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5-1-2. TR RIS T A REFHEEBIORE
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5-1-3. Circular No.07/2020-Cus O
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Clause 1

The circular requires that field formations rely upon a chartered engineer's inspection report while
valuing imports of second hand machinery and that inspection/appraisement reports issued at the

port of loading should be accepted.

WEGEE L, WA RO MR E 2. ARSI EIC L MRS EICES Z L2 B
FHFRICR DD DO TH Y, B CRITINRE /e EEIZE IR TR S
RNETHLDOTH A,

Clause 4.1

Where used second hand machinery is sold for export to India and the sale meets all of the
requirements set out in Customs Valuation (Determination of Value of Imported Goods) Rules 2007,
the price paid or payable for the goods is to be used as the basis for determining the assessable

value.

IS A RO O 7= DIZFEEI S L, EOFEEIN 2007 F-RABLREAMN (A 5 Ok
DOWE) HHI (CVR200NDIZE D BT B AT 72 L TV A5, D71 3dh-
7oy BDHWIESEL D REAMiME DS, FBEHMEEZ R ET AT DL 72 5,

Clause 4.2

However, it is frequently the case that as part of an arrangement, separate from the contract of sale,
the second hand machineries are reconditioned, refurbished, modernized, or otherwise improved
prior to their importation into India. In such situations, there is a change in the condition of the
goods brought about prior to their importation. Similarly, other costs such pre-shipment inspection,

dismantling and crating charges may be incurred by the buyer after the sale of the goods.

L LB LTI O b d—i & LT, Rtk A > FICEA SR 5RNC, &
L, dE, BAb. HOVIEZOMO FETHEES N TV DL —REE0, 2O X )7k

PLCIE, BALIENCESOIRIBICEFE NN Z 5T\ 5, FERIC, HfRTRA, f@i,
WM E OB Z | BEmORTRIBAEPNBHET 2558038 5,




Clause 4.3

In view of the nature of goods, there may be certain difficulties in applying Rule 4 or 5 of the CVR,
2007. These difficulties arise from the fact that the goods being valued are used second hand
machinery, and it may be difficult to find data relating to sales of such goods to India, which could

be considered identical or similar and meet all the requirements of Rule 4 and 5 of the CVR, 2007.

PAsn OME 2 BT 5 &, 2007 FRABFHMEN (CVR) OBl 4 LV 5 2@+ 50
WETHRERGERD D EBE2 BND, ZhDORBEIX, SIS & 72 2 R A H i
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WITHFERLD 7 — A & FLedZ L 3T & 2007 4 CVR OHFLHI 4 B L OS5 OFE A2 42Tz 3
T =R EROTFHDIIRETHA 9,

CVR HHI 4 : [A—fhOHES|%E
¢ [RFFICEmA Sz R— M OB A UL CiET 5,

CVR BAI 5 : a5 OB | %8
% [RIFFHHCEA S =B8R OGS 8% LI CIRET 5,

Clause 4.4

Similarly, application of Rule 7 of CVR, 2007 where under goods being appraised are valued on the
basis of subsequent sales of identical or similar goods in India, may also not be possible because the
goods being appraised are imported for use rather than for resale. The difficulty of finding such sales
of goods which could be considered identical or similar to the goods being appraised, may preclude

the application of this method.

[FIERIC, EEEXIR L e DRMmA, Al — F XL OME RN E D% A > FTIRGE S D 1likE
DWW TRl S5 5546, 2007 4 CVR BLHI 7 OB AR ARETZ LB R bivd, HERTS
LD O LpEiE, BT 5720 TR, HHTA-HL LTHAISNLTNDENGT
bo, WERMRELERDEMEFR =D WITELT 5 L B INDrMmE o0 2003 EEER
72, ZOFMFIEEIARARTHD LEZ DD,
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X ENAGEIZER 2 FECEE - ENEREEL - (RO - BIBLKL OV OB IR

Clause 4.5

Under Rule 8 of the CVR, 2007, goods are valued using the computed value method which is based,
among other things on the cost of production of the goods being appraised plus an amount for profit
and general expenses. However, since used capital goods are not manufactured as such, viz, as old

and used machinery, it is not possible to calculate assessable value based upon the cost of




production.
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+ Rule 10 (2)
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++ PrREE (FOB fiif% X 1%)

