
Mrv–nqrMr

Customs Authority for Advance Rulings

qvbr wba?Fn slvr, 8mT2 Fta, T!# - Xoooo?

New Custom House, Ballard Estate, Mumbai - 400 001

E-MAIL: cus-advrulings.mum@gov.in
jf.No. CAAR/CUS/APPI_/147/2025 - O/o Commr-CAAR-Mumbai fntq/Date : 09.03.2026

i)IN- 202603770S0000222Dl?E

' He
LII:; ;lt:J

Ordcr No. & date

1 sb;did Ky

CAAR/Mum/ARC/47/2025-26 dated 09.03.2026
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Name and address of the applicant Beckhoff Automation Private Limited

9th floor, Suyog Platinum Tower, Naylor Road, Off

Mangaldas Road, Pune-41 1001. Maharashtra

Email: J.Katariaa4bcckho ff. com

cc)Iii irllili'i:olin;ii-iIi;li;iII Fhe Pr. eommiision ir of Customs (Import)

Air Cargo Complex, Sahar.

Andheri East, Mumbai – 400099

tvnqtfmJ/ N.B. :

1. dWI\@; ufhftwr, 1962 dit vrtr 281 gtn-wro (2) ii ,Hafqu. TW {v aTiw#tPRyfR@ragi tR:w yen:ft gTa

A copy of this order made under sub-section (2) of Section 28-1 of the Customs Act, 1962 is

granted to the concerned free of charge.

iI

2. {a aFwrfvFwkr©Tiu§i faam qa{*ftwftaq8fwkr q aTiUiT+qn #tZTfkg860fait % wm IMa &qTPrqrt a-

3zq =wrcm ar wrH at vITftl

Any appeal against this Advance Ruling order shall lie before the High Court of concernccJ

jurisdiction, within 60 days from the date of the communication of such ruling or order,

3 wro 28-1 + ma ylftrqwT mr y+rw 'rw afwrf8fwhr dhl vruaqvr©rlqqrwql f @arq 8ti- dq, fRail wwii vc afm

nhl tErm 1m }. hI Ibn, qt IIt qa dl

I'he advance ruling pronounced by the Authority under Section 28 - 1 shall renraill valid t’or

three years or till there is a change in law or facts on the basis of which the advance ruling has

been pronounced, whichever is earlier.

4. at&t yIn%wr dt qrr v,tar e f& ©T8qq Tru afwr fafwh EittgTvst Tr atql #t ,r,ta @rr;it Ira war fa=n 'niT ,II, afT ?% & dr

aVm afnT qt feIT VTWTTI

Whcrc lhc Authority finds that the advance ruling was obtained by the applicant by fraud or
misrepresentation of facts, the same shall be declared void ab
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elfin f#f+ukl / Advance Ruling

Bcckhoff Automation Private Limited having IE Code 3107006688, (hereinafter referred to

as 'the applicant') filed an application in Form CAAR-1 on 05.08.2025 for seeking an advance

ruling under section 28-H of the Customs Act 1962 before the Customs Authority for Advance

Rulings, Mumbai (CAAR, in short). The applicant is seeking advance ruling on the issue of

principle of product pricing proposed by the Applicant for goods imported from overseas related

cntitics (i.c. basis of pricing between related buyer and seller as detailed in Distribution Agrccmcnt

and 'l-ransfcr Pricing Guidelines) in accordance with Section 14 of the Customs Act, 1962 read with

thc Customs Valuation (Determination of Values of Imported Goods) Rules, 2007.

2. M/s. Bcckhoff Automation Private Limited (herein after referred to as the ' Applicant’, or

'BAIN’) is part of Bcckhoff Automation Gmt)II & Co. KG, Germany (DE) (hereinafter rcfcrrcd to
as '13 ADI:’). It is engaged in the business of providing PC-based control technology and industrial

automation solutions. ’I’he Applicant deal with a product range covering Industrial PCs. Input

Output modules and ficldbus components, Drive technology (Servo Motors, Servo Drives, Stcppcr
Motor etc.), Automation software and hardware for machine vision (Industrial Cameras, Lcnscs,

1.ighting solution, etc.). Beckhoff Automation has business presence across the globe.

