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F | SCN No. & Date GEN/ADJ/COMM/96/2025-Adjn-O/o Commr-Cus-
Kandla, dated 20.02.2025

G | Noticee / Party /| M/s Jagat Agrotech Private Limited

Importer / Exporter
1. This Order-in-Original is granted to the concerned free of charge.
2. Any person aggrieved by this Order - in - Original may file an appeal under

Section 129 A (1) (a) of Customs Act, 1962 read with Rule 6 (1) of the Customs

(Appeals) Rules, 1982 in quadruplicate in Form C. A. -3 to:

3.

Customs Excise & Service Tax Appellate Tribunal, West Zonal Bench,

2ndFloor, Bahumali Bhavan Asarwa,

Nr. Girdhar Nagar Bridge, Girdhar Nagar, Ahmedabad-380004

Appeal shall be filed within three months from the date of communication of

this order.
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4. Appeal should be accompanied by a fee of Rs.1000/- in cases where duty,
interest, fine or penalty demanded is Rs. 5 lakh (Rupees Five lakh) or less, Rs.
5000/-in cases where duty, interest, fine or penalty demanded is more than Rs. 5
lakh(Rupees Five lakh) but less than Rs.50 lakh (Rupees Fifty lakhs) and Rs.
10,000/- in cases where duty, interest, fine or penalty demanded is more than Rs.
50 lakhs(Rupees Fifty lakhs). This fee shall be paid through Bank Draft in favour of
the Assistant Registrar of the bench of the Tribunal drawn on a branch of any

nationalized bank located at the place where the Bench is situated.

5. The appeal should bear Court Fee Stamp of Rs.5/-under Court Fee Act
whereas the copy of this order attached with the appeal should bear a Court Fee
stamp of Rs.0.50 (Fifty paisa only) as prescribed under Schedule-l, Item 6 of the
Court Fees Act, 1870.

6. Proof of payment of duty/fine/penalty etc. should be attached with the appeal

memo.

7. While submitting the appeal, the Customs (Appeals) Rules, 1982 and the
CESTAT (Procedure) Rules, 1982 should be adhered to in all respects.

8. An appeal against this order shall lie before the Appellate Authority on
payment of 7.5% of the duty demanded wise duty or duty and penalty are in

dispute, or penalty wise if penalty alone is in dispute.

Brief Facts of the Case:-

A specific intelligence was received in the office of the Directorate of Revenue
Intelligence (Hgrs.), 7™ Floor, Drum Shaped Building, I. P. Bhawan, 1. P. Estate,
New Delhi (hereinafter referred to as ‘DRI’) which indicated undervaluation in the
export of rice. The intelligence further indicated that after imposition of duty on
export of rice with effect from 09.09.2022, several exporters, including M/s Jagat
Agrotech Private Limited, 8/2, Sindhi Commercial Market, Kalupur,
Ahmedabad-380001, Gujarat, having IEC No. 0813024111 (hereinafter referred
to as ‘the exporter’ for sake of brevity), were engaged in short payment of export
duty by resorting to undervaluation by claiming abatement of duty from the
assessable value. Thus, export duty was not being paid on the transaction value of
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the export goods (i.e. FOB Value) as provided u/s 14 of the Customs Act, 1962
instead the same was being paid on a reduced value by wrongly declaring the same
as FOB Value thus causing short-payment of the appropriate duty of Customs.

2.1 Preliminary analysis of the Intelligence revealed that export duty at the rate
of 20% ad valorem was imposed on export of rice vide CBIC Notification No.
49/2022-Cus. dated 08.09.2022.

2.2  Scrutiny of the export data pertaining to the said exporter revealed that they
were evading duty on export of rice by adopting two different methods i.e. (i) by
claiming wrongful deduction of export duty from the transaction value, and (ii) by
declaring excess freight amounts.

2.3 The exporter used to negotiate a specific price for sale of their export
consignment which was received by them from the overseas buyer as
‘consideration’ for sale of rice. Thus the ‘consideration/negotiated price’ was
‘the actual transaction value’ for their export consignment on which the exporter
ought to have paid the 20% export duty. However, to evade duty, the exporter had
artificially bifurcated the afore-said negotiated price/total consideration, in two
parts i.e. (i) ‘price of goods’ and (ii) ‘export duty amount’. The exporter had
declared the reduced value ‘price of goods’ as their transaction value and the
other part of the consideration which was equal to the ‘export duty amount’ was
not included by them in their ‘transaction value’. Instead, the same was claimed
as ‘deduction’ and was declared in the Shipping Bills under the Head
“Deduct/Deduction”. Thus, a part of consideration, equal to the ‘export duty
amount’, was not included in the transaction value for payment of export duty
causing short payment of duty.

2.4 In several other cases of export of rice on CIF/CF incoterm basis,
investigation revealed that the exporter had declared excess freight amounts in
comparison to the actual freight amounts paid by them to the shipping
lines/freight forwarders. In such shipments, FOB price is deduced from the CIF/CF
prices by deducting the actual freight amounts paid by the exporter. By claiming
excess freight amounts in the shipping bills, the exporter had wrongly deducted a
part of the consideration/transaction value which is equal to the excess freight
amounts claimed by them. Thus, a part of consideration, was not included in the
transaction value for the payment of export duty in all such export shipments
causing short payment of duty.

2.5 From the preliminary scrutiny of the export data, discussed in above
paras, it appeared that the exporter had treated the actual transaction value
(i.e. actual FOB Value) of their export goods as cum-duty FOB Value and they
have declared the lesser transaction value by wrongly claiming abatement of
duty from the actual transaction value and by claiming excess freight
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amounts in the shipping bills. By adopting the above-mentioned modus operandi,
the exporter had been evading the payment of duty on the differential value
between the actual transaction value of the export goods (i.e. FOB Value) and their
declared reduced FOB value.

2.6 Valuation of the goods is covered by Section 14 of the Customs Act, 1962
which provides that ‘the value of the ... export goods shall be the transaction
value of such goods, that is to say, the price actually paid or payable for the goods
when sold ... for export from India for delivery at the time and place of
exportation. Further, Customs Valuation (Determination of Value of Export
Goods) Rules, 2007 (CVR, 2007) notified vide [M.F. (D.R.) Notification No. 95/2007-
Cus (N.T.), dated-13-09-2007] also provide that value of the export goods shall be
its transaction value. Rule 2 (1) (b) of the CVR, 2007 defines the term ‘transaction
value’ as the value of export goods within the meaning of sub-section (1) of section
14 of the Customs Act, 1962. Further rule 3(1) of CVR, 2007 also stipulates that
subject to rule 8 (providing for rejection of the declared value), the value of export
goods shall be the transaction value. CVR, 2007 came into effect from 10.10.2007.

2.7 This practice of payment of export duty on cum-duty FOB Value was
prevalent prior to the year 2009. CBIC Circular No. 18/2008-Cus. dated
10.11.2008 in this regard stipulated that with effect from 01.01.2009, the practice
of computation of export duty shall be changed; that for the purposes of calculation
of export duty, the transaction value, that is to say the price actually paid or
payable for the goods for delivery at the time and place of exportation under section
14 of Customs Act 1962, shall be the FOB price of such goods at the time and
place of exportation.

Initiation of investigation:

3.1 Pursuant to the afore-said intelligence and apparent undervaluation of the
export goods, investigation was initiated against various exporters of the said
commodity including M/s Jagat Agrotech Private Limited, having IEC No.
0813024111, by issuance of summons under the provisions of section 108 of the
Customs Act, 1962. It was a directorship firm having Sh. Chetan Abhimanu
Maheshwari as its Director.

3.2 Vide summons dated 27.10.2023, 19.01.2024 and 13.01.2025 issued to
including M/s Jagat Agrotech Private Limited under the provisions of the
Customs Act, 1962, documents related to the investigation such as shipping bills,
export invoices, freight invoices, bill of lading and Bank Realization Certificates etc.
were requested from the exporter.
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3.3 In pursuance of the summons issued to M/s Jagat Agrotech Private
Limited, vide letter dated 14.12.2023 (RUD-1), M/s Jagat Agrotech Private
Limited submitted copies of the export documents such as export invoices,
shipping bills, bank realization certificates pertaining to export of rice made by
them during the period F.Y. 2022-23 and F.Y. 2023-24 (RUD-1).

3.4 Vide email dated 15.07.2024 (RUD-2), M/s Jagat Agrotech Pvt. Ltd.,
submitted the details of payments received in respect of each shipping bill and
expenses made towards payments of ocean freight & insurance charges in respect
of consignments exported on basis of CF, CI and CIF inco terms. Further, vide
email dated 26.01.2025 & 29.01.2025 (RUD-3), M/s Jagat Agrotech Pvt. Ltd.
submitted the copies of the freight invoices in respect of the shipments of rice
exported by them on CF, CI and CIF inco-term basis.

4. During investigation, statements dated 14.12.2023 of Sh. Chetan Abhimanu
Maheshwari (RUD-4) and Sh. Hareshbhai Jethanand Maheshwari, (RUD-5)
Director of M/s Jagat Agrotech Private Limited were recorded u/s 108 of the
Customs Act, 1962.

5.1 Vide his statement dated 14.12.2023 (RUD-4), Sh. Chetan Abhimanu
Maheshwari, Director of M/s Jagat Agrotech Pvt. Ltd., stated that he started his
own trading business of food grains in 2001, as a Proprietorship firm in the name
of M/s Jagat Agro which was engaged in the business of wheat cleaning and rice
polishing; that he started export of grains in the year 2013 from his proprietorship
firm; that in 2015, another firm namely M/s Jagat Agrotech Pvt. Ltd. was
incorporated wherein apart from him, his father in law Sh. Prahladbhai Akhomal
Rathi, his brother in law Sh. Manoj Praladbhai Rathi and one of his relative Sh.
Hareshbhai Jethanand Maheshwari are Directors; that this company was in the
business of export of white and parboiled rice; that exports in the name of the said
company were started in the year 2015.

