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}Section 14 of Customs Act

}Valuation rules
ƁPrior to 1988 ðBDV concept (Customs Valuation 

Rules, 1963)

Ɓ1988 onwards Transaction Value Concept (Customs 
Valuation Rules 1988 and 2007)



2

Lakshmikumaran & Sridharan

} Value of imported/export goods shall be:
ƁTransaction value i.e.

¶Price actually paid or payable for the goods

ƁSold for export to India

ƁFor delivery at the time & place of importation

ƁWhere the buyer & seller are not related

ƁPrice is the sole consideration for the sale
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}Based on GATT Valuation Principles

}Rule 3 provides for acceptance of TV with 
some adjustments as per Rule 10
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}Rule 3 also provides for situations where TV 
cannot be accepted:
ƁWhere there are restrictions as to disposition or use 

of the goods

ƁWhere the sale is subject to some condition for 
which a value cannot be determined

ƁWhere any part of the proceeds of any subsequent 
disposition of goods by the buyer accrues to the 
seller
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}Where buyer and seller are related, TV to be 
accepted only if
ƁRelationship has not influenced the price

ƁImporter establishes that price approximates

¶TV of identical/similar goods

¶Deductive value for identical/similar goods

¶Computed value for identical/similar goods
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}Rule 4: Identical Goods Method

}Rule 5: Similar Goods Method

}Rule 7: Deductive Value Method

}Rule 8: Computed Value Method

}Rule 9: Residual Method
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}Goods must have been imported at or about 
the same time

}Goods must be in the same commercial and 
quantity level

}In the absence of such sale, TV of different 
commercial or quantity level or both can be 
taken but:
ƁTV to be adjusted on the basis of demonstrated 

evidence
ƁReasonableness and accuracy of adjustments to 

be established
ƁIrrespective of resulting increase or decrease in 

TV
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}Provides for adjustments for costs and 
charges

}In case more than one TV of identical goods 
found then lowest such value to be used
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}Goods must have been imported at or about 
the same time

}Goods must be in the same commercial and 
quantity level

}In the absence of such sale, TV of different 
commercial or quantity level or both can be 
taken but:
ƁTV to be adjusted on the basis of demonstrated 

evidence
ƁReasonableness and accuracy of adjustments to 

be established
ƁIrrespective of resulting increase or decrease in 

TV
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}TV based on 
Ɓunit sale price in the country of importation (sold in 

greatest aggregate quantity)

ƁOf imported/identical/similar goods

ƁImported at or about the same time

ƁSold to unrelated buyers 

Ɓsubject to certain deductions
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}deductions to be carried out: 
ƁCommission, Profit and General expenses 

ƁMarketing expenses

ƁCost of transport and insurance

ƁDuties and other Taxes payable
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}Computed Value
ƁCost or value of materials

ƁCost of fabrication / processing 

ƁProfit and general expenses ðin the country of 
export ðfor sale of goods of the same class

ƁCV to include cost of containers and cost of 
packing

ƁCV to include the appropriate value towards 
goods and services like components, tools, 
engineering and drawing etc.,
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}When value cannot be determined the 
preceding rules

}Value to be arrived at by using reasonable 
means

}On the basis of data available in India
ƁIdentical goods/Similar goods/Deductive method

}Shall not exceed the price in the course of 
international trade
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}Rule 10(1)(a)
Ɓcommission/brokerage

ƁCost of container/packing etc.

}Rule 10(1)(b)
ƁValue of materials, components, tools, dies, moulds 

etc.

}Rule 10(1)(c)
ƁRoyalties/license fees paid as condition of sale of 

goods
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}Rule 12: Rejection of declared value 
ƁReason to doubt the truth or accuracy

ƁValued declared

ƁExporter to furnish further information

ƁDocuments and evidence

ƁIf still has reasonable doubt 

ƁThen TV deemed to be not as per Rule 3(1)
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} Collector V Essar Gujarat [1997 (92) E.L.T. 
72 (S.C.)]

} Eicher Tractors Ltd. V Commissioner of 
Customs [2000 (122) E.L.T. 321 (S.C.)]

} Commissioner of Customs v Sony India Ltd. 
[2008 (231) E.L.T. 385]
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} Globalization and increased intra - company 
trade

} Manipulation of transfer price to reduce tax 
burden

} Taxable Income V/s Post- tax income

} Article 9 of OECD Model Tax Convention

} OECD Transfer Pricing Guidelines, 1995

} Armõs Length Principle
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} Price in intra - company transactions V/s Price 
in unrelated party transactions

} Profits or income accrued in intra - company 
transactions V/s Profits or income accrued in 
unrelated party transactions

} Armõs Length Price

Ɓ Transaction between unrelated parties, and

Ɓ Transaction in uncontrolled conditions
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} Introduced by Finance Act, 2001 (Section 92 to 
92F & Rule 10A to 10E)

} Subject Matter (international transaction 
between associated enterprises):

Ɓ Income, expenses, interest

Ɓ Transactions having bearing on profits, income, losses or 
assets

Ɓ Goods & Services, Tangible & Intangible

Ɓ Cost contribution arrangements

} Increase in losses or decrease in income ð
legislation does not apply

Lakshmikumaran & Sridharan

}International Transaction [s.92B]
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