

terms of section 72 of the Customs Act, 1962 on the day they should have been removed [Kesoram 

Rayon v. CC 1996 (86) ELT 464 (SC)].  The applicable rate of duty in such a case is the rate of duty 

prevalent on the last date on which the goods should have been removed.  

3. It has been assumed that the term “no other customs duty” refers only to customs duties and not to 

education cesses.  

 As per section 61(2)(ii) of Customs Act, 1962, where any warehoused goods (not meant for being used in 

100% EOU) remain in a warehouse beyond a period of ninety days, interest would be payable on the 

amount of duty payable at the time of clearance of the goods (in accordance with the provisions of 

section 15 on the warehoused goods), for the period from the expiry of the said 90 days till the date of 

payment of duty on the warehoused goods.  

 As per Notification No. 28/2002-Cus. (NT) dated 13.05.2002, interest is payable at the rate of 15% p.a. 

 Therefore, interest payable will be computed as under: 

Period of ninety days commence from the date of deposit of the goods in the 

warehouse Circular No. 39/2013 Cus dated 01.10.2013] 

Period of ninety days expire on  

No. of days for which interest shall be payable [11 days of March + 30 days of April + 

14 days of May] 

     15  55 

Interest Payable = Rs. 6,71,560 x-------    x      ---------        (rounded off) 

     100  365 

 

21.12.2013 

 

20.03.2014 

55 days 

 

 

 

Rs. 15,179 

 