5.2 On being asked about his companies and his role in the said companies, he
stated that M/s Jagat Agrotech Private Limited was engaged in the business of
manufacturing, trading and export of Rice; that Export, sales and purchase related
work was handled by him and his brother in law Sh. Manoj Praladbhai Rathi; that
accounts related work was handled by his father in law Sh. Prahladbhai Akhomal
Rathi; that their manufacturing unit was situated at Plot No. 1375, Naika-Radhu
Road, Radhu, Dist. Kheda, (Gujarat) and the same was managed by him and his
brother in law Sh. Manoj Praladbhai Rathi; that Sh. Hareshbhai Jethanand
Maheshwari was director of the said firm but no work was handled by him; that he
did not look after any specific work of the said company; that Sh. Hareshbhai
Jethanand Maheshwari was mainly in to the transport business in Gandhidham;
that M/s Jagat Agro was his proprietorship firm wholly managed and controlled by
him alone; that both of these firms/companies were situated at the same addresss
i.e. 8/2, Sindhi Commercial Market, Kalupur, Ahmedabad-380001, Gujarat.
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5.3 One being asked about the procedure of procurement of Rice and its further
export; he stated that in respect of Jagat Agro, they procured Rice from many
suppliers in UP, Gujarat, Karnataka, Madhya Pradesh and Maharashtra through
various brokers; that after that the rice is prepared in their Mill according to the
specifications of the overseas buyers; that in respect of M/s. Jagat Agrotech Pvt
Ltd. they procured white rice from many suppliers in UP, Gujarat, Karnataka,
Madhya Pradesh and Maharashtra through various brokers and the same was
exported directly; that they also have a mill in M/s Jagat Agrotech Pvt Ltd.; that
they procured paddy mostly from Gujarat and from the paddy Parboiled Rice (IR-
64) was manufactured by them according to the specifications of the buyers and
the same was exported; that they did not prepare/manufacture white rice in M/s
Jagat Agrotech Pvt. Ltd.; that it was purchased and directly exported i.e. they did
only trading of white rice in the said firm.

5.4 On being asked about the process followed by him in the export of the
goods from M/s Jagat Agro and M/s Jagat Agrotech Pvt. Ltd. he stated that in
both their companies, they procured a sale contract from foreign buyers; that
initially they got sale contracts through some brokers but later they had direct
contacts with the buyers thus they started getting contracts directly from the
buyers in both their export companies; that once they got the contracts, they
procured the rice for export from local markets and mandies and prepared the
same according to the specifications of buyers; that they sent the goods to the
warehouse of CHA for storage; that thereafter, they booked a vessel through
shipping line/vessel charter and once the ship arrived, they filed the shipping bill
at the port and after clearance from the customs authorities, the goods were loaded
on to the vessel; that when the goods were sold as FOB, the vessel was booked by
the buyer and they informed them about the date of arrival of the vessel at the port;
that they filed the shipping bills accordingly and loaded the goods onto the vessel
after custom clearance; that when the goods were sold on CIF basis, the insurance
and freight charges were paid by them; that mostly their sales were on FOB basis
and only 5-10% exports are on CFR terms of invoicing; that their major overseas
buyers of rice were M/s. Adani Wilmer, Singapore, M/s Falcon Foods, Dubai & M/s
ICC Searl, Gini Konkari, West Africa.

5.5 One being asked to elaborate the term CFR, he stated that CFR stand for
Cost plus Freight shipment i.e. in such shipments they had to arrange the goods
and freight upto the port of destination; that the insurance was not arranged by
them in such shipments; that most of their goods were sold on FOB basis.

5.6 On being asked to elaborate the term FOB he stated that in FOB
shipments they had to arrange the goods and their freight up to the loading of the
same at the vessel; that in such shipments the Ocean Freight and insurance both
were arranged by the buyer; that all costs and expenses including clearance
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charges and expenses uptill the loading of the export goods onto the vessel for
export were included in the FOB price of the export goods.

5.7 He was shown a print out of Section 14 and CBIC Circular No. 18/2008-
cus dated 10.11.2008 and print out of incoterms from wikipedia and he was
asked to give his comments on the same. In response he stated that he had
understood the Section 14 and CBIC Circular No. 18/2008-cus dated 10.11.2008;
that he had understood that for payment of export duty, transaction value of the
goods has to be arrived at and the transaction value of the export goods was the
FOB value thereof i.e. the price of the goods inclusive of all expenses and costs up
to the loading of the goods in the vessel after clearance by the customs authority;
that in some invoices they had paid the duty by considering the FOB value as
cum duty FOB value instead of the actual FOB value of the export goods
causing short payment of duty on export of rice; that they had adopted the said
practice for exports by following and advised by some other exporters of rice; that
he was unable to recall the name of such persons; that the afore-said CBIC
Circular No. 18/2008-cus dated 10.11.2008 also provided that the value for
charging export duty shall be the FOB value of the export goods and the practice of
calculation of the FOB value as cum-duty price had been discontinued by the CBIC
with effect from 01.01.2009 as per the said circular; that incoterms also indicated
that in FOB terms of invoicing, all costs and expenses till loading of the export
goods in to the vessel for export should be borne by the buyer; that FOB meant
Free on Board i.e. all charges upto loading of the export goods in the vessel should
be included for calculation of the FOB value; that all expenses related to payment
of duty were incurred prior to loading of the goods on-board the vessel; that the
same (expenses related to payment of duty ) would also be included for payment of
duty by them.

5.8 He was asked to see the documents of Invoice No. 130 dated
09.03.2023 (corresponding shipping bill no 8376824 dated 10.03.2023) and
Invoice No. 131 dated 09.03.2023 (corresponding shipping bill 8382257 dated
10.03.2023) submitted by him vide letter dated 14.12.2023 and explain the
process of duty calculation in these two shipping bills. In response he stated
that in these two shipping bills they had exported White Rice; that in respect of
Invoice No. 130 dated 09.03.2023 (corresponding shipping bill no 8376824 dated
10.03.2023) the contract value was USD 6,20,000 and the FOB value was also USD
6,20,000; that the duty @ 20% of the FOB Value i.e. equal to USD 1,24,000 had
been paid on FOB value of USD 6,20,000 in respect of the said export consignment.

5.9 He further stated that in respect of Invoice No. 131 dated 09.03.2023
(corresponding shipping bill 8382257 dated 10.03.2023), the price according to
the sale contract was USD 460 per MT CFR for export of 1000 MTs of the export
cargo (i.e. rice); that however in the invoice, price of USD 398 per MT CFR was
mentioned (thus total price of USD 398000 was declared); that they had reduced
the invoice price by USD 62 per MT (total USD 62000/- for 1000 MTs of the export
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cargo) which was equal to the export duty paid by them in respect of the said
consignment; that the total invoice value was USD 4,60,000 CFR; that the FOB
value was declared as USD 3,10,000/- that the ocean freight was USD 88,000; that
they had claimed a deduction of USD 62,000 from the actual FOB value to reduce
the FOB value thereby evading the applicable export duty on the deduction amount
claimed by them; that in this invoice they had used and treated the FOB price as
cum duty FOB price for the calculation of duty and had thus claimed in-eligible
deductions equal to the duty amount thus duty was not paid on the said deduction
amounts claimed by them.

5.10 During the course of recording his statement, Sh. Chetan Abhimanu
Maheshwari, Proprietor of M/s Jagat Agrotech Pvt. Ltd. admitted their
mistake and stated that he was willing to pay the differential duty on all such
export consignments of rice wherein export duty had been paid by them by
considering the FOB value as cum-duty FOB price instead of actual and full
FOB value of the export goods in respect of both of their companies i.e. M/s
Jagat Agro and M/s Jagat Agrotech Pvt. Ltd.; that he also undertook to
deposit the differential duty at the earliest.

5.11 On being asked if they had used and followed the same procedure for
calculation and payment of export duty in respect of the shipments of rice
export by them in their another export firm namely M/s Jagat Agrotech Pvt.
Ltd. also; he stated that they had considered the FOB value as cum-duty FOB
price instead of full and actual FOB Price for export duty calculation in several
consignments exported by them in M/s Jagat Agrotech Pvt. Ltd. also.

5.12 On being asked about the Shipping Bill numbers, date and other details
in which they had paid export duty on the cum-duty price of the White Rice;
he stated that after going through their export document pertaining to their export
firm M/s Jagat Agrotech Pvt. Ltd., in the following shipping bills export duty had
been short paid by them; that by using cum-duty FOB price method, the actual
and full FOB value of the goods exported vide theses shipping bills had been
wrongly reduced by them; that the amount of difference in the actual FOB price
and the reduced FOB price adopted by them for duty payment is given in the table

below.
S. Invoic Invoic | Difference in the
no :ﬁmber SB Date ﬁ:;::;‘ter :lumb e declared and actual
er Terms | FOB Value (USD)

1 3/29/202 | JAGAT

8916120 3 AGROTECH 93 CF 62,000
2 3/24/202 | PRIVATE

8721426 3 LIMITED 90 FOB 124,000
3 | 8860199 3/28/202 91 FOB 186,000
4 8875520 | 3/28/202 92 FOB 62,000
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3
> | 9261813 | /13202 1 CF 65,720
© | 9320224 | §13/202 3 FOB 41,075
7 | 9320455 | §/13/202 4 FOB 41,075
8 | 9466582 | /21202 5 FOB 41,075
7 | 9408809 | 3/24/202 6 CF 18,600
101 9550223 | §/20/20° 7 FOB 41,075

6.1 Statement dated 14.12.2023 of Sh. Hareshbhai Jethanand Maheshwari,
Director of M/s Jagat Agrotech Private Limited, (RUD-5)

Vide his statement dated 14.12.2023, Sh. Hareshbhai Jethanand
Maheshwari, Director of M/s Jagat Agrotech Private Limited, stated that he is
in the business of transportation of goods in Gandhidham, Gujarat; that he was
inducted as Director of M/s Jagat Agrotech Pvt. Ltd. in the year 2015 at the time of
incorporation of the said firm; that he is a relative of Sh. Chetan Abhimanu
Maheshwari, Proprietor of M/s Jagat Agro; that he had been shown statement
dated 14.12.2023 of Sh. Chetan Abhimanu Maheshwari, Proprietor of M/s Jagat
Agro, C-47, Ashwamegh Industrial Estate, Ahmedabad-Rajkot Highway,
Ahmedabad, Gujarat -382213 and Director of M/s Jagat Agrotech Private Limited,
8/2, Sindhi Commercial Market, Kalupur, Ahmedabad-380001, Gujarat; that he
had gone through the said statement and he confirmed the facts stated by Sh.
Chetan Abhimanu Maheshwari, in the said statement in respect of M/s Jagat
Agrotech Private Limited.

