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Show Cause Notice on the basis of Investigation Report issued by SVB

(GVC) in view of Circular No.05/2016-Customs dated 09.02.2016
BRIEF FA(-.''rs OF ’rI-IE ('’.\SE

M/s Procter & Gamble Home Products Ltd., €1EC-393058875),
haviilg registered address at P & G PLAZA CARDINAL GRACIASROAD
C}i.'\KALA ANDHERI EAST MUMBAI - 40C)099 (hereinafter referred to as
the '-!,!rdian C-ompany" or ''Importer") has imported goods from their related
forcig lr sIIpj3iicr M/s Procter & Gamble Manufacturing (Thailand) Ltd. &
its group companies in Vietnam, France, USA, Taiwan, Germany and
Saudi Arabia (hereinafter referred to as the "Forcign Companies" or
’'Supplicrs"), all related suppliers are enlisted in Table-FS below. The
IndiI:Ill Company Procter & Gamble Holme Products Private Limited was
incorporated on 19 Janua!)’ 1989 and this is a 100%) subsidiary of the US
Corn!)any. The cornpany's CIN no. is U2't24C)Mil 1989PI'C050398.
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M/s Procter & Garnble Home Products Ltd. produces personal care
products. The Company manufactures and distributes perfumes,
cosmetics. fabric care, hair care. and toiletries bv various Brand names as
products of "Procter & Gamble". ’l-he company is registered as
Manufacturer Exportcr.

The case was referred to SVB by Gr-2 of Chennai-Sea
Commissionerate \'ide F.No. S59/ 106/99 Gr-2 and it was registered in
SVB \.'ide F.No. S50/38/ 1999.

After registration with SVB in 1999, the DC, SVB, Chennai issued
an O-in-O No.]{)99/2000 on 30- 1 1-2000. wherein the declared value was
ordered to be enhanced by 30:Z, as determined by applying Rule 8 of C:VR.
1988 as applicable at the relevanT tinre; aggrieved by this order, the
importer preferred €tn appeal before Commissioner, Appeals, who has set
aside the said O-in-O and relualrcIed back to original adjudicating



authority for a fresh consideration \,’ide Order-in-Appeal No.C.Cus-62/01
on 02-02-2001 ; aggrieved by this O-in-A, the importer preferred an appeal
before: the }lorI'bIc CEG/rr, Chennai; vi.de final order No.233/2002 dated
05-03-2002. the Hon'bl c: (':EC;A’!'. Chennai. rcm£'Indc?d the case to the
Original authority with clear direction to (a) Acccpl the appellants prayer
and proceed to assess th(: Goods bY adoF)ling the transaction value in
terms of Rule 4 {3) of C:Vle, 1988 (or) {b} if the ar)peilanl so choose in terrns
of COIllpUtCd value which has been adopted only in t(:rms of Rule 7 (A) of
the CV}{, }cJ88 original authoritY shall proceed by applying the ratio of
Judgement in the Case of CC vs Hewlett Packard. ’l'hc order -was accepted
by the dcparrr llCIIt.

Ttrerea-fter. following the directions of llc>11'!)Ie CESI-AT. C:!renirai. ii
clrno\.’o order \,idc No.496 18/20 1G \vas Issued on 31-Q8-20 1 6, accepting
the declared value as transaction value with no loading under Rule 9 of
CVR, 1988 as there was no flow-back for any t-ccs on the account of
rova itV, technical know-how or trademark. This order was covering the
transactions for the period 4 years front 30- 11,- 1999 to 29-01-2003. and
the said investjgation becomes due for renewal on 30- il-2003. The cas<_’

became due for renewal on 30-11-2003 and \\,as pending for renewal. The
importer has submitted relevant documents for renewal at the time of
expiry of the abovenrentioned dcno\;o order. After the change in SV 13

pro('cdurcs vida (:irs.04 & 05/2016 dt.09-02--20 1 6 the importer submitted
Ann(:;,ure- I & 2 as prescribed by the CBiC Cir.04/2016 dt.09-02-2016 for
th(: 1-cnc:\val of their SVB order following documents to this office for
isSI ! ill!(:c of investigation Report:

a. A nrl£*xlli't-'-1 & 2 as per C BEC: C:ii’cIIlar' .\?o.(i+/2tll 6.
b. ,\I111Uai Iit]porLs.
r. Ft)t'ttr ] ( -F: f5