Clause 4.5

It follows that in cases where used capital goods cannot be appraised under Rule 3, and where there
may be difficulty in applying Rules 4 to 8 of the CVR, 2007, the proper officer may be required to
apply the residual method under Rule 9 so as to factor condition, depreciation, refurbishment,
charges of disassembly & packing and any expenses incurred by way of pre-shipment inspection

agency charges etc.

o T, HEEARMMPHH 3 O FCEETERWES, 72, 2007 4 CVR #lH] 4 B LV 8
ZEAT O8N LGS, L _XEBENHA 9 O T ToOmEM A FEEEAE L, M
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Clause 4.7

Given the nature of challenges in computing the value of second hand machinery under Rule 9 and
the need to ensure that the approach applied reflects commercial reality and results in a value which
is fair, and is arrived through uniform processes by all custom houses, it is felt that it is necessary to

obtain inspection I appraisement reports from qualified neutral parties.

BHI 9 O FCTHEEOME Z 3R 2BROME, 610, #BH I D FIESIEENBLE
%ﬁ%b\%®%%&LT®EEﬁMﬁﬁbn EHICATORBETY 7R %2/
TZRHEAMTOARITIUE R DN E VWD BEB X D & AROE =F BN b R/ E H
EEEAFTOHLERSD EBbNS,

Clause 4.8

For this purpose, the Board has decided that Inspection/Appraisement Reports issued by Chartered
Engineers, or their equivalent, based in the country of sale of the second hand machinery shall be
accepted by all Custom Houses. For the purposes of uniformity, the format in which
inspection/appraisement reports shall be prepared by the Chartered Engineer is annexed to this

circular.

ODT;&)éI)% i Epé‘%mo)aﬁjh. m < ﬁmu%ﬁTﬁ%&)éb\ i%h
YS9 BB BT LI ER S FIZOW T, B TRHEINLIRETHD &n‘*
ST, ¥z tko7ed, NERBEME PR D A/ A O E Z OEEICH
9%,

Clause 4.8

In the event that an importer does not produce an inspection/appraisement report in the prescribed
format from the country of sale, he shall be free to engage the services of any Chartered Engineer

from those empanelled by the Custom House of the port of import.

%ﬂ%%‘?ﬁ‘iﬁ&?ﬁT‘%’EEEéﬂf:?ﬁﬁﬁ%f@*ﬁﬁ/ﬁiﬁ%&%é%%ﬁT“% RGO
EH T AN THBIORE SN EEORARBEEICL 2 — A 2FMT 2R TE
Do

Clause 4.9

No Custom House shall require any importer to have an inspection I appraisement report of second
hand machinery from a particular Chartered Engineer. The importer shall be free to select any

chartered engineer, empaneled by the Custom House for the respective class of goods, if so required.

BB, W 2EAZEZ TR LT B oD /8 E o 3 2 R E O ARB BN 1T
RS2 Z & 2RO TUTR B R, WAREFIT, LEIISLT, fMmOfEHI &Iz, B
BIANEH L2 h s DAEE O RNGREIN A 2 B HICEIRT 5 2 L8 TE 5,




Clause 5

All the Custom Houses are also hereby advised to empanel Chartered Engineers as per the
requirements provided in this Circular immediately for the purpose of valuation of second hand
machinery. The applicants must possess qualification for appraisement/inspection of second hand

machinery and certified as such by the Institute of Chartered Engineers.

FTANTOBPGTH EHAK DT M A2 HAY & U TABAICREH S BRI - T, AR
BEBEET DL L@ 5, HEEH TP EEMOBEE/MEOCERK 2 A L ARSI A HE
DWEZRZT TWDUENRD D,

Clause 5.1

It is also clarified that upon the empanelment of Chartered Engineers by the Custom Houses. The
practice of accepting certification from PSIAs for valuation of second hand machinery shall be
discontinued. Those Customs Houses who already have empanelled Chartered Engineers for the
valuation of second hand machinery may continue with those empanelled engineers as per the terms

of the empanelment unless requirements dictate otherwise.

FiEADNATREINE 2 E Lo Ha . Tl O FAMIZEI L CTid PSIAs 726 OFEE 21T
ANDEATIZBE L S 72 i A S 7\, Witk O R O 72 0 I BEIC AR BN # 4 14T
LTWOBIBNIT, EHNRRDGEERE ., BISHERE Lico =7 OF M 2 ke
L ENTED,

Clause 5.2

It is also clarified that PSIAs who have the requisite qualifications for being empanelled as a
Chartered Engineer for valuation of second hand machinery may make an application to the

respective Customs House for consideration of empanelment.