6.2 Sh. Chetan Abhimanyu Maheshwari, had been managing both the firms. He
is the proprietor of M/s Jagat Agro, as well as director of M/s Jagat Agrotech Pvt.
Ltd. This show cause notice is only in respect of the exports of rice made by M/s
Jagat Agrotech Pvt. Ltd.; the exports of rice made by M/s Jagat Agrotech Pvt. Ltd.
would be covered in a separate show cause notice.

7. Vide letter dated 31.01.2024 (RUD-6), Sh. Chetan Abhimanyu
Maheshwari, Director of M/a Jagat Agrotech Pvt. Ltd., submitted that they have
calculated their differential duty payable on account of wrong claim of deduction
amount out of FOB value of the exports and submitted two Demand Drafts, for
payment of the differential duty, as below:

i. Demand Draft No. 241917 dated 29.01.2024 for Rs.71,13,260/- in favour of
Commissioner of Customs, Kandla payable at Kandla Mundra for payment of
duty by M/s Jagat Agrotech Pvt. Ltd.
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ii. Demand Draft No. 241918 dated 29.01.2024 for Rs.40,38,661/- in favour of
Commissioner of Customs, Mundra payable at Mundra for payment of duty
by M/s Jagat Agrotech Pvt. Ltd. Deposited at the Mundra Port vide Challan
no. 2309 dated 16.02.2024 (RUD-6).

8.1 The export documents and details submitted by the exporter during
investigation were analysed and it was revealed that including M/s Jagat
Agrotech Private Limited had exported rice having description as Indian Non-
Basmati Raw Rice/ Indian IR-64 White Rice / Indian Long Grain Rice etc. by
classifying the same under CTH 10063090 which were liable to export duty @ 20%
ad valorem vide CBIC Notification No. 49/2022-Cus. dated 08.09.2022 and 49
/2023-Customs dated the 25™ August, 2023. In their export documents (Shipping
Bills), they have declared the following three values (i) Total Value, (ii) Invoice
Value and (iii) FOB Value. The Total Value declared by them was inclusive of
export duty and indicated the total consideration received by them from the
overseas buyer. Invoice Value was declared after deducting from the Total Value,
an amount equal to the export duty paid by them in respect of their export goods.
FOB Value was declared after deduction of the ocean freight amounts and
insurance amounts from the afore-said Invoice Value. Thus, total amount of
deductions of Rs.5,57,59,607/- were wrongly claimed by the exporter from the
actual FOB Value in respect of their 10 export shipments as shown below.

8.2 Deduction amounts wrongly claimed by the exporter from the actual
FOB Value of exports which were equal to the export duty:

Scrutiny of the export documents and details submitted by the exporter during
investigation revealed that the exporter had at the time of filing of shipping bills
claimed the deduction of an amount of Rs.5,57,59,607/- in respect of the following
10 shipping bills filed by them. The export duty amounts paid by them in respect of
these 10 shipping bills were also at Rs.5,57,59,608/-. Therefore, the amounts
claimed as ‘deduction/deduct’ were equal to the export duty amounts paid by them
at the time of filing of these shipping bills. Investigation has revealed that these
amounts claimed as ‘deduction/deduct’ were also recovered by the exporter from
the overseas buyer in their bank accounts. The exporter had also confirmed these
facts in his submission and statement recorded u/s 108 of the Customs Act, 1962.

Table: A
S Custom Declared Export Dedfxctlon :Amounts
SB . Duty (Cess) Claimed received through
No House SB Date FOB Value in .

Code Number Rs Amount From Total Reimbursement

’ paid in Rs. Value in Rs. Of Taxes in Rs.
1 INIXY1 8721426 | 24-03-2023 5,08,09,000 | 1,01,61,800 1,01,61,800 1,01,58,932
2 INIXY1 8860199 | 28-03-2023 7,62,13,500 | 1,52,42,700 1,52,42,700 1,52,39,832
3 INIXY1 8875520 | 28-03-2023 2,54,04,500 50,80,900 50,80,900 50,80,900
4 INIXY1 8916120 | 29-03-2023 2,54,04,500 50,80,900 50,80,900 50,75,573
5 IlNMUN 9261813 | 13-04-2023 2,66,49,460 53,29,892 53,29,892 53,29,892
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6 IINMUN 9320224 | 15-04-2023 1,66,55,913 33,31,183 33,31,183 33,31,183
INMUN

7 1 9320455 | 15-04-2023 1,66,55,913 33,31,183 33,31,183 33,31,183
INMUN

8 1 9466582 | 21-04-2023 1,67,17,525 33,43,505 33,43,505 33,41,063
INMUN

9 1 9498809 | 24-04-2023 75,70,200 15,14,040 15,14,040 15,09,970
INMUN

10 1 9559223 | 26-04-2023 1,67,17,525 33,43,505 33,43,505 33,41,063

27,87,98,035 | 5,57,59,608 | 5,57,59,607 5,57,39,590

8.2.1 Photo of Shipping Bill No. 8916120 dated 29-03-2023, Commercial
Invoice cum Packing List No. 93 dated 27-03-2023, Details of Payment
received from the overseas buyer pasted in the SCN clearly indicated that the
deduction of Rs. 50,80,900/- (equivalent to USD 62000) had been claimed in the
Shipping Bill which was equal to the cess amount (i.e. Export Duty) of
Rs.50,80,900/- paid by them. The said amount had been deducted by the exporter
from the actual transaction value (i.e. FOB Value) and export duty had not been
paid on the said differential value of Rs. 50,80,900/- which was though part of the
consideration received by the exporter from the overseas buyer for sale of the
consignment. For receipt and processing of the said export duty amount of
Rs.50,80,900/- (equivalent to USD 62000), in their bank account, separate
invoices in the name of Reimbursement Invoice has been issued by the exporter to
the buyer/bank authorities.

8.3 For reimbursement of the export duty from the overseas buyer, the
exporter had declared RBI Accounting Purpose Code No. P1306 which is for
refund of taxes, however, the following discussion indicate that the said
purpose code is not meant for the receipt of export duty and export proceeds

The exporter had claimed that the deduction/ deduct amount claimed by them in
the shipping bill have been received by them from the overseas buyers in the form
of reimbursement of taxes. They have further informed that the said transactions
have been made under the purpose code P1306.

RBI purpose codes are unique identifiers assigned to various international
transactions, enabling banks and financial institutions to classify and process
remittances accurately. RBI has notified purpose codes for reporting forex
transactions for Payment and Receipt purposes.

The Purpose codes for reporting forex transactions (for the purpose of Receipt of
amounts) are further categorized into 16 different ‘Purpose Group Name’ which
includes Exports (of Goods), Transportation, Travel, Financial Services, Royalties &
License Fees, Transfers among others.

The following purpose codes pertaining to Export (of Goods) refers to the receipt of
forex in respect of exports made from India.
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Gr. Purpose Group Purpose Description
No. Name Code
bl Exports (of Goods) PO101 Value of export bills negotiated /
purchased/discounted etc. (covered under
GR/PP/SOFTEX/EC copv of shipping bills etc)
PO102 Realisation of export bills (in respect of goods) sent
on collection (full invoice value)
PO103 Advance receipts against export contracts, which will
be covered later bv GR/PRP/SOFTEX/SDF
PO104 F.eceipts against export of goods not covered by the
GR/PE/SOFTEX/EC copv of shipping bill etc.
PO105 Export bills (in respect of goods) sent on collection.
PO106 Conversion of overdue export bills from NPD to
collection mode
Po107 Realisation of NPD export bills (full value of bill to
be reported)

Further, the purpose code P1306 referred by the exporter for reimbursement of
taxes (i.e. export duty) falls under the group ‘Transfer’.

Gr. Purpose Group Purpose Description
No. Name Code
13 Transfers P1301 Inward remittance from Indian non-residents towards
family maintenance and savings
P1302 Personal gifts and donations
1303 Donations to religious and charitable institutions in
India
P1304 Grants and donations to governments and
charitable institutions established by the
governments
P1306 Receipts / Refund of taxes

From the above, it is evident that the purpose codes under the group ‘Transfer’
pertains to forex transactions of personal nature such as personal gifts, family
maintenance, donations etc. and the accounting purpose code P1306 falling under
the said category is clearly not associated with the payments received in respect of
exported goods. Thus, the exporter had used wrong purpose for receipt of the
export duty amounts from the buyers. Thus, the exporter had mis-represented
the facts before the bank authorities also to process the receipt of export duty
amounts from the overseas buyer. These amounts are not reflected in the bank
realisation certificates obtained by the exporter from the bank.