It. I iCt'trSI- As tree’111elll £tatfcl (3'1-C14-2€3'1(3 sjgnt't-I \vit-h
('; A \1 l!! .il C :CI\.'II’ ANY, LiSA

rl IF ii FqC)C:TFI 1< &

[]re il!-lporter has submit Lcd that their C-oInp£tny is related to the foreign
strpr)lit'r under Rule 2(2) of CVN. 20Q7 as Indian company is a 100'%
su})si< iia_rv of -FI’ iE PROC’I'ER & GAMBLE COiViPANT, USA and to w’born the
supplier is also a su bsidiai}’.

I) IS( : ( iSS 1 o \ S AN I) FIX I) IN ( iS

On perusal of the documents submitted. it is foulrd that:
RELATIONSHIP:

As per the submissions made by the importer, it is evident that the Indian
Companv M/s Procter & Gamble Home Products Ltd., M IImb ali is 100 '%
subsidiar\,' of Procter & Gamble Cornpan\;, USA and is associate company
to the foreign supplicrs listed A't/s Procter & Gamble Manufacturing
(’}'hdj land) Ltd & its group companies in Vietnam, Fran(=c, USA, Taiwan,
Gerlrlanv and Saudi– Arabia. Therefore, thc irnportcr and the foreign
suppliers are related in terms of Rule 2(2}(v} of C-usf on IS Valuation Rules,
200T

TRANSACTION VALUE:

a. The Indian COInpanv in their Annc8t.lrc- 1 has statcd f hat there is no
change in thc: pricIng pattern of itn!)c)rt(td go<)( is as t-irc: intcr'-(-onlpany



billing policy {lCBP) which governs imports from related entities has
remained the same throughout the above period; however, they have
stated that tFlev started irnporting from new sIIppliers as listed at Sr.no.25-
27 in Table-FS above.

b. In their letter d.{.27-05-20 1 6, the irrlportcr has stated that a show
cause notice was issued by JIVCFI on Og- 1 O-20 1 1 vi(Ic F.No.S.
Misc: } } 76/2D li - 12-Gr-2 (S-4 /Misc- 143//2D i I , CTU. \JNCFT) alleging under
valtraf ion in the import of ’ Amt)i-PIll-’. }tnport-er has sTaTed fhat the AmI)i-
Pur u.’iis p\lrchased bY Procter & Gaul)It' frc)Ill SIlr ii Lc:e (>IIly in 2010. Ill
ac idl tic)rl. it \vas itiso fotIrld froirr JCt)ie. Chi’lrrrai's Oi-fil:itIl \vel)site that
ilm i)art- of Anrbi-ptlr was a(ijtr(iicared \'ide O-in-O, 7'2385-724'12/2019
dt. 18'- 11-20 III by CO111nrissioner, l!!rports, Chenr1 ati for alleged evasion of
duty by mis-declaring of MRP of the l3rodtrct Anlbi-i)ur, against which the
importer has filed appeal in Hon’ble CESTAT, Chennai.

c. The quantum of cristoms duty bascd on MRP will change if the
allegations are proved in appcllatc stagc: howe\'cr, the declared valuc for
(:ustoms still can be accepted as transaction value. However, since the
II latter in case of the specific prodIrct "Anlbi-})111-'’ is under disputc, the
value of this may be decided by the groups aftcr Hon'bIc CESTA’I-, Chennai
issues The order in this case.

d. Values declared of all other products, except that of Anrbi-pur, imported
by the importer may be accepted as transaction value as per their
declaration in Annex I.Ire-- I .

( I. In \'i(",\- of i}lc' al)c)v('. th(' declared price (except that of Ambi-pur) is
acceptable as transaction price under Rule 3(3)(a) of CVR, 2007.