2. 1 The Applicant is essentially a trader of imported goods and imports from its parent entity

BADE. In addition to the dominant business activity of product import and sale, the applicant also

undertakes application support services in India. It is pertinent to notc that majority of the imported
goods are manufactured by the parent company in Germany, while the rest are sourced from third-

party vendors. In other words, BADE acts as the manufacturer-exporter in majority of the cases,

while also being the trader-exporter in some cases.

2.2 'J'he Applicant has been operational since 2007 and has acted as sole distributor of B ADl':

since the inception. Most recently, the Applicant has entered a Distribution Agrccmcnt dated

01.0] .2015 with BADE whereby the Applicant has been appointed as the exclusive distributor of
13cckhol’I- products in India. Some of thc key elements of the Distribution Agreement are
summarized below:

i. Exclusive Distribution: Effective January 1, 2015, BADE appoints the Distributor as

the exclusive distributor for the products within the specified territory. This exclusivity
applies only to transactions with customers domiciled in the territory.

ii. No special treatment for Distributor. BADE, who is not obligated to treat the

Distributor more favourably than other customers and is not subject to a supply
comrnrtrnent.

iii. Pricing-. Sales to the Distributor follow BADE’s price list, which may bc modified
ovcr tIme

iv. Distributor's Pricing-. The Distributor can set their own prices and terms for third
partIes .

v. Trademark I.icense’. The agreement grants the
transfcrablc, and royalty-free right to use ’Beckhoff tr
agreement .

Applicant a nonexclusivc, non

rdemarkU{a{{I} . of the

Page 2 of 12



2.3 The Applicant has been following the terms of Distribution Agreement as aligned with thc
SVB order dated 23.06.2015 passed by Special Valuation Branch (SV13) of Customs for

determining the ’Product Price’ (i.c., the transaction value) of imported goods.

2.4 in January 2022, BADE published their group Transfer Pricing Guidelines – 'Proccdural rule

for determining the transf3r prices between Beckhoff Automation Gmbll & Co. KG and foreign

sales companies’ – from a product pricing and Customs valuation perspective. These guidclincs arc

intended to create a uniform set of rules whose contents, instructions and process will make transfer

pricing transparent and comprehensible as well as ensure that the transfer pricing between BAI)it
and the foreign related sales companies comply with the arm’s length principle. 'l-he arm’s length

principlc is used to assess the appropriateness of the transfer prices agreed between B ADli and the

sales companies. A transfer price is considered to be at arm's length if BADE and the BAIN scI

their prices in a way, which is consistent with the price setting of non-related, independent parties.

While the guidelines were published for all subsidiaries of BADE across the globe. the Applicant
has not implemented the said guidelines, and hence, continues to follow thc same valuation

framework that has been accepted by Customs wide SVB order dated 23.06.2015. IIowcvcr. thc

Applicant is now desirous of implementing the Transfer Pricing Guidelines to combat marl',ct

dynamics and the uncertain economic environment.

1"undamcntal product pricing mechanism - Current and Proposed:

I'hc Applicant has, till date, followed a retail price list minus discount method of product

pricing for imported goods, as also validated by Customs vide SVB order dated 23.06.2015. '1-he

Distribution Agreement and Transfer Pricing Guidelines suggest that the ’arm’s length principle’ is a

Fundamental concept used to evaluate the appropriateness of group transfer prices agreed upon

between BADI': and its sales companies (in this case, the Applicant herein). This principle ensures

that the prices set for transactions between related entities are consistent with the prices that would

reasonably be agreed upon by nonrelated, independent parties under similar circumstances. B ADI i

publishes an annual retail price list twice a year, which serves as a reference for Applicant to
negotiate and agree a discount rate for each product group to be able to scll thc imported products

and run a reasonably prontablc business in India. With dccadcs of business cxpcricncc and nrarkct

insights, the Related Supplier and Applicant have been able to establish a baseline discount rate that

has allowed the Applicant Company growth and profitability. This discount rate in the calcndar year

