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A copy of this order is provided free of cost to the person to whom it is issued.
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An appeal against this order shall lie with Smt. M.S. Dhurat, Additional Commissioner, the

First Appellate Authority, Directorate General of Valuation, 7 Floor, Annexe, New Custom
House, Ballard Estate, Mumbai-400001 (Tel. No0.022-22634521).
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The Appeal must be filed within 30 days from the date of receipt of this letter as
provided in Right to Information Act, 2005.

e ey wiferdt & safdasa §7 & a1 g9 3R & fov afda sfewfar &
AETH ¥ AT GSNFA 31 AT HiAesa RIS T
ZaT gEqd ST FRT B

Appeal may be submitted to the Appellate Authority in person or through the officers
nominated for this purpose or by registered post or through online RTI portal.
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Sub: RTI Request on Hurdles being faced by Indian Shipowners in respect of First Entry
process at various Custom Houses -wrongful collection of duty without show cause

notice and detention of vessels, filed by - Reg.
e o ofe o o ok ok ke ok

An online RTI request application bearing Registration No. No.DGVAL/R/T/24/00007 dated
02.09.2024 filed by
seeking information under the Right to Information Act 2005, was received on
RTI portal on 02.09.2024.

2. The applicant is seeking information on the above subject which details are re-produced
below:

“Ref File no. DGVAL/POL/TECH/BR/1/2022-POL-0O/o DG Val Mumbai
Subject - Hurdles being faced by Indian Shipowners in respect of First Entry process at various
Custom Houses -wrongful collection of duty without show cause notice and detention of vessels.

Kindly provide the file noting, appendices to file notes, minutes and record of the discussions in
respect of the meeting chaired by the DG Valuation held on 27th May 2022 with the Indian National
Shipowners Association at its office including all related information including documents, memos,
emails. advices. whether in physical or electronic form.”

3 In this regard. please find attached herewith copies of Minutes of the Meeting dated
27.05.2022 and letter F.No. DGVAL/POL/TECH/BR/1/2022-POL dated 25.07.2022 addressed to

___—-—-"".- =R i,

Central Board of Indirect Taxes & Customs. Further, it is observed that the remaining
information/documents sought by Ms. Thelma Beniz are internal correspondences made by this
Directorate General. Therefore, the remaining information/documents relating to letter bearing File No.
DGVAL/POL/TECH/BR/1/2022-POL-O/0 DG Val Mumbai are held by this Directorate General in its
fiduciary relationship, and as such, providing copies of the same has no relationship to any public
activity or interest, Hence, the documents/information cannot be provided/disclosed as it attracted

exemption under Section 8(1)(e) of the Right to Information Act 2005.
The RTI application dated 02.09.2024, accordingly, stands disposed of.

Yours faithfully,

Signed by Yogesh Kumar
Date: 23-09-2024 17:26:14

(Yogesh Kumar)
Encl: As above. Assistant Commissioner & CPIO
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MINUTES OF MEETING WITH THE REPRESENTATIVES OF INDIAN SHIP OWNERS ASSOCIATION

(INSA) HELD IN OFFICE OF PR. DG VALUATION, CUSTOMS, MUMBAI ON 27.05.2022

Sub: Minutes of meeting held with the representatives of the Indian National Shipowners
Association held on 27.05.2022 in the office of Pr. DG Valuation, Customs Mumbai.

As per Board’s letter bearing F.No. 466/22/2022-Cus V dated 04.04.2022 enclosing

representation dated 13.01.2022, a meeting was convened with the Indian National
Shipowners Association (INSA) on 27.05.2022 in the office of Pr. DG Valuation, New Custom
House, Ballard Estate, Mumbai. The meeting was chaired by Shri P. K. Agrawal, Principal
Director General, Directorate General of Valuation, (DGoV), Mumbai and was attended by the
following officers and representatives of INSA:
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Shri Radheshyam Sharma, Additional Commissioner, DGoV, Mumbai.

Shri M. Nagarajan, Assistant Commissioner, DGoV, Mumbai.

Shri Keshav Narvekar, Additional Assistant Director, DGoV, Mumbai.

Shri Ganesh Moholkar, Superintendent, DGoV, Mumbai.

Shri Anil Devli, CEO, Indian National Shipowners Association.

Shri Jayesh Trivedi, President (Legal) & Co. Secy, Great Eastern Shipping Company.
Ms. Sushma Singh, Dy. General Manager, Great Eastern Shipping Company.

Ms. Amita Chitnis, General Manager (Legal), Seven Islands Shipping Ltd.

Ms. Priyanka Sarda, Sr. Manager (Legal), Seven Islands Shipping Ltd.

Shri Neel Kumar, Manager, Great Eastern Shipping Company.

To begin with the Chairman welcomed all the participants and invited their attention to

the agenda of the meeting w.r.t. representation dated 13.01.2022 submitted to the Board by
INSA wherein this office was requested to examine issue no. 2 & 3 raised specifically pertaining
to Valuation norms.