8.4 Excess Ocean freight amounts wrongly declared in the Shipping Bills:

In addition to the shipments discussed in above para, in respect of the
following 7 shipments of rice, the exporter had declared higher amounts of ocean
freight in comparison to the actual ocean freight amounts paid by them, thus
causing short payment of duty on the differential ocean freight amounts in respect
of these 7 shipments also. The total amount of excess freight declared by the
exporter in respect of these shipments stood at Rs.66,30,324/-. Vide email dated
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26/29-01-2025, the exporter had submitted copies of the freight invoices indicating
the actual freight amounts paid by them to the Freight forwarders/Shipping line,
which clearly indicated that in these 7 shipments, they have declared excess ocean
freight amounts in the shipping bills filed by them.

Table-B
CUSTOM INvo | Declared Actual Freight | o ioht
S SB INVOICE Freight Paid from R
HOUSE SB DATE CE . X Difference
No. NUMBER NUMBER Amount in Freight .
CODE TERM .. in INR
INR Invoice in INR
1 INIXY1 5182528 | 01-11-2022 44 CF 2,30,16,000 2,24,68,548 5,47,452
2 INIXY1 5449457 | 14-11-2022 51 CF 1,16,58,200 1,15,76,100 82,100
3 INMUN1 | 9261813 13-04-2023 1 CF 66,62,365 53,29,892 | 13,32,473
4 INMUN1 | 9498809 | 24-04-2023 6 CF 19,04,760 17,46,942 1,57,818
5 INMUN1 | 4232438 | 27-09-2023 26 CIF 25,24,964 20,34,639 4,90,325
6 INMUN1 | 8982518 | 08-04-2024 1 CF 25,77,120 13,62,585 | 12,14,535
7 INMUN1 | 9105691 13-04-2024 2 CF 51,54,240 23,48,619 | 28,05,621
5,34,97,649 4,68,67,325 | 66,30,324

In respect of these shipments also, the exporter had not declared the true
facts, before the customs authorities at the port of export at the time of effecting
exports. They have declared the higher ocean freight amounts in their export
documents such as shipping bills filed by them, in comparison to the actual
freight amounts paid by them to the freight forwarders/shipping lines. It is a fact
on record that the exporter had recovered the higher freight amounts from the
overseas buyers of the export goods in comparison to the amounts paid by them to
the freight forwarders & shipping lines in respect of their export shipments. These
facts have been confirmed by the exporter in the details of their export shipments
and actual freight payment invoices submitted by them under the provisions of
section 108 of the Customs Act, 1962.

8.4.1 Copy of Shipping Bill Number 9261813 dated 13.04.2023, Freight Invoice
and Invoice No. 01 dated 01.04.2023 pasted in the SCN indicated that the ocean
freight amount declared in respect of the said shipment was Rs.66,62,365/-
whereas during investigation, the exporter had submitted the actual freight amount
paid by them in respect of the aforesaid shipping bill which stood at
Rs.53,29,892/-. Thus, excess freight amount declared in respect of the aforesaid
shipment works out to be at Rs.13,32,473/-. The said excess freight amount had
also been recovered by the exporter from the overseas buyer of the export goods but
the exporter had not paid duty on the said excess freight amount which was part
and parcel of the actual assessable value of the export goods.

9. The aforesaid deduction amounts claimed by the exporter, as detailed in
Table A above and the excess freight amounts declared by them in their export
documents in respect of the shipments as detailed in Tables B above, were not
included in the declared FOB Value of goods in respect of these shipments, as
discussed in para 8 above. Investigation had revealed that these deduction
amounts had also been claimed and/or recovered by them from the overseas buyer
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of the export goods in their bank accounts. Therefore, the deduction amounts
taken by the exporter from the overseas buyer in any manner whether or not by
declaring the same in the export documents or by mis-declaration of freight
amounts in the export documents appeared to be forming part of the
consideration received by the exporter for delivery of the export goods on board
the vessel after clearance of the shipments through the customs authorities at the
port of export. Thus, these excess freight amounts and deduction amounts claimed
by the exporter at the time of filing shipping bills, as discussed in above paras, also
appeared liable to be included in the FOB Value for the purpose of calculation
of the export duty.

10. Legal Provisions:

10.1 Statutory provisions of the Customs Act, 1962 relevant to this case are
enclosed as Annexure-A to this investigation report and the same are briefly
discussed below:

10.2 The provisions of section 2(18), section 14 & section 16 of the Customs Act,
1962, Customs Valuation (Determination of Value of Export Goods) Rules, 2007,
CBIC Circular No. 18/2008-Cus. dated 10.11.2008 are relevant for understanding
various aspects of valuation of the export goods in the context of present case:

a) The term ‘export’ has been defined in "Section 2(18) of the Customs Act,
1962 as "export", with its grammatical variations and cognate expressions,
means taking out of India to a place outside India."

b) Section 14 of the Customs Act 1962, stipulates that ‘for the purposes of
the Customs Tariff Act, 1975 (51 of 1975), or any other law for the time
being in force, the value of the ......... export goods shall be the transaction
value of such goods, that is to say, the price actually paid or payable for
the goods when sold ............ for export from India for delivery at the time
and place of exportation, where the buyer and seller of the goods are not
related and price is the sole consideration for the sale subject to such other
conditions as may be specified in the rules made in this behalf.

c) In this provision the terms "the price actually paid or payable for the
goods" and "when sold for export from India for delivery at the time and
place of exportation" in the context of present case are very significant. For
the process of export to be complete, the goods need to be taken out of India
to a place outside India. This event can take place only after goods cross
Indian borders. This is more so because the price has to be taken for sale of
export goods when sold for export from India 'for delivery at the time and
place of exportation'. The wording "for the delivery-at the time and place
for exportation" has to be legally construed as "for delivery at the time and
place of exportation on board the foreign going vessel". Thus, the time and
place of delivery of the export goods will be when the goods are on-board the
foreign going vessel which takes place after the goods are given a Let Export
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d)

g)

Order (LEO) by the jurisdictional Customs officer after examining the
compliance to Customs law. By implication, all elements of cost that are
required to be incurred to bring the goods 'for delivery at the time and place
of exportation' to the foreign going vessel will have to be added to invoice
price to arrive at a correct transaction value of export goods as per section
14 notwithstanding the manner as to how the financial transaction is
organized by the exporter and the overseas buyer. It is amply clear that
without incurring associated expenses the export goods cannot be simply
brought to the place of exportation at the time of export. Thus, in the
impugned case, the price payable for the export goods for delivery at the time
and place of exportation can be arrived at only after inclusion of associated
costs including the amounts equal to the export duty which have been
recovered by the exporters from the overseas buyers of the export goods.
"FOB value" means the price actually paid or payable to the exporter for
goods when the goods are loaded onto the carrier at the named port of
exportation including the cost of the goods and all costs necessary to bring
the goods onto the carrier at included in the term ‘FOB Value’. The valuation
shall be made in accordance with the World Trade Organisation (WTO)
Agreement on Implementation of rule VII of General Agreement on Tariffs
and Trade (GATT), 1994. There cannot be an exception to the well laid down
principles of valuation.

This method of calculation of FOB Value’ is prescribed in various trade
facilitation agreements such as ‘Asean India Free Trade Agreement (AIFTA)’
in a very clear manner as follows. FOB value shall be calculated in the
following manner, namely:

(a) FOB Value = ex-factory price + other costs

(b) Other costs in the calculation of the FOB value shall refer to the costs
incurred in placing the goods in the ship for export, including but not
limited to, domestic transport costs, storage and warehousing, port
handling, brokerage fees, service charges, et cetera.

This in fact lays down the foundation for arriving at the assessable value of
the export goods whereby various elements of costs, including the export
duty, notwithstanding it is being paid to the exporter directly by the foreign
buyer or otherwise, are required to be added to the invoice price. Costing
exercise of addition of other cost elements in FOB Value is not limited to
transit transportation cost, storage & warehousing alone. Without payment
of export duty, let export order cannot be issued by the jurisdictional
customs office and the goods cannot be loaded on the foreign going vessel to
take them out of India. On this background it is observed that value of the
export goods on which duty has been paid by the exporter of rice does not
reflect an FOB value i.e. a price payable for delivery of goods at the time and
place of exportation which is a basis for export assessment.

This practice of payment of export duty by considering the FOB Value as
cum-duty FOB Value was prevalent prior to the year 2009. CBIC Circular
No. 18/2008-Cus. dated 10.11.2008 in this regard instructed that the
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existing practice of computation of the export duty by taking FOB price as
the cum-duty price may be continued till 31.12.2008 and all the pending
cases may be finalized accordingly. It was also clarified that with effect from
01.01.2009, the practice of computation of export duty shall be changed;
that for the purposes of calculation of export duty, the transaction value,
that is to say the price actually paid or payable for the goods for delivery at
the time and place of exportation under section 14 of Customs Act 1962,
shall be the FOB price of such goods at the time and place of exportation.

h) In order to bring in uniformity, transparency and consistency in assessment
of export of Iron Ore, CBIC vide Circular No. 12/2014 —-Customs dated
17.11.2014 directed the field formations interalia to monitoring the receipt of
Bank Realisation Certificates for the purposes of comparison with the final
invoices submitted by the exporter to satisfy the accuracy of the assessed
values. It also indicates that the total consideration received by the exporter
from the buyer for sale of the export goods have to be considered for
assessment of the export goods. In shipments exported on FOB incoterm
basis, duty has to be calculated on the total considerations received by the
exporter from the buyer whether or not they are included in the BRC. For
shipments exported on CIF/CF/CI inco-term basis, FOB Value has to be
deduced from the CIF/CF/CI value by deducting the actual freight amounts
and/or insurance premium amounts paid by the exporter as the case may
be.

i) Relevance of time of export is further proved as Section 16 of the
Customs Act, 1962 which provides for the date for determination of
rate of duty and tariff valuation of export goods, stipulate that the rate
of duty and tariff valuation, if any, applicable to any export goods, shall be
the rate and valuation in force,- (a) in the case of goods entered for export
under section 50, on the date on which the proper officer makes an order
permitting clearance and loading of the goods for exportation under section
51; (b) in the case of any other goods, on the date of payment of duty. The
afore-said statutory provision also indicate that time of export is relevant for
valuation of the export goods.