ADDITION UNDER RULE IO(1) (c to e) of CVR, 2007:

a. The imporTer has declared that th c*y have CIlt.(:red inFo a 1,icc:nsc
Aqrecrrlent with ’fl'llC PRO(:'l'£'=R &, G AM i-3 1,F: (:C)MPANY. t. iS/\, u;!ric}l is the
p+inc'i})al or h(> iding colnpan.y of thc inlport('r (:orllp£ IIly as \\'cli as the
foreign stlppl icr co Ill pan ics listed in 'Fa bIc:- FS above .

b. As per the clause 12 of the said agreement the "Licensee shall pay as
royatties to Licensor an amount equaI to the percentage of Net Sales
of Products by Licensee (or by any authorized afFiliated distributor
of Licensee) in the Territory, as specified in Attachment I of this
Agreement.

tI

c. Attachm(:nr- i prescribes thc raT(? of royalty i’LI 4.59'i and is reproduced as
below :

ATTACHMENT-1

ROYALTIES

Forir-iii2g part of the AgreeI'nent Licensee shall I:)a)’ to the Licensor Royalties
equal tJ 4 .5% of Net Sales of the below licensed prodLICLS rrr2tnufactured in
India and in respect of which technical krrowhc)w has bern provided by the
parent entrtv:

I. Ariel detergents
]. i-idc clct('rgcnt s



3, Pantcnc shampoo
4. Head &, Sholr}dcrs shampoo
j. Rejoice slramF)no
6. Olav creams and lot_ion
7. Parnpers baby diapers

Status.pplicatic>n Datelal;isi Application/g;-Ni;'.lt;Iii;;;X;
Registration No
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'! S-Nov- 1 t3f3'J I<ellis tr:redIT:i b } a: :;7; }H I & ;i n i2

} -’,'\ :i’!-I: ?\; i: HERE Fan;iU[13

..? f , -fI(' ! - 1 90.T, Rc!!isLe It'dr=THaTt-IEn+
Sti OL: 1 ,1) I: RSm F :i ..;\ iii- L tiS [Rcna=5

[ R is ifipct(I3€) dcc ' L 999In[B=6
IO-Dec- 1976:xfa [m16FfapERS7

The said rate of royalty was enhanced to 5% of net sates with effect from
0 1 /07/2G 17 with the addition of another product. viz, Ambipur, As per
claus(: 1.3 of the said agreement the net sales is defined as:

1 .3 Net_ SaleH NeT SaLes are th.e gross sales of each licensed Product Less
sales returns. discounts and aUouiances {incLuding, but not limited to,
coupon redernption' a.nd. const,tnter rebates), and Va.tu.e Added. Taxes, saLes
taxes or other tales rneasured by the arnount of' sales or gross receipts
from sales Net Sales are tInt,ess ofheril;i'se agreed bt_j the Parties. to be
deternlined IInd.er the Indian Accolrnri.nq Stern.dCI,rds Net Sales ilrcli.td.es the
Net Sales of each Licensed Pro(Jllc it })y afptiai.ed di,sinI)ur ors on_gaqed by
I„icenset-z, as i.t.'eli as bly any slrbii(:en:bee of' I..icensc ze cis t-el)OIled to Licensee
For pt ir}loses of this Agreement, :Net Sales incLudes only SCI. les to unrelated
parties, and , th'1IS, e_xcilt des sates to The Procter & Go,mille Com,pan.l+ or its
/4diZia ics

Hcnc(.' it is observed that while calculating thc royalty cost of imported
goods (raw rnateriai and finished products) is not deducted from the gross
sales to arri\;c at net sales. ’rhcrcfo!-c, there cxists a nexus of ro',,-altv with
irnported goods .

Further, under cIallsc 6 of thc said agrccnrcnt, the importer is under
obligation to subject itself for inspection by the holding company for
processing of manufacturing or products. It also puts an obligation on the
importer to seek approval from the holding company for trsing any
affiliated or non-affiliated manufacturer for its products. Also, the importer
shall confirm the specificaTions of rav„’ material according to the s\rpplier.
Hence, there exist conditions which are imposed on The importer by its
holding conr panT .