POINTS DISCUSSED:




(a) ISSUE NO. 2: When the vessel is handed over to an Indian shipowner abroad, residual
bunkers and consumables are usually lying on board for allowing the vessel to sail, cost of
which is reimbursed by the shipowner to the seller of the vessel - called 'takeover bunkers'. In
most cases, the takeover bunkers are consumed way before the vessel calls the Indian port for
the first time. Usually, there are separate invoices for the vessel as well as for takeover bunkers
but the value of the takeover bunkers is remitted along with the purchase value of the vessel.
Despite this fact that usually the takeover bunkers are consumed well before "First Entry" into
the Indian port, customs authorities at few custom houses such as Mundra insist that value of
takeover bunkers be added to the assessable value of the vessel. This is illogical given that
these are two separate transactions with two separate invoices even though they appear to be
happening simultaneously. Furthermore, the value of the 'takeover bunkers' is added to the
value of the vessel when computing IGST payable on import.

Comments:

As regards the issue about addition of value of takeover bunkers to the assessable value of
vessels making first entry into an Indian Port, the Chairman enquired about the procedure
being adopted by the trade in this regard.

To this Shri Anil Devli, CEO, INSA informed that when an Indian flag vessel (which is on a coastal
voyage) make their first entry into an Indian Port, they have no objection for adding the value
of the ROB (Residual on Board) Bunker to the assessable value of the vessel, however, when an
Indian flag foreign-going vessel (which is on a foreign voyage) make its first entry into an Indian
Port, then the value of the takeover bunkers should not be added to the assessable value of the
vessel. Further, he also informed that as the vessel is on a foreign voyage, then the question of
adding the takeover bunker to the assessable value of the vessel does not arise. He informed
that sometimes the vessel after being bought by an Indian Shipowner make its first entry into
an Indian Port after a period of 3 to 4 years after purchase. In such a situation the takeover
bunker lying on the vessel while purchasing the same has already been exhausted and the value
of the same at the time of entry in an Indian Port for the first time should not be insisted upon.

Decision:

The Chairman after discussion informed that as INSA did not have any issue regarding addition
of ROB Bunker value to the assessable value of the vessel (which is on a coastal voyage), the
same can be added to the assessable value. Further, as per provisions of Section 2(25) of the
Customs Act, 1962, imported goods means any goods brought into India from a place outside
India, but does not include goods which have been cleared for home consumption. As the ROB
Bunker falls under the definition of imported goods, their value is required to be added to the
assessable value of the vessel, hence, this issue is settled.

However, regarding Indian Flag vessel (which is on a foreign voyage), as per the provisions of
Section 87, “Any imported stores on board a vessel or aircraft (other than stores to which
section 90 applies) may, without payment of duty, be consumed thereon as stores during the
period such vessel or aircraft is a foreign going vessel or aircraft.”

As the above provisions exempts imported stores on board of a vessel, therefore, no duty is
applicable on the ROB Bunker also and the value of the ROB Bunker is not required to be added

to the assessable value of the vessel.



Hence, agree with the proposal of INSA.

(b) ISSUE NO. 3: When a vessel enters an Indian port during its "First Call", it does so, on its own
steam. It is not brought by some other agency unlike goods which are brought onboard the
sailing vessel to the Indian ports. Thus, the concept of freight, as applicable in case of
assessment of customs duty on other brought-in goods, is not applicable while assessing duty
of the Indian flag vessel entering Indian port for the first time. Further, the concept of insurance
as applicable to imported goods and that applicable to the vessel is different. A trading vessel
must at all times carry valid insurance (irrespective of the number of voyages it makes to a port
unlike other imported goods) without which it is unable to trade.

Despite this fact, the Customs authorities at some Custom houses such as Mundra insist that
Freight and Insurance be added to the assessable value of the vessel. Just because the vessel is
declared as a 'good' in IGM during its first call, does not imply that freight and insurance should
necessarily be applicable. Thus, this insistence of applying freight on the vessel is devoid of any
merit.

Comments:

As regards the issue about addition of freight and insurance to the assessable value of vessel
making first entry into an Indian Port, the Chairman enquired about the procedure being
adopted by the trade in this regard.

To this Shri Anil Devli, CEO, INSA in continuation to the submission mentioned in Issue No. 2
informed that the vessel on its first call to an Indian port does so on its own steam and it is not
being loaded on another conveyance to be brought into India. Further, there is no freight being
charged by the seller on the said vessel while making its first entry into an Indian Port. Though
the said vessel after being brought into India would be used a conveyance for transportation of
goods on which freight would be charged but adding freight to the assessable value of the
vessel while making its first entry into an Indian Port is not practical. He further emphasized
that the concept of freight as applicable on the imported goods cannot be made as applicable
to the vessel.

Regarding Insurance, it was informed that they have no issue regarding adding the same to the
assessable value of the vessel making its first entry.