2024 ranges bctwccn 35% and50% for the products imported and sold by Applicant

1-he product group discount rate for calendar year 2025 was determined based on budgeted

revenue and cost for the Applicant’s business. This discount rate, illustrativcly, have bccn captured

for key product groups in the table below:

Product (;rou
nIDonents

mI mPC / Embedded PC

Drive Technojogy
Training Systems

TwiriCAl
Vision Camera
MX Systems

Discount
45%
35%
40%
40%
50%
35%
40%

#P@@

'srliFT/ a
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2.6 1-he import value of specific product is currently calculated using the formula:

Import Price==-- Retail Pricc =k (1- Discount Rate)

Going forward, from latter part of 2025, the import value of specific product is proposed to

be calculated using a slightly changed formula that includes a country multiple for capturing 'changc
in market conditions. The new formula would read as below:

Import Price= Retail Price 8 (1- Discount Rate* Country Multiplier)

1-he relationship between the formulas above can be said to bc that the Country Multiplier
was always assumed as 1 for all imports made until now, which would be a variable factor as per
market conditions from the later part of 20.25 .

1-hc Country Multiplier recognizes the difference in markct conditions and operating

circumstances of sales companies in different countries. Its inclusion into the formula allows

llcxibi lily in discount being given for same product category in different countries depending on its

profitability of the sales company and economic condition of thq country of import. ’l'his rangc

allows for adjustments based on country-specific factors while maintaining adherence to regulatory

I'cquircmcnts. The need for the above 'Country Multiplier’ has been recognized because of volatility

of commodity prices, different rates of inflation in different parts of the world, differential impact ol
cncrgy pricing, and geopolitical conditions.

2.7 Monitoring and Adjustment of discount rate/ price during the year:

2.7. 1 '1-wicc a year, following the preparation of budget, the Applicant would review intcrnatly

and with the supplier, i.e., BADE, the current business situation to identify any deviations from the

targeted bcnchmarkcd margins. If necessary, the business plan is updated to reflect any changes.

I lowevcr, should the expected margin seem to fall outside the benchmarked arm’s length rangc,

further adjustments to the effective discount rate are introduced through change in CQuntry

Multiplier. If the margin is in excess of the benchmarked arm’s length margin, the Country
Multiplier would be less than 1 which will result in reduction in discount rate, or else, vice vcrsa.

I'hc product price arrived after bringing in the Country Multiplier into effect would bc the

transaction value of the product for all future import transactions and will form the asscssablc value
of the importcd product, on a going forward basis.

2.7.2 Ycar-end adjustment:

In exceptional circumstances, it is possible that the margins realized by the Applicant does

not align with benchmarked arm’s length rnargins. In such case, year-cnd adjustments may be

required. Year-cnd adjustment involvcs issuing a credit or debit note to adjust the margins achit,vcd

in a particular financial year concerning the supply of goods transactions. The amount of the year-
end adjustment is calculated to ensure that the sales company achieves reasonable margins. The
year-end adjustment amount, if required, can be apportioned to each transaction and to each product

in such transaction. Any customs duty implications emerging out of thc year-end adjustment could
be handled through the mechanism under the newly introduced Section 18 A, Customs Act, 1962

1-he above basis of pricing is consistent with deductive value
Applicant has approached the CAAR to seek acceptance of

method as prcJg law. The

the a
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determining the transaction value of the imported finished goods as pcr the Distribution Agrccmcnt
read with Transfer Pricing Guidelines.

3. Section 14 of thc Customs Act 1962 ('the Act’) provides that 'valuc’ of imported and

exported goods will be 'transaction value’ of such goods. Section 14 of the Act also provides that

valuation of goods where the buyer and seller are related should be in terms of specified rules under

the Customs Valuation (1)ctermination of Value of Imported Goods) Rules, 2007 ('Valuation

Rules’). Rule 3 of the Valuation Rules provides for determination of the method of valuation. Rule

3(3) of the Valuation Rules provides for determining the method of valuation in case of a related

party transaction. Further, Rule 2(2) of the Valuation Rules, defines 'rclated’ persons. In this regard.

