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 For the purpose of Customs Tariff Act, the value of imported goods and exported goods shall 

be the transaction value of such goods. 

The Rule 3 of the Custom Valuation Rules prescribes the provisions for determination of the 

method of valuation. As per Rule 3(1), “subject to rule 12, the value of imported goods shall be 

the transaction value adjusted in accordance with provisions of rule 10”. 

Rule 3(2) states the cases when transaction value shall be acceptable 

 There are no restrictions as to disposition or use of goods by the buyer (other than 

restrictions imposed by law or public authorities, restrictions limiting geographical area 

in which goods may be resold and restrictions not substantially affecting the value of 

goods). 

 Price is not subject to some consideration or condition for which value cannot be 

determined. 

 Buyers and sellers are not related and if buyer and seller are related than value will be 

acceptable according to rule 3(3).  Rule 3(3) provides the conditions under which 

Transaction value is accepted even if parties are related. 

 No part of the proceeds of any subsequent resale, disposal or use by the buyer will 

accrue to seller unless appropriate adjustment is made according to rule 10.  

Adjustment required in accordance with Rule 10 

1  Cost incurred by buyer but not included in the price paid/payable for imported goods like 

Commission,  cost of container of goods used  for custom purpose, Cost of packing. 

2  Cost of  Free/ concessional goods or services supplied free of cost to the extent not included 

in price  namely materials, components, tools  and  engineering, development, art design work 

undertaken elsewhere than in India and necessary for production of imported goods. 

3   Royalties and license fees payable as condition of sale  

4 The value of any part of the proceeds of any subsequent resale, disposal or use of imported 

goods that accrues to the seller. 



 5 Value of all other .payment paid/payable to the seller or to third party as a condition of sale 

of imported goods. 

 

 Transaction Value when conditions of Rule 3 are not satisfied 

If Transaction Value is not acceptable according to Rule 3 then  Rule 4 to Rule 9 of Customs 

Valuation Rules shall be applied sequentially. 

Rule  
 
 

Particulars 

Rule 4 Transaction value of identical goods 

Rule 5 Transaction value of  Similar goods 

Rule 6 Determination of value where value cannot be determined under rules 3, 4 and 5  

Rule 7 Transaction value  on the basis of Deductive value  

Rule 8 Transaction value on the basis of Computed Value 

Rule9 Transaction value on the basis of Residual method  

 

Transaction Value of identical Goods (Rule 4)   When transaction value under rule 3 is rejected  

the value of imported goods shall be transaction value of identical goods. Identical goods 

means goods 

 Which are same to goods being valued in all respects including physical characteristics, 

quality and reputation 

 Produced in country in which imported goods are produced: and 

 Produced by the same person who produced the goods or where no such goods are 

available,  by a different person but does not include imported goods where some work 

undertaken in India were completed by buyer on these imported goods free of charge 

or at a reduced cost for use in connection with production or sale for export of these 

imported goods. 

Transaction Value of Similar  Goods (Rule 5) When transaction value under rule 3  is 

rejected  the value of imported goods may be transaction value of similar goods sold for 

export to India and imported at or about the same time as the goods may be valued. Similar 

goods means goods 

 Which although not alike in all respects, have like characteristics enabling them to 

perform same function. 

 Produced in country in which imported goods are produced: and 



 Produced by the same person who produced the goods or where no such goods are 

available,  by a different person but does not include imported goods where some work 

undertaken in India were completed by buyer on these imported goods free of charge 

or at a reduced cost for use in connection with the production or sale for export of these 

imported goods. 

Deductive Value  (Rule 7)    Vale of imported goods shall be based on the unit price at which 

the imported goods, identical/similar imported goods are sold in the greatest aggregate  

quantity  to persons who are not related to the sellers in India. Following deductions are 

allowed from such value 

I. Commission usually paid or addition usually made for profit or general expenses related 

to sales in India of imported goods of same class or kind. 

II. Usual cost of transport and insurance in India. 

III. Custom duty and other duty payable in India by reason of importation or sale of goods 

in India. 

 Computed value (Rule 8)   Subject to provisions of rule 3 Computed value consist of sum of 

 Cost of material and fabrication or other processing employed in producing imported 

goods. 

 An amount for profit and general expenses that are usually reflected in sales of goods of 

same class or kind being valued which are made by producers in the country of 

exportation for export to India. 

 Cost or value of all other expenses under sub rule (2) of Rule 10. 

Residual Method (Rule 9)  Subject to provisions of rule 3 where the value of the imported 

goods cannot be ascertained  according to preceding rules , the value shall be determined using 

reasonable means consistent with the principles and general provisions of these rules provided 

that the value shall not exceed the price at which such or like goods are ordinarily sold for 

delivery at the time and place of importation in the course of international trade, when seller 

and buyer has no interest in the business of other and price is the sole consideration.  
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