Decision:

The Chairman after discussion informed that as INSA did not have any issue regarding addition
of Insurance to the assessable value of the vessel, this issue is settled.

However, as regards adding freight component in the assessable value, it is an accepted fact
and as argued by INSA that the vessel while making its first entry into an Indian Port does so on
its own steam and is not loaded on another conveyance while entering into India.

The definition of freight as per Cambridge dictionary is that “Freight is the money paid for
movement of goods from one place to another either by ship, aircraft, train or truck.”

Since, there is no payment by the vessel owner to any third party as freight charges as the
vessel sails across the ocean on its own, the question of adding any freight to the assessable
value of the vessel does not arise. The concept of freight in Customs Valuation (Determination
of Price of Imported Goods) Rules, 2007 has been included in the context of goods being



transported by a carrier which is not the case here. Hence, adding freight to the assessable
value of the vessel is not correct.
Hence, agree with the proposal of INSA.
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F.No. DGVAL/POL/TECH/BR/1/2022-POL-O/o DG Val Mumbai Date:  .07.2022
To,.

The OSD (Customs-V),

227A, North Block,

Central Board of Indirect Taxes and Customs,

Department of Revenue,

New Delhi 110001.

Sir,

Sub: Hurdles being faced by Indian Shipowners in respect of “First Entry” processes at
various Custom Houses = reg.

Please refer to your office letter bearing F.No. 466/22,/2022-Cus V dated 04.04.2022 on
the above subject enclosing therein a representation dated 13.01.2022 received from Indian
Mational Shipowners Association (INSA).

In this regard, report was called for from all zonal Chief Commissioner of Customs.
Further, a meeting was held with the representatives of INSA an 27.05.2022 which was presided
by the Pr. DG Valuation, Customs Mumbai. On the basis of the above and as desired the report
in respect of issue no. 2 & 3 is as follows:

(a) ISSUE NO. 2:

As regards to issue no. 2, INSA during the discussion have agreed that they have no objection for
adding the value of the ROB (Residual on Board) Bunker to the assessable value of the vessel.
Most of the Customs Zone in their report has also informed that the value of
Arrival/Takeover/Surplus Bunker are required to be added to the assessable value of the vessel.
Further, as per pravisions of Section 2(25) of the Customs Act, 1962, imported goods means any
goods brought into India from a place outside India, but does not include goods which have
been cleared for home consumption. As the ROB/Arrival/Takeover/Surplus Bunker falls under
the definition of imported goods, their value is required to be added to the assessable value of
the vessel.

INSA during the discussion also requested that when an Indian flag foreign-going vessel (which is
on a foreign voyage) makes its first entry into an Indian Port, then the value of the takeover
bunkers should not be added to the assessable value of the vessel.
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In this regard, as per the provisions of Section 87, “Any imported stores on board a vessel or
aircraft (other than stores to which section 90 applies) may, without payment of duty, be
consumed therean as stores during the period such vessel or aircraft is a foreign going vessel or
aircraft.”

As the above provisions exempts imported stores on board of a vessel, therefore, no duty is
applicable on the takeover Bunker lying on the vessel which is on a foreign voyage and hence
the value of the Takeover/ROB Bunker is not required to be added to the assessable value of the
vessel.

(b} ISSUE NO. 3:

Regarding Insurance, it was informed by INSA during the discussion that they have no issue
regarding adding the same to the assessable value of the vessel while making its first entry.

INSA in continuation to their submission mentioned at Issue No. 2 above informed that the
vessel on its first call to an Indian port does so, on its own steam and it is not being loaded on
another conveyance to be brought into India. Further, there is no freight being charged by the
seller on the said vessel while making its first entry into an indian Port. But adding freight to the
assessable value of the vessel while making its first entry into an Indian Port is not practical.

As INSA did not have any issue regarding addition of Insurance to the assessable value of the
vessel, this issue rests.

However, as regards adding freight component in the assessable value, it is an accepted fact and
as argued by INSA that the vessel while making its first entry into an Indian Port does so on its
own steam and is not loaded on another conveyance while entering into India.

The definition of freight as per Cambridge dictionary is that “Freight is the money paid for
mavement of goods from one place to another either by ship, aircraft, train er truck.”

Since, there is no payment by the vessel owner to any third party as freight charges as the vessel
sails across the acean on its own, the question of adding any freight to the assessable value of
the vessel does not arise. The concept of freight in Customs Valuation (Determination of Price of
Imported Goods) Rules, 2007 has been included in the context of goods being transported by a
carrier which is not the case here. Hence, adding freight to the assessable value of the vessel is
not correct.

This issue with the approval of the Directer General (Valuation).

Yours faithfully,

Signed by M. Nagrajan
Date: 25-07-2022 13:45:47
{M. Nagarajan]
Assistant Commissioner
Dt. General of Valuation
Customs Mumbai.