From the above, it is evident that from 01.01.2009 onwards, the
transaction value shall be the FOB Value of the export goods and the FOB
value shall not be treated as the Cum-duty price of the export goods. The
above practice has to be followed for all export commodities irrespective of
the description of the export goods.

11. The investigation into undervaluation of rice shipments exported by M/s
Jagat Agrotech Private Limited vide above mentioned Shipping Bills as discussed
in Tables A & B above, revealed deliberate mis-statement and suppression of facts
on part of the exporter, who was actively involved in mis-declaration of the FOB
value of export goods, with an intention to evade appropriate export duty leviable
on ad valorem basis on such goods. As discussed in above paras, the exporter had
mis-declared the ocean freight amounts whereas they were very well aware of the
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actual freight amounts paid by them in respect of these shipments exported vide
Shipping Bills mentioned in Table B above. In respect of the goods exported by
them through shipping bills as discussed in Table A above, the exporter had
wrongly claimed the deduction in the shipping bills for export duty amounts and
the exporter had claimed duty amounts by raising separate reimbursement invoices
to the buyer but have not declared the same in the shipping bills and export
invoices submitted to the customs authorities and thus have mis-declared the
actual transaction value. Thus, the exporter had not declared the actual FOB
Values in the shipping bills thereby intentionally evading the applicable duties of
customs on such undue deduction amounts/excess freight amounts.

12.1 As discussed in above paras, the valuation of export goods under the
Customs Act, 1962, is governed by the provisions of Section 14 ibid, read with the
Customs Valuation (Determination of Value of Export Goods) Rules, 2007
[hereinafter referred as ‘CVR (E), 2007’]. As per the provisions of Section 14 of the
Customs Act, 1962, the value of export goods shall be the ‘transaction value’ of
such goods, that is to say, the price actually paid or payable for the goods
when sold for export from India for delivery at the time and place of
exportation (i.e., the FOB price) when price is the sole consideration. As such,
the sum total of price paid by the overseas buyer for delivery at the time and place
of exportation would be the ‘transaction value’ of such goods.

12.2 Further, for the purpose of charging export duty, the value to be considered
is the FOB price. This is so because, the terms “for export from India for delivery at
the time and place of exportation” appearing in Section 14 of the Customs Act,
1962, means to FOB (Free on Board) value only. This has been clarified also by the
Central Board of Excise and Customs (CBEC) vide Circular No. 18/2008, dated
10.11.2008, wherein it stated that in case of export shipments, for the purposes of
calculation of export duty, the transaction value, that is to say the price actually paid
or payable for the goods for delivery at the time and place of exportation under
section 14 of Customs Act 1962, shall be the FOB price of such goods at the time and
place of exportation.

12.3 In this case the value of the export goods shall be the transaction value
thereof when the price is the sole consideration. As such, for determination of the
transaction value of the export goods, the sole consideration received by the
exporter from the buyer should be taken in to account, then it should be seen
as to which prices are compulsory for delivery of the export goods on board the
vessel. In this case, the exporter is insisting that the export duty is on
reimbursement basis from the overseas buyer of the export goods. By doing so, the
exporter is separately receiving a part of the export proceeds from the overseas
buyer and not including the same in the assessable value of the export goods. It
can be stated that the seller has imposed a condition on the buyer of the export
goods which states that if the buyer does not pay him a fixed amount (equal to the
20% export duty on their declared lesser FOB value), they would not sell the export
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goods to the overseas buyer and would not deliver the same at the time and place
of exportation. Thus, all such agreements wherein the seller had imposed a
condition on the buyer by which buyer has to pay a part of the payment separately
in the bank accounts of the seller on account of sale of the export goods, such
payments are necessarily part of the consideration received by the seller for sale of
the export goods. Likewise, the excess ocean freight amounts declared by the
exporter are also part of the consideration received by the exporter from the buyer
for sale of the export goods as such excess ocean freight amounts have not be paid
by them to the shipping lines/freight forwarders for the transportation of the export
goods. All such amounts which are equal to the export duty amounts
claimed/recovered from the buyer and excess ocean freight amounts declared in
the shipping bills are liable to be added in their declared FOB Values for
determination of their actual FOB Value for calculation of applicable export duties
thereon.

13.1 The method of calculation of FOB Value has been provided at the website
of various reputed platforms such as ‘Freightos’, which also support the contention
of DRI that export duty is also includible in the FOB Value if the same has been
recovered by the seller from the buyer.

The description of the said platform as available on their website
under the heading ‘About Freightos’ states that

Freightos® (NASDAQ: CRGO) is the leading, vendor-neutral booking and
payment platform for international freight, improving world trade. WebCargo®
by Freightos and 7LFreight by WebCargo form the largest global air cargo
booking platform, connecting airlines and freight forwarders. Over ten
thousand freight forwarder offices, including the top twenty global forwarders,
place thousands of eBookings a day on the platform with over fifty airlines.
These airlines represent over 2/3rds of global air cargo capacity. Alongside
ebookings, freight forwarders use WebCargo and 7LFreight to automate rate
management, procurement, pricing and sales of freight services, across all
modes, resulting in more efficient and more transparent freight services. More
information is available at freightos.com/investors.

The website of freightos https://www.freightos.com/freight-resources/fob-
calculator was visited which provide FOB calculator tools for the ease of
international freigth industory. As per the said website, FOB (Free on Board)
Calculator is a tool used in international trade to determine the total cost of
goods when they are shipped from the seller’s location to the buyer’s
destination. The FOB price includes the cost of the goods, as well as
various expenses incurred until the goods are loaded onto the vessel,
such as packaging, loading, and inland transportation to the port of departure.
It does not include the freight charges for transporting the goods from the port
of departure to the port of destination or any other charges or taxes beyond
the point of loading.
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From the above details available on their website, it is evident that all taxes
before the point of loading of the export goods on board the vessel are
included in the term ‘FOB’. In the case of export of goods, loading of the export
goods starts after issuance of the Let Export Order (LEO)’ by the proper officer of
the Customs. LEO is issued after payment of the export duty. As the export duty is
leviable before the point of loading of the export goods on to the vessel the same is
includible in the FOB Value of the export goods.

13.2 The above contention of DRI is also supported by the Incoterms which are
widely used in the international transactions. Incoterm or International
Commercial Terms which are a series of pre-defined commercial terms published
by the International Chamber of Commerce (ICC) relating to international
commercial law. These incoterms define the responsibility of the importers
and exporters in the arrangement of shipments and transfer of liability
involved at various stages of transaction. They are widely used in the
international commercial transactions and procurement processes. These
incoterms rules are accepted by governments, legal authorities worldwide for the
interpretation of most commonly used terms in the international trade. They are
intended to reduce or remove altogether uncertainties arising from the differing
interpretations of the rules in different countries. As per Wikipedia, the Incoterms
2020 is the ninth set of international contract terms published by the
International Chamber of Commerce with the first set published in 1936
(RUD-9). As per Incoterms 2020 published by ICC, the term ‘FOB’ has been
defined as under -

FOB - Free on Board (named port of shipment)

Under FOB terms the seller bears all costs and risks up to the point the goods
are loaded on board the vessel. The seller's responsibility does not end at that
point unless the goods are "appropriated to the contract” that is, they are "clearly set
aside or otherwise identified as the contract goods"?? Therefore, FOB contract
requires a seller to deliver goods on board a vessel that is to be designated by the
buyer in a manner customary at the particular port. In this case, the seller must
also arrange for export clearance. On the other hand, the buyer pays cost of
marine freight transportation, bill of lading fees, insurance, unloading and
transportation cost from the arrival port to destination.

As per the allocation of costs to buyer/seller according to incoterms 2020, in FOB
terms, all costs related to loading of the export goods at origin, export custom
declaration, carriage to the port of export, unloading of truck in port of export,
loading on vessel/airplane in the port of export have to be borne by the seller of the
goods and other expenses such as carriage to the port of import, insurance,
unloading in port of import, loading on truck in port of import, carriage to the place
of destination, import custom clearance, import duties and taxes and unloading at
destination have to be borne by the buyer of the goods. Thus, all cost until the
loading of the export cargo on board the foreign going vessel have to be borne by
the seller of the export goods which also include export customs declaration and
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cost related to it. Thus, it is evident that the export duty is includible in the FOB
Value and the same have to be borne by the seller and it cannot be recovered by
the seller from the overseas buyer. If the same is recovered, it becomes part of the
consideration for sale of the export goods and thus becomes liable to be included in
the FOB Value of the export goods.

14. Rejection & Redetermination of the Transaction Value:

14.1 As discussed in the above paragraphs, valuation of export goods under the
Customs Act, 1962, is governed by the provisions of Section 14, ibid, read with the
Customs Valuation (Determination of Value of Export Goods) Rules, 2007 [here-in-
after referred as the CVR (E), 2007]. The export proceeds receivable in full
consequent to negotiation and finalization of sale price between the exporter from
India and their overseas buyer form ‘transaction value’ of such goods. The export
Customs duty is leviable on the actual sale price at which the goods were sold.
Where such sale price has been mis-declared and under-stated by the exporter, the
actual sale price, i.e. the Transaction Value, needs to be taken into account for the
purpose of valuation of the impugned export goods.

