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Circalar No.07/2020-Customs

F. No. 467/34/2006-Cus.V
Government of India
Ministry of Finance
Department of Revenue
Central Board of Indirect Taxes & Customs

FrEEEE

North Block, New Delhi
Dated the 05 February, 2020

To,

All Principal Chief Commissioners/Chicf Commissioners of Customs,
Principal Directors General/Dvirectors General of Customs,
Principal Commissioners/Commissioner of Customs.

Madam/Sir,

Subject: Valuation of second hand machinery -regarding

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

4 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.

3, In thiz regard, DGFT vide O.M. No. 01/93/180/51/AM-16/PC I{BVE-1500/176 dated
1" 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 qualifiecd as engineers. Also, ascerlaining 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,

4, Alter 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:

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.
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4.2 However, it is frequently the case that as part of an arrangement, scparate 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 abowt prior to their importation. Similarly. other costs
such pre-shipment inspection, dismantling and crating charges may be incurred by the buver
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.

43 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 1o 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.

44 Similarly, application of Rule 7 of CVE. 2007 where under goods being appraised arc
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 imporied 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 spplication of this method,

4.5 Under Rule 8 of the CVR, 2007, goods are valued using the computed value method
which is bascd, 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.

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 ¥ of the CVR, 2007, the proper
officer may be required to apply the residual method under Rule 9 50 as to factor condition,
depreciation, refurbishment, charges of disassembly & packing and any expenses incurred by
way of pre-shipment inspection agency charges ete.

4.7  Given the nature of challenges in computing the value of second hand machinary
under Rulc 9, and the need 1o ensure that the approach applied reflects commercial reality and
results in a value which is fair, and is artived through uniform processes by all Custom
Houses, it is felt that it is necessary to obtain inspection/appraisement reports from qualified
neutral parties;

4.8 For this purpose, the Board has decided that Inspection/Appraisement Reponts ssued
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
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wonexed 10 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 impaort,

4.9  No Custom House shall require any impaorter o have an inspection/appraisement
report of second hand machinery from a particular Chartered Engineer, The importer shall be
frec to select any chartered engineer, empanelled by the Custom House for the respective
class of goods, if so required.

5. All the Custom Houses are also hereby advised to empanc] Chartered Engineers as per
the requirements provided in this Circular immediately for the purpose of valuation of second
hand machinery, The applicants must possess qualificstion for appraisement/inspection of
second hand machinery and certified s such by the Institute of Chartered Engineers.

3.1 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 empanclment unless requirements dictate
otherwise.

>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. To sum up. the following guidelines shall be followed:

()  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,

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

le)  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 10 be prepared by the Chartered Engineers
empanelled by Custom Houses, the same shall be in the Form B annexed to this
circular.

{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
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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 CVE. 2007
requires that the proper officer shall seck an explanation from the importer
Justifying the declared value. The proper officer may then evaluate the evidence
put forth by the importer and afier 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 10 9.

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

8. Clarification, if any, may be sought from the Board,
9, Hindi version follows.

(M
Joint Commissioner (Castoms)
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Form A
{Reder Para & (b) of Clrewdar Mo, 07/ 2020-Customs dmed 05 Fehnury 2030}

[On the ktter head of the Chartered Engineer/Firm or an equivalent entity bn the country of sale|

I- T—— e ——.
enachinery

(naumud’urmm!ad engineer) bereby certify that | have currled out an inspection of the ussd
coverdd  under  dnvoloe o _ ileted ismued by
_(nnmie of compomy/finn} a5 per the details given heflow.

2 FWe have visusily inspecied the second kand machinery!cipitnl goods snd certif the following:

nj Couniry of nspection

Dtz of Inspecting
Duration of mspection (in hours)

E)  Deails of seller;

ii Mame:
Hy  Address:
(i}  Telephome No,
(i¥) E-mall_

(vl stwues Actund user or dedler

e} Detalls of Imporier:

(i) HWame
(i) Adcdnss:
(i)  Imporier Exporer Code Mo,

d}  Details of the goods

(i)  Mome of Masulbeurer of the machine (with sddnse/eoantryteliwehsite, if
mvailabie; in case ol multiple machines or o plat. details may be provided in @ scparage sheet)

{il]  Year of the manufcture of machinery:

{iii}  Serial no. / 10 Mo. or the monufacturer's plate afficed on the machine: :

{please also enciose a photogruph)

(v}  TDrescription of Machine

(vl Whether ariginal invoice of the machine is svailnble?