F 7o, PG OB E ISR T A i 2 TV D PSIAs 1E, AFRHETNE & L ORE X
D TZOITRE~FFEEITY 2 &,

Clause 6

To sum up, the following guidelines shall be followed:

a). All imports of second hand machinery I used capital goods shall be ordinarily accompanied by an
inspection [ appraisement report issued by an overseas chartered engineer or equivalent, prepared
upon examination of the goods at the place of sale.

b). The report of the chartered engineer or equivalent should be as per the Form A annexed to this
circular.

¢). In the event of the importer failing to procure an overseas report of inspection/appraisement of
the goods, he may have the goods inspected by any one of the Chartered Engineers empanelled
locally by the respective Custom Houses.

d). In cases where the report is to be prepared by the Chartered Engineers empanelled by Custom

Houses, the same shall be in the Form B annexed to this circular.
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Clause 6

e). The value declared by the importer shall be examined with respect to the report of the chartered
engineer Similarly, the declared value shall be examined with respect to the depreciated value of the
goods determined in terms of the circular No. 493/124/86-Cus VI dated 19/11/1987 and dated
4/1/1988.

If such comparison does not create any doubt regarding the declared value of the goods, the same
may be appraised under rule 3 of the CVR, 2007. If there are significant differences arising from
such comparison, Rule 12 of the CVR, 2007 requires that the proper officer shall seek an
explanation from the importer justifying the declared value.

The proper officer may then evaluate the evidence put forth by the importer and after giving due
consideration to factors such as depreciation, refurbishment or reconditioning (if any), and condition
of the goods, determine whether the declared transaction value conforms to Rule 3 of CVR, 2007.
Otherwise, the proper officer may proceed to determine the value of the goods, sequentially, in terms

of rule 4 to 9.
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Clause 7

Circular No.25/2015 dated 15th October, 2015 stands superseded with the issue of this circular.

ABEONREIZ, 2015 410 H 15 BATOIEE No.25/2015 ([ZEET 5,
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CIRCULAR NO.07/2020-CUSTOMS
Dated 5th February, 2020
F.No0.467/34/2006-Cus.V
Ministry of Finance
Department of Revenue
Tax Research Unit
Central Board of Indirect Taxes & Customs
sk oskok skesk
To,
All Principal Chief Commissioners/Chief Commissioners of Customs,
Principal Directors General/Directors General of Customs,
Principal Commissioners/Commissioner of Customs.

Valuation of second hand machinery-regarding

Representations have been received from the trade regarding Circular No.25/2015-Customs dated 15th October, 2015
on valuation of second hand machinery. For this purpose, the circular requires customs to rely upon inspection report
either issued at the port of loading by overseas Chartered Engineer or issued upon import by a pre-shipment
inspection agency (PSIA) notified by DGFT, or by a chartered engineer empanelled by the Custom House where the
DGEFT approved PSIAs are not available.

2015 4 10 A 15 AT o ol Bk OFFAfIZ B9~ 5 3@ %1 (Circular No.25/2015-Customs) (242 BN F
LTV D, ZO7w)  ATEFNIIIBLBI A A Bk OFFARIZ B L T F88E THlpgh O 238 = >3’ =7 (Chartered
Engineer) (2 > CTHRITIN7- A dHSE, £ 72138 AFEZ DGFT (Directorate General of Foreign Trade) (2
Ko Tl S N MR AR (PSIA) & L <13 DGFT 23K L7 MFEATIR AR 0 R T & 2B
WZiE, BECTEE SN ART U V=TI Lo TRITSNTERAEREELZFAT 22 LR BN D,

2. It has been represented that the PSIAs empanelled by DGFT are insufficient in number leading to delay in
clearances. It has also been informed that PSIAs empanelled by DGFT are not qualified for appraising second hand
machinery.