14.2 In respect of the shipments of rice covered by the Shipping Bills as shown in
the Tables A & B above, it appears that M/s Jagat Agrotech Private Limited
negotiated and finalized one price with their overseas buyer but in the contracts,
the said price was intentionally bifurcated in two parts. The amount of duty
payable by the exporter was deducted from the transaction value. In the shipping
bills filed by the exporter, such undervalued and mis-declared transaction value
was shown, which was lesser than the price that was actually finalized with the
overseas buyer as consideration for the export goods. A part of the consideration
was intentionally excluded from the transaction value of the export goods by
adopting three different modus operandi as discussed in para 8 above. The
difference between the actual price finalized with the overseas buyer and the price
shown in the export documents were recovered/claimed by the exporter from the
buyer separately by an arrangement of the buyer and the seller in this regard. The
exporter and buyer may enter into any contract (oral or written), they may sell and
purchase the export goods on any terms (such as FOB, CIF, CF, CI or ex-works
basis) but for the purposes of calculation of the export duty, the transaction value
in terms with the provisions of Section 14 of the Customs Act, 1962 has to be
derived and such transaction value is the FOB Value of the export goods as
discussed in above paras and for the purpose of calculation of the FOB Value of the
export goods, abatement of the export duty is not available as per Section 14
of the Customs Act, 1962 read with CBIC Circular No. 18/2008-Customs
dated 10.11.2008.

14.3 The receipt of these deduction amounts from the overseas buyers was
apparently never disclosed to the concerned Customs authorities. The said
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amounts were received from the overseas buyer, as reimbursement of taxes/duties
under wrong RBI Purpose code P1306 which is not meant for receipt of the export
duty. The reduced FOB Value declared in the export documents was presented as
the true Transaction Value being paid for the export goods by the overseas buyer as
the deduction amount was not reflected in the Bank Realization Certificate (BRC) in
respect of these export shipment. The deduction amount was recovered separately
in their bank account as reimbursement of taxes. Hence, it appears that the value
declared by M/s Jagat Agrotech Private Limited to the concerned Customs
authorities as the Transaction Value of the export cargo in respect of shipments of
rice covered by the Shipping Bills as shown in the Tables A & B above, is liable to
be rejected under Rule 8 of the CVR(E), 2007 and the impugned export goods are
liable to be valued at their actual Transaction Value as established by the present
investigation, in accordance with the provisions of Section 14 of the Customs Act,
1962, read with Rule 3 of the CVR(E), 2007.

14.4 The amount wrongly excluded from the FOB price was indeed part of the
consideration negotiated and finalized between the exporter M/s Jagat Agrotech
Private Limited and their respective overseas buyers and the said amount which
was excluded from the FOB Value was duly claimed /received by the exporter from
the overseas buyer in their bank account. Therefore, the differential value (equal to
the deduction amount/excess freight amount) as shown in the Tables A & B above
appear to be includible in the declared value (FOB Value) of the respective export
shipments to arrive at the correct transaction value at which the said goods were
sold for export from India for delivery at the time and place of exportation and
export Customs duty as per the prevailing rate needs to be charged on the said
value. M/s Jagat Agrotech Private Limited appears to be liable to pay the
resultant differential duty in addition to the duty already paid by them.

14.5 In view of the above, in accordance with the provisions of Section 14 of the
Customs Act, 1962, the amount of differential customs duty in respect of the
Shipping Bills as mentioned in the Tables A & B at Para 8 above, wherein a part of
export proceeds was apparently not declared to the concerned Customs authorities,
and the same was not included in the declared transaction value has to be worked
out on the basis of actual Transaction Value of the export goods revealed during
the investigation.

15. Calculation of Differential Duty:

15.1 As discussed in above paras, the exporter had undervalued their export
shipments of rice. For this two modus operandi were adopted by the exporter. In
some of their export shipments mentioned at Table A in para 8 above, the FOB
price were undervalued by an amount equal to the amount of export duty paid by
them at the time of export. In such shipping bills, actual transaction value of the
export goods has to be re-determined by adding the amount of export duty which
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was wrongly claimed as deduction in the shipping bills. These deduction amounts
are liable to be included in the actual assessable value of the export goods and
differential duty of Rs.1,11,51,920/- is liable to be recovered from the exporter in
respect of these deduction amounts as summarized below. The detailed calculation
of differential duty is shown in Annexure- I to this investigation report.

Table-C

Deduction Re-determined Duty Differential duty
Port of No Declared Cess amounts FOB value (after payable on due to wrongful

Export of | FOB Value in Amount claimed adding the re- deductions

P SBs Rs. Paid in Rs. from FOB in Deduction determined claimed
Rs. amount) in Rs. FOB in Rs. amounts (in Rs.)
JAGAT AGROTECH PRIVATE LIMITED

INIXY1 4 | 17,78,31,500 | 3,55,66,300 | 3,55,66,300 21,33,97,800 | 4,26,79,560 71,13,260
INMUN1 6 | 10,09,66,535 | 2,01,93,308 2,01,93,307 12,11,59,842 2,42,31,968 40,38,660
Total 10 | 27,87,98,035 | 5,57,59,608 | 5,57,59,607 33,45,57,642 | 6,69,11,528 1,11,51,920

15.2 Apart from the above, in several shipments of rice, as detailed in Table B in
para 8 above, the exporter had declared excess freight amounts in comparison to
the actual freight amounts paid by them to the freight forwarders/shipping lines for
transportation of the export goods to the country of destination. Only the ocean
freight amounts actually paid by the exporter are eligible for deduction from the
CIF/CF value for calculation of the FOB Value of the export goods. Therefore, the
excess freight amounts declared by the exporter are not eligible/allowed for
deduction as per the provisions of Section 14 of the Customs Act, 1962. These
excess freight amounts claimed by the exporter are also liable to be included in the
actual assessable value of the export goods and as summarized below, differential
duty amount of Rs.13,26,065/- is liable to be recovered from the exporter in
respect of these excess freight amounts also. The detailed calculation of differential
duty is shown in Annexure- II to this investigation report.

Table - D
Differential
Excess . Duty
R Re-determined Cess Amount
Declared Cess Freight payable on
Port of No of . FOB value (by due to
FOB value in Amount Amounts R . re- .
Export SBs . R adding freight . excess claim
Rs. Paid in Rs. declared (in PP determined .
INR) diff.) in INR FOB in Rs of freight
) (INR)
JAGAT AGROTECH PRIVATE LIMITED
INIXY1 2 7,37,85,800 1,47,57,160 6,29,552 7,44,15,352 1,48,83,070 1,25,910
INMUN1 | 5 8,33,33,400 | 1,66,66,680 60,00,772 8,93,34,172 1,78,66,834 12,00,154
Total 7 15,71,19,200 | 3,14,23,840 66,30,324 16,37,49,524 3,27,49,905 13,26,065

15.3 In view of the above-mentioned two modus operandi followed by the exporter
for evasion of export duty, their re-determined assessable value in respect of total
15 export shipments have been calculated as shown in below table. Accordingly,
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the differential duty payable by the exporter M/s Jagat Agrotech Private Limited
works out to be at Rs. 1,24,77,985/- as shown in below Table. The detailed
calculation of the differential duty amounts has been shown in Annexure I & II to
this investigation report. The port wise summary of differential duty payable by
M/s Jagat Agrotech Private Limited is as under:

Table-E
No Deduction Differential Excess Differential
Declared . duty due Freight duty due to Total

Port of of claimed . .
Exoort B FOB Value from FOB in to Declared excess differential
P in Rs. deduction in S/Bs (in freight (in duty in Rs.

s Rs. .
in Rs. Rs.) Rs.)
JAGAT AGROTECH PRIVATE LIMITED

INIXY1 6 25’16’17’32 3,55,66,300 71,13,260 6,29,552 1,25,910 72,39,170
INMUN1 9 15’00’80’2; 2,01,93,307 40,38,660 60,00,772 12,00,153 52,38,815
Total 15 40'16'97'5; 5,57,59,607 1'11'51'93 66,30,324 13,26,064 1'24'77'9g

16. Obligation under Self-assessment and Reasons for raising duty demand

by invoking extended period:

16.1 The exporter had subscribed to a declaration as to the truthfulness of the
contents of the Shipping Bill in terms of Section 50(2) of the Customs Act, 1962, in
all their export declarations. Further, consequent upon the amendment to Section
17 of the Customs Act, 1962 vide Finance Act, 2011, 'Self-Assessment’ had been
introduced in Customs. Section 17 of the Customs Act, 1962, effective from
08.04.2011, provides for self-assessment of duty on export goods by the exporter
himself by filing a Shipping Bill, in electronic form. Section S0 of the Customs Act,
1962 makes it mandatory for the exporter to make an entry for the export goods by
presenting a Shipping Bill electronically to the proper officer. As per Regulation 4 of
the Shipping Bill (Electronic Integrated Declaration and Paperless Processing)
Regulation, 2019 (issued under Section 157 read with Section 50 of the Customs
Act, 1962), the Shipping Bill shall be deemed to have been filed and self-
assessment of duty completed when, after entry of the electronic declaration (which
was defined as particulars relating to the export goods that are entered in the
Indian Customs Electronic Data Interchange System) in the Indian Customs
Electronic Data Interchange System either through ICEGATE or by way of data
entry through the service centre, a Shipping Bill number was generated by the
Indian Customs Electronic Data Interchange System for the said declaration. Thus,
under the scheme of self-assessment, it was the exporter who must doubly ensure
that he declared the correct classification / CTH of the export goods, the applicable
rate of duty, value, the benefit of exemption notification claimed, if any, in respect
of the export goods while presenting the Shipping Bill. Thus, with the introduction
of self-assessment by amendment to Section 17, w.e.f. 08.04.2011, it was the
added and enhanced responsibility of the exporter to declare the correct
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description, value, Notification, etc. and to correctly classify, determine and pay the
duty applicable in respect of the export goods.

16.2 In view of the discussion supra, it is evident that the Director of the export
firm M/s Jagat Agrotech Pvt. Ltd., were well aware about the actual value of the
export goods. They have knowingly got indulged in preparation and planning of
forged / manipulated export documents, which they used to forward to the
Customs broker in relation to Customs clearance of the said export goods at the
time of exportation by way of wilful mis-declaration and intentional suppression of
these facts in the Shipping Bills filed by them and thus they appear to have evaded
the applicable Customs duty on export of rice.