the Applicant understands that the Applicant and the overseas related entities are related parties in
terms of Rule 2(2), Valuation Rules. Therefore, to demonstrate that the transaction value has not

been influenced by the relationship, the Applicant will rely on Section 14 of the Act read with Rule

3(3)(a) (circumstances of sale), or Rule 3(3)(b) (test value as per prescribed methods) oI' thc

Valuation Rules. In the instant case, the Applicant is undertaking a related party transaction on an

arm’s length basis. This is evident from the demonstrated behaviour and disclosurcs made by the

Applicant in the past and duly accepted by the Customs Department vidc SVB order dated

23.06.2015. IIcncc, the transaction value is acceptable under Rule 3(3) of the Valuation Rules, as

explained in the following paras.

3.1 Basis of pricing following Distribution Agreement read with Group Transfer Pricing
Guidelines merits acceptance under Rule 3(3)(a) of Valuation Rules:

I'hc Applicant understands that Rule 3(3) of Valuation Rules provides two ways ol

establishing the acceptability of the transaction valuc in cases of related party transactions:

1.

11

lixamination of circumstances surrounding the sale to determine whcthcr thc

relationship has influenced the price I Rule 3(3)(a) I; or
I)cclarcd value closely approximates one of prescribed three test values IRulc
3(3)(b) I

3.2 Interpretative Notes - Para 2 to Rule 3(3)

1-he Applicant draws reference from the Schedule to Valuation Rules Interpretative Notcs to
Rule 3 ] which providcs that if proper and detailed information is already examined/ available and il
the proper officer of customs is satisfied from such examination/ information that the relationship
did not innucncc the price, then such transaction value should be accepted without need for further
information. In the instant case of the Applicant, Customs vide SVB order dated 23.06.2015 has

accepted the position that the relationship of the entities has not influenced the pricing at any timc.
Although the Transfer Pricing Guidelines have been newly introduced, the SV 13 ordcr datcd
23.06.2015 evidence the conduct of the Applicant and the supplier of undertaking busincss in a

manner that relationship did not influence the pricing, and such pricing of the product was accepted
as transaction value. The Applicant would like to leverage the acceptance of transaction value and
conduct of doing the business such that relationship did not influence the price for the proposed
transactions in the future undertaken in the framework outlined under the 'l'ransfcr Pricing
Guidelines As Customs has examined the relationship in the past, which continues to be the same.

and accepted thc transaction value, the Applicant would request the pricing methodology proposed
within the framework of the Distribution Agreement read with 'I ransfcr :hould
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aIso bc accepted as per the Interpretative NQtcs to Rule (3)(3)(a) of the Valuation Rules rcproduccd
DCIG tV:

..Such examination will only be required where there are doubts about the acceptability of
the price. Where the proper officer of customs has no doubts about the acceptability of the

price, it should be accepted without requesting further information from the importer. 1 for

c:';ample, the proper officer of customs may have previously examined the relationship, Ol

he may already have detailed information concerning the buyer and thc seller, and may
already be satisfied from such examination or information that the relationship did npt
influence the price.”

llowcvcr, the Applicant has made further submissions in the following paragraphs 1-cIr

cxanrination by CA AR to support that whcthcr thc basis of pricing captured in the ’l-ransfcr Pricing
Guidelines is arm’s length in nature and the price so determined is not influenced by thc
rc] at ions}lip.

'inJ.j interpretative Note - Para 3 to Rule 3(3)

Rule 3(3)(a) of Valuation Rules further provides for cxamination of circumstances
surrounding the sale to determine that relationship did not influence the price. ’l'hc Applicant draws
i-cl'crcncc from the Schedule to Valuation Rules \Interpretative No'tcs to Rulc 3 1 that provides thrcc
illustrative ways by which it can be demonstrated that price is not innucnccd by the relationship, as
hcl o \\

1.

11.