Here, the matter of addition of royalty has alrc:adv been dccidcd by the
Apex Court in case of M/s. Matsushita Television & ... vs
Commissioner Of Customs on 12 April, 2007 where in it was statcd that
not only the royalty shall have a nexus with imported
components/goods but also there shall be a condition of sale, fo
consider thc addition of rovaltv to the cost of irnport goods post import.
Rclcv£tnt_ p(>rt ion the {rrdgrnc'nt is I-t:-prc)dtlr('(I bc low for !-cf'(:rcncc:
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of the licence to be gialrted by hi Fi to tile iipoet !=nis it has agrc€C that the appellants dIal! pny to
kiEI tIle recU itv at iiI( rate of 3' h Oli tHe ne: e\- facto :) side price of the CoIour T.V !LlaRufactnred

and sold fIt alter, it has agreed that III ;tciciltion to tIle techt\ica! assIst:1,nec, MEI would assist the

ap)>ei!&nts in the !t:rIlnfacturrllg of the cola!!! T. I- b) settIng tIle call IpolictltS to dIe a})peltar,ts
Under the Agre?r',lent, the parties further ag!'eea tlr3t if the ap!>ellarlt desired to !naIc use of

bought-out toruponel lts it c:ln do so prOVIded the said components are forwarded to ME! for

insteaton and if kill approves the quallty and the specifIcations of such bought-out components

tIIOn done itle aPRa lint would be free to its? \2ic:: colllpnllcilts iQ ale 1ltal:lliatltire cf colo!!! T V,
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(litji}?ct€'( 1 -,gIt!) !!!! ! ilitpc litt'it !x)itlpG:telliS L- Itder RI',ir ){.i)(e j of till’ \:ai't3iion Rules, it)88, anl)
slid: foI ,U{\' ViIi(: II is relntai31,r to ! 1IF l!}lpojTe£} goods and IviII( !! is a ct)ildltion of sale of such goods

it IOIre e{}ii Id be &ddccl ttl Iii'iI ( It'(-} ;IIed pore iIa,yet{} :_ in it to jSi’eSt:Ilt Case. paynleQt ef CClnFl iII tIng
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taxes. freight and tuskIrl, ICe -t)Iii lccIll,IIIIg dIe cost of inlpolted colnpollcr,IS. In other words, the

royalty paynlell{ \viIS to be co:tlpiit ect net all!) all the domestIC etenrelrt of the net sale price of tile
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For tIle above rCa»OIIS, ive fInd no 1IIt'I !! !it 1It t\ ct\ : i .'.ppc;,1 and {be sail ie acer>rdt!!gl\ stands
dlslrll£sed \\ Itn Ita order its to costs

As per the Rule :tO( 1)(c, d & e) of CVR, 2007:

(c) royalties and licence fees related to the imported goods that the

buYer is required to pay, directly or indirectly, as a condition of the saie of

the goods being valued, to the extent that such royalties and fees are not

included in file price actually paid or payable;

((i) The value of any part of tIle proceeds of any sub$eqrlc2rlt resale,

disposal or use of tIle intpolled goods that accrues, dir’edly or indirectly, to
tIle seller;

(e) all other paynrents actually illade or to be Ill,Ide as a colld{tion of sale

of the intported goods, by the buyer to the seller, or by the buyer to a third

party to satisfy an obligation of the seiter to the extent that such payments

are not included in the price actually paid or payab te.

Hence, in the instant case i) the cost of imported goods is not deducted
from the gross sales to arrive at net sales value and ii) there exists
conditions imposed by the holding company to be cornplied with by the
inil)orter, the royalty is paid to the holding company which is an indirect
payrncnt on behalf of the supplier of goods. In these circumstances the
royalty paid becornes addable to the cost of iInported goc)ds by the same
%age for the relevant imports or £lnancia1 years at which the royalty is
being paid. Hen(=c:, it, is observed that th(: royalty is addable under Rule
( ] 0}{ 1 } {c {o e) of C:VR. 2007.

