OPINION

I.
QUERIST:

M/s. ABI Showatech (India) Pvt. Ltd.,

‘Stoneacre’, 

No.67, Chamiers Road, 

Chennai – 600 028.

II. 
FACTS:
1.
The querist will send Nickel Alloy Scrap/Revert to Nickel Alloy Manufacturers Abroad. (UK & USA)

 

2.
Alloy manufacturer will use the querist’s Scrap/Revert as per required percentage and produce the alloy and supply to the querist on regular import invoice.  Selling price will be fixed considering the percentage of the querist’s Scrap/Revert used.

III.
QUERY:

In connection with the above, the querist would like to seek clarifications on the following.
1.
Can the querist export Nickel Scrap? 

2.
What is the procedure for sending the Scrap/Revert to foreign supplier? 

3.
If regular export invoice, whether the querist needs to get money from foreign vendor.  Since it is not a sale, the querist will not get money from the Vendor.

  

4.
Can the querist charge scrap rate and the same may be adjusted at the time of Import Invoice or FOC invoice on GR Waiver Mode?
5.
If returnable basis, their Scrap/Revert will not come back in its present shape but will come as a finished ingot.  How to close the GR Waiver?
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IV.
OPINION:
1.
As per the current Foreign Trade Policy, in terms of Paragraph 2.40, there are no restrictions with regard to export of Nickel Alloy Scrap. As such, it can be exported and utilised by the supplier for production of Nickel Alloy ingots for subsequent import into India.  
2.
With regard to mode of supply i.e., involving payment or otherwise, there are two options available. One option will be to sell the Nickel Scrap, as such, based on prevailing market conditions and get the repatriation done for the sales value. Thereafter, when the alloy ingots are manufactured by the supplier for subsequent import by the querist, then, the supplier can include the cost of nickel scrap, which he has paid to the querist. That will represent the fair cost of the goods manufactured. This will be a straight process without involving any declarations or complications. In this method, both at the time of export and import, sale is involved and the issue will be clear. 
3.
It is also possible to export the nickel alloy scrap on free of charge basis, so that, supplier does not include the cost of the scrap while supplying the nickel alloy ingots. For this purpose, at the time of export, the querist needs to get GR waiver explaining that the scrap will be consumed in the manufacture of the ingots to be supplied and to that extent, the value of the ingots supplied will be adjusted. For this purpose, declaration from the supplier also will be needed. 
4.
While supplying the goods manufactured by using the nickel alloy scrap exported, obviously, the supplier will indicate the price for such ingots without including the cost of the material, i.e., scrap/revert supplied for incorporation / use in the production of the ingots. 
5.
In terms of Rule 10 (1) (b) (i) & (iii) of Customs Valuation (Determination of Value of Imported Goods) Rules, 2007, the value of such materials supplied free of charge for production of the goods imported need to be included. Therefore, at the time of import of these goods, apart from the invoice value, the querist needs to add the cost of the nickel alloy scrap consumed in the process of making ingots. Obviously, this also has to be based on the details provided by the supplier.
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6.
The above Rule 10 (1) (b) (i) & (iii) of Customs Valuation (Determination of Value of Imported Goods) Rules, 2007 reads as follows.

“RULE 10. Cost and services. - (1) In determining the transaction value, there shall be added to the price actually paid or payable for the imported goods, - 

(a) ………………………………………..

(i) ………………………………………..

(ii) ………………………………………..

(iii) ………………………………………..

(b) The value, apportioned as appropriate, of the following goods and services where supplied directly or indirectly by the buyer free of charge or at reduced cost for use in connection with the production and sale for export of imported goods, to the extent that such value has not been included in the price actually paid or payable, namely:- 

(i) materials, components, parts and similar items incorporated in the imported goods; 

(ii) ………………………………………..

(iii) materials consumed in the production of the imported goods;
(iv) …………………………………..……”
7.
Depending upon the financial repercussions and convenience, the querist can decide, which mode can be adopted for these transactions. 
S. MURUGAPPAN

Sm/er

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the querist and further based on the laws and rules prevalent as on date and the understanding of such provisions by the author and is meant for the private use of the person to whom it is provided without assuming any liability for any consequential action taken based on the views expressed here.