111

I'hc manner in which the related parties act is consistent with the normal pricing practice
of the industrv

I-he manner in which the seller acts is as if he sets his prices to unrelated buyers.
It is shown that the price is adequate to ensure recovery of all costs plus a profit which is

rcprcscntativc of the arm’s overall profit realized over a representative period of amc
(c.g. on an annual basis) in sales of goods of the same' class or kind

it is submitted that the pricing methodology, especially with respect to price revisions (twice in
a year), is gcncrally used in unrelated party transactions too such as to reasonably meet the expected
earnings of thc importer-seller that could be impacted due to market conditions and economics
factors

4. The application was forwarded to the Pr. Commissioner of Customs (Import), ACC,

Mumbai for their comments on 04.11.2025 and 28.11.2025 for their comments. -Fhc jurisdictional

comnrissioncrate vidc letter dated 14.01,2026 has submitted that the matter pertains to valuation

of goods imported from a related person and involves a proposed modification to thc pricing
methodology carlicr examined by the Special Valuation Branch, it is submitted that thc matter
may also bc referred to the Special Valuation Branch (SVB) for examination of revised pricing
framework and for such action as deemed appropriate, in accordance with the applicablc
provisions of the Customs Act, 1962 and the Customs Valuation (Dctcrmination of Value ol
Iruportcd Goods) Rules, 2007.

5. Personal hearing in the matter was conducted on 14.11.2025 wherein the authorized
representatives of the applicant Shri J. Kataria, Shri I-Iimanshu Tewari and Ms. Sejal have appcarcd

for personal hearing in the matter on behalf of the applicant. They
with the application. That the company/applicant dealt with a vari
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under chapter 85 of the Customs Act, 1962. They are following the terms of distribution agl-cement

as aligncd with the SVB order dated 23.06.2015 passed by SVB for determining the ' Product Price

pertaining to related party transaction at arm’s length. They are currently calculating and adopting
the formula for import value of the goods from related parly-

Import Price= Retail Price $ (1- Discount Rate)

Now they intend to follow the country specific formula to cope up with the challenges in different

market and economic situations and proposed to follow the following one:

Import Price== Retail Price 8 (1- Discount Rate# Country Multiplier)

1-hey contended that the relationship between the applicant and the overseas related entity

does not influence the price. The transaction value arrived at by adopting the said formula is
acceptable in view of Section 14 of the Customs Act, 1962 read with Rule 3(a) of Customs

Valuation Rule (that is accepted by the department). They further contended that year end

adjustmcnt may be cffcctcd through the newly introduced provisions under section 18 A of Customs

Act, 1962, introduced in the Budget, 2025 and corresponding regulations as provided.

5.2 Nobody appeared on behalf of thc Department for hearing.

6. 1 observe that the lcgislative background pertaining to valuation of goods under the C:LISt( ims

Act. 1962 is as undcr:

,4. Section 14 of the Customs Act - Valuation of goods

"(1) For the purposes of the Customs Tariff- Act . 1975 (51 of 19.75), or any other tcm’ flri' the

time being in ft)rce, the value of- the imported goods and export goods shall be -tIle

transaction value of- such goods, that is to say, the price actually paid or payable for the

goods when sold fbI' export to India .for delivery at the time and place of' importation. or ItS

the cage may be, far export .fi’om India for delivery at the time and place of expol'luiion
\\’here the buyer and seller of the goods are not related and price is the sole consiLteralir>tI

for the sale subject to such other co-nditions as may be specified in the rules made in IIli:,

behalf ,

Provided that such transaction value in the case of imported goods shall include, in addition

to the price as a.fbresaid, any amount paid or payable .for costs and services. including

commissions and brokerage, engineering, design work, royalties and license f &cs. costs ( I{

transportation to the place of importation, insurance, toutling, unloading and hunt iII lrg

charges to the extent and in the manner specifIed in the rules made in this behall.

Provided fh'ther that the rules made in this behalf may provide ft)r,- (i) the circunlslances in

which . the buyer and the seller shall be deemed to be related: (ii) the nl(inner cr{

determination of- value in respect of goods when there is no sale. or the buyer and llre seilcr
are related, or price is not the sole consideration .for the sale or in any other case,

B. Rule 2 of the Customs Valuation (Determincd jon of Yalue of Inrported Goods}
Rules, 2007

2. 1)ef-tuition of '' Related Persons
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(2} For the pIr,-pose of thexe rules, persons sha it be deemed to be ’'re'Lated’' only if

(i) they Ctre-o{:{~tcers ot Gltrectots of one. an6the-r '-s businesses ,

(ii) they are legally reCognised partners in business,

(iii)- they are emI>to)'er and- employee-;

(iv) 'any person direCtly or indil'eclly ou Ins, controls or hot(ii- _five per cent or more of the
outs{andi„ng voting stock or shares of both o.f them,
( \') one of them direCti\' or indirectly contrOls the othet.