DGFT OfaEMBERTRAMEE (PSIA) BN AL TEY ., TN @EEXOBIEZ5| SR L TWH EDE
REH &7z, F7=. DGFT DR THERTRAFEED 1 A R Ak oD 885 8 12 138 RS TIE 22 & OIS f2
N7,

3. In this regard, DGFT vide O.M.No0.01/93/180/51/AM-16/PC II(B)/E-1500/176 dated 3rd September 2019, has
clarified that PSIAs are meant only for certifying that consignments of metal scrap are free of radio-active agents and
explosives. The PSIAs are not required to be qualified as engineers. Also, ascertaining the age of a second hand
machine is an engineering exercise and can be performed only by a qualified engineer. Thus, certifying the age of
machines is beyond the jurisdiction of PSIAs.

Z OMFIZBI L CDGFT 12201949 H 3 H A+ 0.M.No.01/93/180/51/AM-16/PC 1I(B)/E-1500/176 (Z 33\ T,
TR AR AR (PSIAs) 1ZBB AV 7 v TN EMECIER M 2 EE W2 L 2T 272006 DT
o5 L RARMEIZIIR TN D, PSIAs [FHATH & L TOEKAZEI oV, Elodibtiiko (MH) FEERE
T5HZ EIIHINEICEDEETHY , BEREMEIC LT ZENTER, LEN-T, #igo (it
) 5 AFEAT 5 2 L 13 PSIAs OFEESTH 5,

R OFEHERIT—BHEEE N B A RRE G20 L. i B TOER T PERFIB P K&, BXEZRHLT 5D TIR
TEVEHADOTABERHIRE T2 MR 2K /HFHIC B L TR —YOHEEZAVE A, M. BIRISSCHAITL 3R T THEATH
FEFTRIBECHLLFES



4. After due consideration of clarification from DGFT and representations made by trade. Board has decided that
henceforth for inspection/appraisement of second hand machinery, the following procedure shall be followed:

DGFT 75 QW72 & ATz +43I2 BB L. YRITIROFICHE D = & 2 IRE LT,
AP IO RAARE I, FOFRE 25152 L,

4.1 Where used second hand machinery is sold for export to India and the sale meets all of the requirements set out in
Customs Valuation (Determination of Value of Imported Goods) Rules 2007, the price paid or payable for the goods
is to be used as the basis for determining the assessable value.

b A A R~ DI O 72 DIZFEH & 4L, £ O5EEINY 2007 FRABEHL  (HA & OMRs O E) B
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4.2 However, it is frequently the case that as part of an arrangement, separate from the contract of sale, the second
hand machineries are reconditioned, refurbished, modernized, or otherwise improved prior to their importation into
India. In such situations, there is a change in the condition of the goods brought about prior to their importation.
Similarly, other costs such pre-shipment inspection, dismantling and crating charges may be incurred by the buyer
after the sale of the goods. Costs of all such elements need to be determined for the purpose of arriving at the value
under section 14 of the Customs Act. Thus, there may be instances where the requirements of Rule 3 of the Valuation
Rules are not met, in which case, the value for imposition of duty must be determined under one of the subsequent
methods of valuation applied in sequential order.

L2 LEREEK LZHOBWMY OO —F L LT, Prliins 1 > FZimA SN HAnc, B, thiE, mofr
bt HDWVIEZDOMDOFIETHEINTND T —RFZ, T X5 2R Tik. S ALLATIZpE L O IR 8
ICEEDPMA BTN D, RIS, HATATRE, A, WOt REOBEMEZ, MihORER AR
WRIET 560855,

FARGIED 14 2D T CRMlEZ HET 2 ARDO=0IZiE, 29 LEEMAPKE SR THIER b2, Z0
F oz, FHIBRAI ORI 3 IZED DT B 2w 7z SRV D D03, £ DR, BTG & 72 DAk,
AT OFHI T 15 2 3B 00 L TIRIE S T U7 5720,

