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The present appeal has been filed by M/s Santosh Timber Trading Co.

Ltd. (hereinafter referred to as "the appellant") under Section 128 of the Customs

Act, 1962 against Orcler-in-Original No. KDL I AC I 85 I DSR/Ref/2024-25 dated

29.07 .2024 (hereinafter referred to as "the impugned order',) passed by the

Assistant Commissioner of Customs, Custom House, Kandla (hereinafter

referred to as "the Ad.judicating Authority''). The appellant is aggrieved only to

the extent of denial of interest on the refunded amount of Rs. 31 ,49,OOO/ -, while

the refund of the principal amount has been sanctioned by the adjudicating

authority.

2. Facts of the case, in brief, are that the appellant is engaged in the import

of timber 1ogs. During the period 2008-09, the appellant imported timber logs

and paid Special Additional Duty (sAD). Refund of sAD was sanctioned under

Notilication No. 102/2007-Cus. Subsequently, a Show Cause Notice dated

O2.O7 .2012 was issued proposing recovery of the refunded SAD on the allegation

that the goods sold were sawn timber and not logs. The said notice was

adjudicated vide Order-in-Original No. KDL-COMMR -38-2013-14 dated

28.11.2013, confirming demand of duty along with interest arrd penalty.

2.1 During the course of investigation, the appellant had deposited an amount

ofRs. 31,49,000/- under protest. The appeliant challenged the said adjudication

order before the Hon'ble CESTAT, Ahmedabad. The Hon,ble Tribunal, vide Final

order No. 10385-10386 12024 daled 06.o2.2024, set aside the order-in-original

and allowed the appeal ofthe appellant.

2.2 Consequent to the above final order of the Hon,lcle CESTAT, the appellant

filed a refund claim for the amount of Rs. 31,49,o0o/- along with interest. The

adjudicating authority sanctioned refund of the principai amount but rejected

the claim for interest, leading to the present appeal.

3 Being aggrieved with the impugned order, the Appellant has filed present

appeal and mainly contended as under:

3.1 The appellant submitted.. that the amount of Rs. 31,49,000/_ was

deposited during investigation and was treated as pre-deposit during appeliate

proceedings. once the demand itself has been set aside by the Hon,bie CESTAT,

the appellant becomes entitled to refund along with interest.

3.2 It was submitted that interest on delayed refund is a statutory and

compensatory right and does not depend upon a specific prayer or direction from
the appellate forum. Deniai of interest solely on the ground that no specific
prayer was made before the Hon,ble CESTAT is legally unsustainable.
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3.3 The appellant contended that interest is a consequential relief flowing

automatically from the setting aside ol the demand and refund of the amount

wrongly retained by the department.

3.4 The appellant relied upon the following judicial precedents:

) Sandvik Asia Ltd. v. CIT - Hon'ble Supreme Court (lnterest is

compensation for use and retention of money by the State )

> CCE v. ITC Ltd. - Hon'ble Supreme Court (Refund carries interest as a

natural consequence)

! Parle Agro Pvt. Ltd. v. CCE - Hon'ble CESTAT (lnterest is payable on

refund even if not specifically ordered)

) Reliance Industries Ltd. v. CCE - Hon'ble CESTAT (Pre deposit

refunded pursuant to appellate order must carry interest)

F Micromax Informatics Ltd. v. Union of India - Hon'blc High Court

(Interest on refund is mandatory and not discretionary)

3.5 It was further submitted that the impugned order is non-speaking and

violates principles of natural justice, as it does not consider the statutory

provisions or binding judicial precedents relied upon by the appellant.

4. Record of Personal Hearings:

In accordance with the principles of audi alteram partem, the Appellant

was afforded the opportunity of personal hearing which was attended virtually

by Ms. Raksha Bhandari, Advocate on behalf of the Appellant on 13.01.2O26

wherein she reiterated the submissions made at the time of filling appeal and.

Further relied on the decision of Hon'ble cESTAT Ahmedabad in the case of KLJ

Plasticizers Ltd, versus C.C. - Kandla (i 1) TMI 1459 - CESTAT Ahmedabad'

5. Discussion and Findlngs:

5.1 Before adverting to the merits of the case, it is observed that the appellant

has preferred the present appeals wittr a delay of 24 days beyond the prescribed

period of limitation and has sought condonation of the said delay. Upon careful

consideration of the explanation furnished and being satisfied that sufficient

cause has been shown, the delay in filing the appeals is condoned in exercise of

the powers conferred under the proviso to Section 128(f ) of the Customs Act,

1962.

Having condoned the delay, I proceed to examine the appeals on merits

5.2 I have carefully examined the records of the case, thc impugned order-i

Original, and the grounds of appeal filed by the appellant'

5.3llindthattheappellant,inthepresentappealproceedings,hasraised
interest on the refunded amount by, relying upondetailed grounds claiming
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various judicial precedents of the Hon'ble Supreme Court, Hon'ble High Courts

and the Hon'ble CESTAT.

5.4 On careful perusal of the impugned order, it is observed that such specific

grounds based on judicial precedents and detailed legal submissions regarding

entitlement to interest were not raised by the appellant during the original

adjudication proceedings. Consequently, the adjudicating authorit5r did not have

the occasion to examine these contentions or the applicability of the cited judicial

precedents while passing the impugned order.

5.6 I also lind that the impugned order does not contain any frndings on the

applicabiiity of the judicial precedents now relied upon by the appellant. In the

absence of such examination, the issue of grant of interest has not been

adjudicated in a reasoned and speaking manner.

5.8 Accordingly, the impugned order is liable to be set aside to the extent of

denial of interest, and the matter is required to be remanded. for fresh

consideration.

5.9 Upon remand, the adjudicating authority shall consider the submissions

made by the appellant regarding entitlement to interest, examine and apply the
judicial precedents relied upon, and pass a reasoned and speaking order in
accordance with 1aw, after affording the appellant a reasonable opportunigr of
being heard.

6. The appeal is allowed by way of remand in the above terms.
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5.5 It is a settled principle that where new legal grounds, particularly those

based on judicial precedents, are raised for the first time at the appellate stage,

and the same require examination of law and application of binding judicial

decisions, the matter merits reconsideration by the original authority so as to

ensure a fair and proper adjudication.

5.7 In view of the above, and without expressing any opinion on the merits of

the appellant's claim for interest, I am of the considered view that t}le issue

rclating to admissibilir-y of interest requires re-examination by the adjudicating

authority.
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Date:27.O1.2026
By Registered post A.D/E-Mail
To'

M/s Santosh Timber Trading Co. Ltd.,

A - l, First Floor, W. H. S., Timber Block, Kirti Nagar, New Delhi - 11OOlS.

Copu to: -

.fi-n" Chief Commissioner of Customs Gujarat, Customs House,
Ahmedabad.

2. The Commissioner of Customs, Customs House, Kandla.
3. The Additional Commissioner of Customs, Customs House, Kandla.
4. Guard File.
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