(vi) both of them are directly or indirectly con£ro'tied by a third person:

(vii) together they directly or indirectly control a Third person; or
(viii) they are members qf the same /cnnil)?.

C. Rule 3 of the Va lachlan Rule& I>elerntinatiqJl of the WIgtj-lO,d_of val Ration:
(! ) Subject to tIde 1 2, the value of jynp6i’ted goods shall be the transaction value adjusted in

accordance with proviSions of rule in :

(2) Value of importdd goods und.er sub-rule (1) shall be accepted.
Provided thai –

(a) there are no restrictions as to tha disposition or use of the goods by the buyer other than
restrictions which

(i) are imposed or required by law or by the public authorities in india; or
(ii) limit:lhc geographical area in which the goods may be resold: or

(iii)- dd not slibstanti,ally affect the value of the goods .

(b) i IIe sale or price is not subject to some condition or consideration .{'or which a va.ime

cdru-lot be determined in I'egpect of the goods being valued,

{c) no par[ of the proceeds of- any subsequent resale, disposal oF use of the goods by the
buyer wi-It accrue directly Or indirecTly to the seller, unless an appropriaie ctc{juslment can

be nrcIde in accordance with the provisi.oh.s of rule 10 of these rules; and

(d) {he - buyer and seller are not related, or where the buyer and seller are related. that

transaction value is acceptable for customs purposes under the provisions of sub-rule (3)
bell nv .

(3) (a) Where the buyer and seller are related, the tran8action vaiue s-Ilo it be accepted

provided that the examination of the cil'cumstances of the scIie Qf the imported goods

indicate thaT the relationship 'did not influence the price.
(b) in a sale bet\\'cen related persons, the transaction value shalt be accepted, whenever the

importer del’vtonstrates thai the declared value of- the goods being valued, closely

approximates to one of the following values ascertained at or about the same time.

(i) the {ransaction value o.f' identical goods , or Qf similar goods, in sales to unrelated buyers
in India:

( ii) the cteciuctive value for identical goods or simi'tar goods ;

(iii) the computed value for identical goods or similar goods.
Provided that in applying the values used for comparison, due account shall be taken of

demonstrated difference in commercial levels, quantity levels, adjustments in accordance
with the provisions of rule IV and cost incurred by the seller in sales in which he and the

buyer are not related;
(c) substitute values shall not be established under the provisions of clause (b) of this sub-

rule. /#THtK\
q„}SQA!\

}#
(b\
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(4) if the value cannot be determined under the provisions of sub-rule ( 1), the value shall be

determined by proceeding sequentially through rule 4 to 9.

7. In the instant case, I Hnd that the applicant and Bcckhoff Automation GmbII & Co. KG.

Gcrmany (Dli) are related persons under Rule 2(2) of the Customs Valuation (1)ctcrmination oi

Value of Imported Goods) Rules, 2007. The Applicant has been following the terms of Distribution

Agreement as aligned with the SVB order dated 23.06.2015 passed by Special Valuation Branch

(SVB) of Customs for determining the ’Product Price’ (i.e., the transaction value) of imported
goods. ’I-he said SV13 order has been issued after investigating balance shcct. distribution

agrccmcnt, comparative statement of import prices of unrelated party, scrvicc reports, cost

certificates and deductive value computation for FY 2008-09 to FY 2013-14 etc. The competent

authority has accepted the declared invoice value of the goods under rule 3(3)(a) of the CVR, 2007.

with no additions required rm(Jer Rule 10 (!).

Further, it is also ordered that the decision will remain in force till present method v.I

invoicing remains unchanged. Any change affecting the invoice value nmterial Iv, be informed tv

this section (SVB) SIlo-moto by the importer without delay.