16.3 In the event of short levy of Customs duty by reason of collusion, any wilful
mis-statement or suppression of facts by the exporter or the agent or employees of
the exporter, such duty can be recovered by invoking extended period of five years
as provided in Section 28(4) of the Customs Act, 1962. In this case, it appears
that the exporter has knowingly and deliberately mis-declared the transaction
value (i.e. FOB Value) of the export goods. Hence, the extended period of five years
is rightly invokable in this case to recover the differential duty as detailed in
Annexure -I and Annexure -II of this Investigation Report. Further, M/s Jagat
Agrotech Private Limited is also liable to pay interest on their said differential
duty liability as per the provisions of Section 28 AA of the Customs Act, 1962, at
applicable rate.

17. From the scrutiny of the documents gathered/submitted during
investigation by the exporter M/s Jagat Agrotech Pvt. Ltd., scrutiny of the export
data and statements of Sh. Chetan Abhimanu Maheshwari, and Sh. Hareshbhai
Jethanand Maheshwari both Directors of M/s Jagat Agrotech Private Limited who
was involved in export of rice from various ports of India, it appears that—

i. Sh. Chetan Abhimanu Maheshwari, Director of M/s Jagat Agrotech
Private Limited was the key person who on behalf of M/s Jagat Agrotech
Private Limited negotiated and finalized the sale price of rice, exported by
M/s Jagat Agrotech Private Limited to various overseas buyers, vide 15
Shipping Bill as detailed in Tables A & B in para 8 above.

ii.  The declared FOB value in respect of shipping bills listed in Tables A & B did
not reflect the correct transaction value of the export goods;

iii.  As discussed in above paras, the actual transaction value (i.e. FOB Value)
was not declared by them in their export documents. They have undervalued
and mis-declared their transaction value with intent to evade applicable duty
of customs which is leviable @ 20% ad valorem on the actual transaction
value of the export goods in following manners:
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iv.

Vi.

vii.

» In respect of Shipping bills listed in Table A above, the FOB Value was
undervalued by them by an amount equal to the amount of export
duty paid on export of rice and the said amount was wrongly claimed
as deduction in the shipping bills and the said amount was recovered
from the overseas buyer on the basis of separate reimbursement
invoices raised to the buyer.

» In respect of the shipping bills listed in Table B, the declared FOB
Value was further undervalued by an amount equal to the excess
freight amounts declared by the exporter in the shipping bills which
were over and above the actual freight amounts paid by them. The
ocean freight amounts actually paid by the exporter are eligible
deductions from the CIF Value. By declaring the excess freight
amounts, exporter had wrongly claimed excess deductions of freight
amounts which are not eligible. Thus, exporter had out rightly mis-
declared the actual transaction value at the time of export.

Thus, the declared FOB value in respect of all these shipments did not
reflect the correct transaction value of the goods for delivery of the export
goods at the time and place of exportation (i.e. on board the foreign going
vessel after clearance from the customs authorities at the port of export).

The FOB value of export goods in all these cases was mis-declared by M/s
Jagat Agrotech Private Limited to the Customs authorities in the shipping
bills filed by them which was supported by their export invoices for lower
value, resulting in suppression and mis-declaration of actual transaction
value at the time of assessment of the export goods. As such, the value of
export goods in respect of all these Shipping Bills was mis-represented to be
lower than the actual transaction value, thereby causing evasion of export
duty leviable on rice shipments exported by them;

The value of export goods pertaining to each of these Shipping Bills are liable
to be rejected and reassessed as per their actual transaction value as
ascertained during investigation, by taking into account the amount which
was excluded from the declared value at the time of assessment, as brought
out in above paras;

The balance amount not included in the declared FOB Value and wilfully
suppressed by not declaring to Customs with an intention to misrepresent
the transaction value of the export goods, is liable to be assessed to duty at
the applicable rate as detailed in ‘Annexure -I and Annexure -II’ of this
Investigation Report and the same is recoverable along with interest at
applicable rate;

The act of undervaluation and mis-declaration of actual transaction value in
respect of Shipping Bills listed in Tables A & B by M/s Jagat Agrotech
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Private Limited has rendered the export goods liable to confiscation under
the provisions of Section 113 (i) of the Customs Act, 1962 and consequently,
M/s Jagat Agrotech Private Limited has rendered themselves liable to a
Penalty under the provisions of Section 114A and Section 114AA of the
Customs Act, 1962;

viii. Sh. Chetan Abhimanu Maheshwari, Director of M/s Jagat Agrotech
Private Limited, appears to be the person who knowingly or intentionally
either made, signed and used or caused to be made, signed and used, the
custom purpose export invoices, exporter and banking purpose export
invoices and Shipping Bills for export of rice by M/s Jagat Agrotech Private
Limited, which were incorrect as regards to the value of export goods for
payment of export duty. The goods covered under Shipping Bills listed in
Tables A & B above, contained the declarations made by M/s Jagat
Agrotech Private Limited which were false and incorrect in material
particulars relating to the value of the impugned goods. The contracts with
the buyer for sale and export of rice as well as the export documents
submitted to Customs were finalized /signed in the overall supervision of Sh.
Chetan Abhimanu Maheshwari who was handling the day to day business
of the export firm. This fact has been admitted by Sh. Chetan Abhimanu
Maheshwari in his statement recorded u/s 108 of the Customs Act, 1962. In
view of this, it appears that Sh. Chetan Abhimanu Maheshwari is the key
person who has orchestrated the entire scheme of mis-declaration of value of
the export goods, with an intention to evade customs (export) duty. Sh.
Chetan Abhimanu Maheshwari is, therefore, responsible for wilful acts of
mis-statement and suppression of facts in respect of export of rice by M/s
Jagat Agrotech Private Limited. The act of Sh. Chetan Abhimanu
Maheshwari regarding under valuation and mis-declaration of actual
transaction value in respect of Shipping Bills filed by M/s Jagat Agrotech
Private Limited has rendered the export goods liable to confiscation under
the provisions of Section 113 (i) of the Customs Act, 1962. As such, Sh.
Chetan Abhimanu Maheshwari has rendered himself liable to penal action
under the provisions of Section 114 (ii) and 114AA of the Customs Act, 1962;

18. CBIC vide Notification No. 28/2022-Customs (N.T.) dated 31.03.2022 had
stipulated that in cases of multiple jurisdictions as referred in Section 110AA of the
Customs Act, the report in writing, after causing the inquiry, investigation or audit
as the case may be, shall be transferred to officers described in column (3) of the
said Notification along with the relevant documents. For cases involving short levy,
non-levy, short payment or non-payment of duty, as provided in Section 110AA (a)
(ii), the functions of the proper officer for exercise of powers under Section 28 of the
Customs Act, 1962 have been assigned to the jurisdictional Pr. Commissioner/
Commissioner of Customs in whose jurisdiction highest amount of duty is involved.
Since, in the present case, exports have been made from two (02) different ports, as
mentioned in Table E in para 15.3 above, however the highest amount of
differential export duty is in respect of Kandla Port, Gujarat. Hence, Kandla Port,
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Gujarat, being the port involving highest revenue, this Show Cause Notice is being
made answerable to Principal Commissioner/ Commissioner of Customs, Kandla
Port, Gujarat, for the purpose of issuance as well as adjudication of Show Cause
Notice under Section 110AA read with Notification No. 28/2022-Customs (N.T)
dated 31.03.2022.

19.1 Accordingly, M/s Jagat Agrotech Private Limited having its registered
office at 8/2, Sindhi Commercial Market, Kalupur, Ahmedabad-380001, Gujarat
(bearing Importer Exporter Code No. 0813024111), were called upon to show cause
within 30(thirty) days of receipt of this Notice, in writing, to the Adjudicating
Authority i.e., the Principal Commissioner/ Commissioner of Customs, Kandla,
Kandla Custom House, Near Balaji Temple, 370210 (INIXY1), as to why—

i. The declared assessable value of Rs. 40,16,97,575/- in respect of 15
shipments of rice exported vide Shipping Bills detailed in ‘Annexure-I & II’,
should not be rejected in terms of Rule 8 of the Customs Valuation
(Determination of Value of Export Goods) Rules, 2007, read with Rule 3 (1)
ibid and Section 14 (1) of the Customs Act, 1962;

ii. The actual assessable value in respect of Shipping Bills detailed in
‘Annexure-I & II’, should not be re-determined at Rs. 46,40,87,506 /-
under the provisions of Section 14 (1) of the Customs Act, 1962, read with
Rule 3 (1) of the Customs Valuation (Determination of Value of Export
Goods) Rules, 2007 by taking into account — (a) the amounts claimed as
deduction in the shipping bills, which were equivalent to amount of export
duty paid by them; (b) excess ocean freight amounts claimed by them which
were recovered by them from the buyers as discussed in Para 8 & 15 of this
Investigation Report;

iii.  The differential (export) duty amounting to Rs. 1,24,77,985/- payable, as
calculated and shown in ‘Annexure-I and II’ to this Investigation Report, in
respect of Shipping Bill filed by them at two different ports, should not be
demanded and recovered from them, by invoking the extended period of
limitation available under the provisions of Section 28 (4) of the Customs
Act, 1962;

iv. The interest on the afore-said total differential duty amount of Rs.
1,24,77,985/- should not be demanded and recovered from them under the
provisions of Section 28AA of the Customs Act, 1962;

v. The voluntary deposit of Rs.1,11,51,921/- made during investigation
should not be appropriated against their aforesaid differential duty liability;

vi.  The shipments of rice exported vide Shipping Bills detailed in ‘Annexure-I
& II’ to this Notice having re-determined assessable value of Rs.
46,40,87,506/-, should not be held liable to confiscation under the
provisions of Section 113 (i) of the Customs Act, 1962;
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vii.  Penalty under the provisions of section 114A and Section 114AA should not
be imposed upon them.