CONCLUSION

From the above analysis of information provided by th(: importer to this
branch for issi !,“lrrc€' of investigation Report , the following facts emerge:

a. Relationship between The Irnporter aud_the for£ign supplier
The !1Irportcr M/s Procter &, Garnblc Holme Products Ltd., Mumbai

and the foreign suppliers enlisted in the Table-FS above are related
in terms of Rule 2(2}(v) of (:\ls toms Valuation Rrrlcs. 20Q7.

b. Acceptance or Rejection of transactional value of imported
goods: The declared value of the imported goods (except that of Ambi-
purr) ma\' be accepted as transaction value under Rule 3(3){a) of CVR,
2007

c. Payments other than invoice values of imported goods:
As there exists a nexus of royaltY with th(: irnportcd goods with
conditions the royalty paid is To b(’ a(idc;d kind(:r Rtrl(: ( IO)( I} {c to c}
of (:Vle. 2007.

No\v, on the basis of the investigations carried ot.It by SVB.NCH,
Mumbai and Badilrgs & conclusion as dc:tailed in the forcgoing paras and

in view of Circl.LIar No.05/20 1b.. ( Justorr is t,i;!teci Q9.02.20 ib. M/s Procter



& Gamble Home Products Ltd.,{IEC- 393058875}, having registered
address at p & G PIAZA CARDiFVAI, GRACIASRO AD CHAKAI/A AN!)HERI

EAS'l' MUMBAI - 'l.00099, is hereby called upon to Show Cause to the
AssisftI.nl Commissioner of Cus;foil is. Appraising Grout-)-II(C-F), NS-i,
Jawaharlal Nehru Cust'orns House, Raigad, Maharashtra, within 30 days

from the receipt of this Show Cause No{ice as to why:

i. The declared value of the goods imported \;idc 1241 BEs as

rncntiorled in Annexure-1 should not' be finally assessed bY

}oading +r 4.5 to 5%, towards the royaITy paid bY the importer in
terms of Rule ( 10)( 1 ) (c to c) of CVR, 2007.

ii. The resultant differential duty should not be demanded and

recovered under Section 18(2) of the Customs Act, 1962.

iii. interest should not be recovered on differential duty so

dctcrn1 tired after loading of value as above, under Section 18{3) of
the Cusioms Act, 1962

1 6 , ’Fhe Nc>ficer is required to nl.c a reply \\'irhin thirty days from the
receipt of this Notice. ’l'hcy are also dirccted to prc)dLl<:C, at the time of
showing carls;c, all the evidences upon which they intend to rely in support
of their d€:fc'rr(-c:

17 . ’Fh ctv should clear Iv state in their waIt( in reply E(> Lhis N(>Lice as to
wIleTher rilcy desire to bc }rca rd iii bC!-SOII before ttlt' cas€' is ad }trcJ !rated. If
nc) rct')iv to { jq is Noticc is rcccivc'c! within thirty {:iO) days h-oni I lie date of

receipt of This Notice or if they do not appear before the Adjudicating
Authority for Personal Hearing while The case is posted for hearing, the
case ’,viiI be decided on the basis of available records without any further
reference to Tlrcrn.

1 8. This Show Callsc Notice is issued without prejudice to any other
action that nra\' be taken against aforesaid Noticee or any other
person/partY connected with the case under the Crrstc)ms Act, 1962 or any

other law for the time being in force.

19. ’rho })cpartn' lent' res( irvcs its righi to amend, rnodif\' or s\lppierlrent
this notice at any fillIe prior to thc: ad_judicatioi1 of the case.

Digitaliy signed by
Dinesh Kumar
Date: 31-10-2025
18:20:55



e

(Dinesh Kumar)
Assistant Comrnissiuner of Customs

Gr. Ii (C-F), NS-I, ,iNCH, Nllava-She\'a
Enclosure- Annextlrc-1

M/s Procter & Gamble Home Products Ltd., (IEC-3930588751
P & G PLAZA CARDINAL GRACIASROAD CHAKALA
ANDHERI EAST MUMBAI – 400099

Copy to:

Fhc Additional Commissioner of Customs, SVB (GVC), NCH Mumbai,
The Deputy Conlrnissioner of Custorns, SVC, JNCH. Nhava Sheva

Pbc Deputy Commissioner of Customs, CAC, ,iNCH, Nha\'a She\'a

Notice Board, JNCH, Nha\:a She\’a

The Deputy Commissioner of C:ustorns, EDI, JN CH , Nha\,'a Shcva
Guard file
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