4.3 In view of the nature of goods, there may be certain difficulties in applying Rule 4 or 5 of the CVR. 2007. These
difficulties arise from the fact that the goods being valued are used second hand machinery, and it may be difficult to
find data relating to sales of such goods to India, which could be considered identical or similar and meet all the
requirements of Rule 4 and 5 of the CVR, 2007.
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4.4 Similarly, application of Rule 7 of CVR, 2007 where under goods being appraised are valued on the basis of
subsequent sales of identical or similar goods in India, may also not be possible because the goods being appraised
are imported for use rather than for resale. The difficulty of finding such sales of goods which could be considered
identical or similar to the goods being appraised, may preclude the application of this method.
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4.5 Under Rule 8 of the CVR, 2007, goods are valued using the computed value method which is based, among other
things on the cost of production of the goods being appraised plus an amount for profit and general expenses.
However, since used capital goods are not manufactured as such, viz, as old and used machinery, it is not possible to
calculate assessable value based upon the cost of production.
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4.6 It follows that in cases where used capital goods cannot be appraised under Rule 3, and where there may be
difficulty in applying Rules 4 to 8 of the CVR, 2007, the proper officer may be required to apply the residual method
under Rule 9 so as to factor condition, depreciation, refurbishment, charges of disassembly & packing and any
expenses incurred by way of pre-shipment inspection agency charges etc.
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4.7 Given the nature of challenges in computing the value of second hand machinery under Rule 9, and the need to
ensure that the approach applied reflects commercial reality and results in a value which is fair, and is arrived through
uniform processes by all Custom Houses, it is felt that it is necessary to obtain inspection/appraisement reports from
qualified neutral parties.
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4.8 For this purpose, the Board has decided that Inspection/Appraisement Reports issued by Chartered Engineers, or
their equivalent, based in the country of sale of the second hand machinery shall be accepted by all Custom Houses.
For the purposes of uniformity, the format in which inspection/appraisement reports shall be prepared by the
Chartered Engineer is annexed to this circular.

In the event that an importer does not produce an inspection/appraisement report in the prescribed format from the
country of sale, he shall be free to engage the services of any Chartered Engineer from those empanelled by the
Custom House of the port of import.
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4.9 No Custom House shall require any importer to have an inspection/appraisement report of second hand machinery
from a particular Chartered Engineer. The importer shall be free to select any chartered engineer, empanelled by the
Custom House for the respective class of goods. if so required.
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5. All the Custom Houses are also hereby advised to empanel Chartered Engineers as per the requirements provided
in this Circular immediately for the purpose of valuation of second hand machinery. The applicants must possess
qualification for appraisement/inspection of second hand machinery and certified as such by the Institute of Chartered
Engineers.
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5.1 It is also clarified that upon the empanelment of Chartered Engineers by the Custom Houses. The practice of
accepting certification from PSIAs for valuation of second hand machinery shall be discontinued. Those Customs
Houses who already have empanelled Chartered Engineers for the valuation of second hand machinery may continue
with those empanelled engineers as per the terms of the empanelment unless requirements dictate otherwise.
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5.2 It is also clarified that PSIAs who have the requisite qualifications for being empanelled as a Chartered Engineer
for valuation of second hand machinery may make an application to the respective Customs House for consideration
of empanelment.
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6. To sum up, the following guidelines shall be followed:
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(a) All imports of second hand machinery/used capital goods shall be ordinarily accompanied by an
inspection/appraisement report issued by an overseas Chartered Engineer or equivalent, prepared upon examination
of the goods at the place of sale.
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(b) The report of the overseas chartered engineer or equivalent should be as per the Form A annexed to this circular.
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(c) In the event of the importer failing to procure an overseas report of inspection/appraisement of the goods, he may
have the goods inspected by any one of the Chartered Engineers empanelled locally by the respective Custom
Houses.
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(d) In cases where the report is to be prepared by the Chartered Engineers empanelled by Custom Houses, the same
shall be in the Form B annexed to this circular.
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(e) The value declared by the importer shall be examined with respect to the report of the Chartered Engineer.
Similarly, the declared value shall be examined with respect to the depreciated value of the goods determined in terms
of the circular N0.493/124/86-Cus VI dated 19/11/1987 and dated 4/1/1988. If such comparison does not create any
doubt regarding the declared value of the goods, the same may be appraised under rule 3 of the CVR, 2007. If there
are significant differences arising from such comparison, Rule 12 of the CVR, 2007 requires that the proper officer
shall seek an explanation from the importer justifying the declared value. The proper officer may then evaluate the
evidence put forth by the importer and after giving due consideration to factors such as depreciation, refurbishment or
reconditioning (if any), and condition of the goods, determine whether the declared transaction value conforms to
Rule 3 of CVR, 2007. Otherwise, the proper officer may proceed to determine the value of the goods, sequentially, in
terms of rule 4 to 9.
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7. Circular N0.25/2015 dated 15th October, 2015 stands superseded with the issue of this circular.
ATBEDONEIE, 2015 £ 10 A 15 A O@E No.25/2015 (TS 2,
8. Clarification, if any, may be sought from the Board.

9. Hindi version follows.
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