8. 1 Hnd that CB IC has laid down the procedure for investigation of related party import cases

and other cases by the Special Valuation Branches vidc circular no. 05/2016-Customs T)atcd

09.02.2016 wherein it is mentioned that the ' Special Valuation Branch’ (“SV13”) _was created o PP

institutIon specializing in investigation of transactions involving special relationships bctwccIll

buyer - seller or those involving other special circumstances surrounding thc sale of imported
goc)a botLof whiQILba\’c a bearing on the assessable value. Para 10 of the said circu}ar has
clarified that

Change in circumstances surrounding the sale

10. In any case u'here, the circrmrstarices of- sale or terms and conditiotr,\; of the agreen\enl

between the buyer and related seller change, or any ofhel' payments of- the kind re{&l'l'cTd

under Rule 10 (1) (c), (d) & (e) of the CVR, 2007 become payable, the importers s trail be

required to declare the same at the place of import in the prescribed format at Annexure C'.

In all such cases. the proper officer shall examine £he transactions as per procedures I(lid

out above in this circular and the jurisdictional Commissioner shall refbr the mat{el' to the

jurisdictional SV13, where required.

10.1 in view of the above, it may be noted that the system of- renewal of SVB orders has been

discontinued with 'i'knmediate effect.

9. Although framed as a question on “principlc of valuation,’' thc Applicant ci’fcctivcly sccl.is

confirmation that the declared transaction value in related party imports is acceptable and the

relationship has not influenced the price. The admissibility/quantum. of the payment made to the

seller/related party is subject to the SVB investigation at the time of import in terms of the Circular

05/2016-Customs Dated 09.02.2016, SVB is the specialized section which examines the innucncc
of relation between related parties on the transaction value.

Actin case of related party, valuation of the goods governed by Section_

1962 and Customs Valuation Rules, 2007 which requires invcstiga
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li'ansfcr pricing method, circumstances of sales, IcsI- values,. comparable import dat,I, scrulin)' ol

balance sheets. Statuary mechanism/procedures are provided vide Board’s circular no. 05/;2016-

Customs Dated 09.02.2016 in related party import cases or other cqses by the Special Vajuation
13r,anch. It is pertinent to mention that Special Valuation Branch (SVB) i$ a specialised. section for

valuation aspect between related party. Since,'the invoice value has already been acceptcc{ by the
compctcnt authority once vide SVB order dated 23.06.2015 and it is ordered that if there is change

in n'.cthed of invoicing then the importer has to inform -SVB SIlo-moto for furthcr.invl;stiga i'ion.

Also, in the Board’s circular no. 05/2016-Customs Dated 09.02.2016, it had been made clear

that _UbU_iEqhangc in circumstaws of Me or tprms_and co®jtionsJ[@JgKc3K!)t then piera!
pngI shall examine .the transactials au)cr prQWjurcs Id£bylaye in @'§£iKaar ar_l4_J_k

jwsdictionaLComn)issioncr shall K_er the mattet_mrs jurisdictional $.VB, whwqw alla
I'hc issue raised involves detailed factual examination. The matter falls primarily withjn thc

statutory domqin of the SVB in as much as the applicant is following the SVi3 -order. From the

above, it is clear that there is statuary provisions/mcchahism provided for related party import cas-ci

on valuation aspect. i observe here that as the applicant is already accepted the observation/order oj

the SVB and the applicant is not in any appeal against it, and thqt. they aIre in agreement )vi-th the

department in ternls of the condition thaI if there is any changes in the invoicc value affQcted that is
rcquirpd to bc reported to SVB section,

!''urthcr, an advance ruling pl'onounced by the Authority, under thc provisions of the

Customs Act. is sldtutorily binding only upon the applicant and the jurisdictional Customs

atlthoritics in .respect of the concerned port of import/Commissionel rate. The binding force of such

ruling is thus conf inQd to the applicant and the- respcctive port jurisdiQtiorl ir, terms of Scctiorr 28 J of
the Customs Act, 1 962, and does not opcratc as a precedent of general _application across all

fJustorn$ i'ormattons in the country.