(W]  IF yes, value Cumenoy Dty of Ieveoice iplease enclose
cupi'}

fvii} If oo, please extimate the orlginal sale price of the machinery,

iviiih Presend condition of machinery and expecied Hiespan:

{In case the goods being inspected are sccond hond spanes of capital goods. it shasld be conifiod
whether "such spares have ot beast 80% residual Tifi of originel spase™) Refer: Para 2.31 of the Forelgn
Tracke Pelicy 2015-20

{Please wiach close up photographs of the mochinery: mubiple phodoprophs may be isken, if
PCEsEary. |

{ix)  Has nmy reconditioning or repairs heen camied out immediately preceding this Inspeciion:
YESXa
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(xi Lr;ns.hm::hwchcmmrﬁuluutulﬂtmpmwdlm seller ar by the purchaser or o third

) Are there imvodoes to indicate the crist thereal® WESMN  pleise enclose relevant mvaicas)

(xil) I M then estimaied cost thereof B

(xiif} Please briefly deseribe the natare of repairs andfar refurhishment:

(xivp Ase there any chargpes incurred / 1o be incurred by the purchaser. far dismontling. packing and

Iransporting the machinery o the poet ef expon? IF yes. pl indicass ihe charges

;:r Anzy cstalogoes ¢ documentntion of the muchine are svailable? If veq, plense provide the detnils
copies,

el The fllowing means/widstechnieal reférences material bave been used for inspecting the geods:

i)
(aLp
(i) ——

I 1"We hereby declane that the particulare snd saiemensts mado i this certificate sre tnwe ond correct,

Diata

Senl of the

Instrwetisms:

Signature e

Nmme of the nspecting Person/ingpector
Dhesipnatbon B

Auddreas (Office)
E=muil Adddress
FPhome Mumbes ==

1. This certificate shall be presented before Indian Cassoms by the importer of the second band machine () o5 2 par
ol the import declarmtion under Customs Act, 1962, which Is o begal decharation.

4. The Charicred Enginces/Ulinrtered Valuer! Qualified Expert must enclose u copy of the cortificste [ssaed by a
national body which qualifies im w0 perform sich appraissnent inspection.

3. The photngraph of (b Chartered Engineer’ Chartered Valuer! Qualified Expert shall be affixed to this report.
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Form B

(Refer Pare & () of Circular No 0T 2020-Customs dated 05 Febaaary 2020)

{On the letter Head of the Chartered Engincer/firm if inspecthon report is iasued in India]

Pl {nnme of charisned engineer) bituby cortify that | have enrrled out an ingpection of the used machinery
hemliu under immice so____ doted bssued by iname of co} a5 per the details given
¥,

3 V'We have visually inspected the second hand machinery/capital goods and certify the following:

) Place of Inspection
Dote of Inspection
Duration of inspection {In hoiss)

b} Dietails of Emporter:

il Mame:

G Address:

(i) Impower Exporter Code Mo
cl Dedalls of the goods:

(it Name of Manufactarer of the machine  {with address'comntrytelwehsite, i
&viilnhile: in case of multiple mnchines o & piant, detnils may be provided in 0 separate sheet)

(f}  Yeurof the manufocture of machinery:

(fiy Serial nod 0T Mo, or the mumufacturer's plme alfixed on the mochine:

{plense mlso onclose a photagraph)

{ivd  Dhescdpiion of Mechine

v} Whether original invaice relating to the machine s available®

ivll B ves vilee CLEFERCY Diate af Invoies  plense encloss
capivy

(vll) Ino, plesse estimute the original sale price of the machinery:

{vii) Present condition of machinery und expected fifespan:

{In case the poods being inspecied are second hand spares of capital goods. it should be certified
whether “such spares have ot least $0% residual lifio of original sparc™) Refir- Parn 2,31 of the Fosign
Trade Policy  20015-20

{Please miach close wp photographs of the machinery; muftipic phikograpbs moy be taken, 7
necessany. |

(ix) Has any reconditioning or repairs been camied 0wt immediately preceding this inspectlon:
YESMa

(x) If yes, have these boen camried oul of the cxpense of the seller or by the purchaser or g third
party®

(E) Are there inveices o indicale the cost thereol YESNO (plense enlose felevant imwices)
(xii) 1Mo, then extimated cost thereol
[xiii} Please briefly desiribe the matune of repairs andfor refurbishment:

[xiv) wmmm:ﬁmmm-mmm.rwﬁm“n@m-dmmm
mnchinery o the port of export? If yes. please indicate the charpes
{xv] lsfare eny crialogues/documentation of the machine svallubie? If ves. please provide the details
and copies.
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dj The follvwing meana'sidittechnical reference materinl huve been msid Fur imspecting the goods:
i,

il,

ik

3. 1'We hereby declare thut the particulars and statements made in this certificate st frss and comect,

Ciabe 5 grend e
Namee of the: Inspecting Person'Inspector B
Seal of the Des
1 linig Eonatioi
Agency Address (Oilicc)
E-mnil Address
Fhome Mumbes
Instruchinns:

l. This cerificate shall be presented befire Indimn Cusoms by the importer of the secand hEnd machine (5) 62 a
peart of the import declarstion usder Cuetoms Act, 1962, which is a legsl declasation,

2. The Chartered Engincer must enclose o copy of the centificate dssued by the institue of Charensd Enginesrs.
whileh qusslifies him io perfim: sach appraisementinspection

3 Please attach copy of Cistams House letier mutharising you/yoar firm as an empancliod charered enginesr,