Whereas, an investigation report or order issued by- the Special Valuation Branch (SV13) in

relation to valuation of goods imported from related party bears wider operational applicability. 1-he

ilndings recorded b)’ the SVB in respect of a particular importer and transaction are uniformjy
fo!!owcd al}a irnplcmcntcd by all other Customs llouses/formations across the countrY, unless set

asidc or modified by a cornpctent appellate authority.

10. I-he applicant has submitted that they are already following the terms of distribution
agrccmcnt as aligned with the SVB order dated 23.06.2015 passed by the competent authority

l"url_her, para 10 of the SVB cil-cular dated 09.02.20 16 specifically provides that in case of anY

change in CIrcumstances of sale or terms and condition of the agreement between the buyer and
rcla'tcd seller, or any kind of other payment under Rule 10 (1) (c), (d) & (c) of the CVR„ 2007

become payable, the iInpoHers 9dl be required to declare the same at the place of irnpol't in the

prescribed forrnat. In all such cases, the __proper_ofQQer shall_ exainl EE the transactions as pcr
procedures laid out above in this circular and the jurisdictional Comrnissiorlcr shall refer thc rnattcI
to Iiic .jurisdictional S Vii, where required.

I'hc jurisdictional commissionerate vide its letter dated 14

applicant intends to modify the pricing methodology earlier examined

be referred to SVB for examination of revised pricing framework.

01.2026 stlbnritted that the

by the SVB; matter may also
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Ilcre, I am in agreement with the contention of the jurisdictional authority. Accordingly, to

ensure the equity, continuity, consistency and to maintain uniformity, matter is being rcfcrrcd back

to the original Special valuation Branch. It is to underline that as per records, the existing valuation
method adopted by thc applicant is not in dispute and that while referring the matter to the

competent authority, no any observation is made by this authority on merits of the case.

Order

1-he matter is referred to the jurisdictional commissioncratc in terms of earlier valuation

ordcr datcd 23.06.2015 and as per submission made by the jurisdictional authority to refer the

matter to SVB for such revisions as per procedures laid down in circular no. 05/2016-Customs
I)atcd 09.02.20 16.

11 I order accordingly. The application is disposed of in above terms.

##
(Prabhat K. Rameshwaram)

Customs Authority for Advance Rulings, Mumbai

; B \\{\Iin
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I'his copy is certified to be a true copy of the ruling and is sent to:

I. Bccl<hoff Automation Private Limited,

9th noor, Suyog Platinum Tower, Naylor Road, Off
Mangaldas Road, Pune-41 1001, Maharashtra.
1 £mail : J.Kataria@.beckhoff.com

2. The -Pr. Commissioner of Customs' (Import),
Air Cargo Complex, Sahar,

Andhcri East, Mumbai –- 400099.

3. I'hc Customs Authority for Advance Rulings,

l"irst Floor, Wing No. 6, West Block-8,
R.K. Puram, New Delhi- 110066

limail: cus-advrulings.del@gov.in

4. '1'hc Principal Chief Commissioner of Customs, Mumbai Customs Zone-1, i$allarci
!istatc. Mumbai -4C)0001 . IIImail: ccu-cusmum I fdInic.in

I'hc Cornmissioncr (Legal), CBIC Offices,
I .c$1aI/CX.8 A, Ccl1_ 5th floor. ITudco Vishala Building,

C:-Wing, Bhikaji Cama Place, R. K. Puram, New Delhi – 1 10066.

J;,lnail:@nishgupta.irs@.gov .jE, 9onrmr.lega!-cbeg@}ni_c.in

6. The N4iembcr (Customs), Central Boards of Indirect Taxes & Custolns, North }31ock,

Nc\v Delhi- 11000 1 .Email: men1.cus-cbecahric.in

7. '1-hc Wcbmastcr, Central Boards

I;.mail: weblnaster.cJ)ec@icegate. gov.in

of Indircc L 1 --axes & Customs

8. (;uard filc

'tivck Dwived{)
Dy. Commissioncr & Secretary

Customs Authority for Advance RuIIngs
b,lulllbai

: ;--jt;ing
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