19.2 Now therefore, Sh. Chetan Abhimanu Maheshwari, Director of M/s Jagat
Agrotech Pvt Ltd. (having Importer Exporter Code No. 0813024111), Resident of -
20, Sahkar-2, Jagabhai Park, Rambaug, Maninagar, Ahmedabad-380008, Gujarat
is hereby called upon to show cause within 30 (thirty) days of receipt of this Notice,
in writing, to the Adjudicating Authority i.e., the Principal Commissioner/
Commissioner of Customs, Kandla, Kandla Custom House, Near Balaji Temple,
370210 (INIXY1), as to why penalty under the provisions of section 114 (ii) and
Section 114AA of the Customs Act, 1962 should not be imposed upon them for
their acts and omissions in evasion of Customs Duty amounting to Rs.
1,24,77,985/- on export of rice through his export firm.

Defence Reply:-

20. Vide the Show Cause Notice, the Noticee was directed to submit their reply
within 30 days from the receipt of the Show Cause Notice failing which the matter
would be decided the case would be decided Ex-parte and on the basis of
documents available with this office. However, till date they have not submitted any
reply to the Show Cause Notice. Further, Noticee vide its letter dated 19.11.2025
submitted that they do not want any personal hearing in the matter and requested
to adjudicate the SCN on merits.

Records of Personal Hearing:-

21. Noticee vide its letter dated 19.11.2025 submitted that they do not want any
personal hearing in the matter and requested to adjudicate the SCN on merits.
Accordingly, no personal hearing in this case is held.

Discussion and Findings:-

22. After having carefully gone through the Show Cause Notice, relied upon
documents, submissions made by the Noticee’s and the records available before
me, I now proceed to decide the case. The main issues involved in the case which
are required to be decided in the present adjudication are as under: -

(i) Whether, in accordance with the provisions of Section 14 of the Customs
Act, 1962 read with the Customs Valuation (Determination of Price of
Export Goods) Rules, 2007, the differential Customs duty, in respect of the
Shipping Bills mentioned in Table A & B at Para 8.2 & 8.4 supra, where a
part of the export proceeds was apparently not declared to the concerned
Customs authorities and thus not included in the declared transaction
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(iii)

value has to be computed based on the actual transaction value of the
export goods as revealed during the investigation; or whether the export
duty reimbursed by the buyer, and excess freight declared are eligible for
deduction from the FOB value?

Whether the FOB value declared by the said noticee in the Shipping Bills
at the time of export of goods is required to be rejected in terms of Rule 8 of
the Customs Valuation (Determination of Value of Export Goods) Rules,
2007, read with Rule 3 (1) ibid and Section 14 (1) of the Customs Act,
1962;

Whether the actual assessable value in respect of Shipping Bills detailed in
‘Annexure-I & II is required to be re-determined at Rs.46,40,87,506/-
under the provisions of Section 14 (1) of the Customs Act, 1962, and total
differential (export) duty amounting to Rs.1,24,77,985/- payable, as
calculated and shown in ‘Annexure-I & II to the notice, in respect of these
Shipping Bills filed by them at 02 different ports, is required to be
demanded and recovered from them, by invoking the extended period of
limitation available under the provisions of Section 28(4) of the Customs
Act, 1962 along with applicable interest under Section 28AA ibid;

Whether the shipments of rice exported vide Shipping Bills detailed in
‘Annexure-I & II to the Notice having proposed re-determined assessable
value of Rs.46,40,87,506/- deserve to be confiscated under the provisions
of Section 113 (i) of the Customs Act, 1962;.

The voluntarily amount of Rs.1,11,51,921/- deposited by them during
investigation is liable to be appropriated against their duty liability.

Whether penalty under Section 114A and Section 114AA of the Customs
Act, 1962 is required to be imposed on the said noticee; and

(vii) Whether for their acts and omissions in evasion of Customs duty

23.

amounting to Rs.1,24,77,985/-, Shri Chetan Abhimanu Maheshwari,
Director of M/s Jagat Agrotech Pvt. Ltd., Resident of - 20, Sahkar-2,
Jagabhai Park, Rambaug, Maninagar, Ahmedabad-380008, is liable for
penalty under the provisions of section 114 (ii) and Section 114AA of the
Customs Act, 1962.

After framing the main issues for consideration, I now proceed to examine

each issue in detail. The foremost issue before me is whether the abatement of
expenses, including export duty, on two different accounts claimed by the said
noticee from the FOB value of the goods for export, is admissible under the
provisions of Section 14 of the Customs Act, 1962 read with the relevant provisions

of the

Customs Valuation (Determination of Price of Export Goods) Rules, 2007.

The relevant provisions for the valuation of the export goods are reproduced below
for the ease of reference:-

“1[ Section 14. Valuation of goods. -
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(1) For the purposes of the Customs Tariff Act, 1975 (51 of 1975), or any other law for the time being
in force, the value of the imported goods and export goods shall be the transaction value of such
goods, that is to say, the price actually paid or payable for the goods when sold for export to India for
delivery at the time and place of importation, or as the case may be, for export from India for delivery
at the time and place of exportation, where the buyer and seller of the goods are not related and price

is the sole consideration for the sale subject to such other conditions as may be specified in the rules
made in this behalf:

Provided that such transaction value in the case of imported goods shall include, in addition to the
price as aforesaid, any amount paid or payable for costs and services, including commissions and
brokerage, engineering, design work, royalties and licence fees, costs of transportation to the place of
importation, insurance, loading, unloading and handling charges to the extent and in the manner
specified in the rules made in this behalf:

Provided further that the rules made in this behalf may provide for,-
(i) the circumstances in which the buyer and the seller shall be deemed to be related;

(ii) the manner of determination of value in respect of goods when there is no sale, or the buyer and
the seller are related, or price is not the sole consideration for the sale or in any other case;

(iii) the manner of acceptance or rejection of value declared by the importer or exporter, as the case
may be, where the proper officer has reason to doubt the truth or accuracy of such value, and
determination of value for the purposes of this section:

(iv) the additional obligations of the importer in respect of any class of imported goods and the
checks to be exercised, including the circumstances and manner of exercising thereof, as the Board
may specify, where, the Board has reason to believe that the value of such goods may not be
declared truthfully or accurately, having regard to the trend of declared value of such goods or any
other relevant criteria]

Provided also that such price shall be calculated with reference to the rate of exchange as in force on
the date on which a bill of entry is presented under section 46, or a shipping bill of export, as the case
may be, is presented under section 50.

(2) Notwithstanding anything contained in sub-section (1), if the Board is satisfied that it is necessary
or expedient so to do, it may, by notification in the Official Gazette, fix tariff values for any class of
imported goods or export goods, having regard to the trend of value of such or like goods, and where
any such tariff values are fixed, the duty shall be chargeable with reference to such tariff value.

Explanation . - For the purposes of this section -
(a) rate of exchange" means the rate of exchange -
(i) determined by the Board, or

(ii) ascertained in such manner as the Board may direct, for the conversion of Indian currency into
foreign currency or foreign currency into Indian currency;

(b)"foreign currency" and "Indian currency"” have the meanings respectively assigned to them in
clause (m) and clause (q) of section 2 of the Foreign Exchange Management Act, 1999 (42 of
1999).]”

Rule 3 of CVR, 2007

“Rule 3. Determination of the method of valuation. -
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(1) Subject to rule 8, the value of export goods shall be the transaction value.

(2) The transaction value shall be accepted even where the buyer and seller are related, provided that

’

the relationship has not influenced the price.’

“CUS CIR NO. 18/2008 DATE 10/11/2008
Computation of Value under Section 14 for Levy of Export Duty

1. After the imposition of export duty on steel at ad valorem rates in May 2008, a doubt has been
raised regarding the manner of calculation of export duty, particularly in view of the introduction
of transaction value concept under Section 14 as part of the 2007 budgetary exercise.
Specifically, the doubt is whether the export duty should be charged simply as a percentage of
FOB price or whether the FOB price should be taken as the ‘cum-duty price’ for determination of
assessable value and duty

due thereon.

2. Hitherto, the export duty and cesses were calculated by taking the FOB price declared by the
exporter as the cum-duty price and working backwards from the FOB price. This methodology is
based on instructions issued by the Board (contained in Appraising Manual) in 1966. This view
was reconfirmed by the Board in 2000 while developing the software for Indian Customs EDI
System (ICES-Exports) for the purpose of levy of cess under various enactments of different
Ministries.

3. The matter has been examined in consultation with the Ministry of Law who have opined that
Section 14 of the Customs Act or the rules framed thereunder, do not specify any procedure for
calculation of assessable value for the purpose of charging export duty in a situation where the
exporter has not collected any amount in excess of what has been declared in the shipping
bill/invoice. As per practice in vogue for the last more than four decades, transaction value of
export goods has invariably been taken as ‘cum-duty price’. This practice is not in conflict with
any of the statutory provisions. Amendments made in Section 14 of the Customs Act by the
Finance Act, 2007 have also not brought any change in the procedure for calculation of
assessable value for the purpose of charging export duty. However, any decision on this issue is
essentially a matter of policy on which decision is to be taken by the administrative department.

4. In view of the above, a policy decision has been taken that till 31.12.2008, the existing practice
of computation of export duty and cesses by taking the FOB price as the cum-duty price may be
continued. All pending cases may be finalized accordingly.

5. It has also been decided that with effect from Ist January, 2009, the practice of computation of
export duty shall be changed. It is proposed that for the purposes of calculation of export duty,
the transaction value, that is to say the price actually paid or payable for the goods for delivery
at the time and place of exportation under section 14 of Customs Act 1962, shall be the FOB
price of such goods at the time and place of exportation. For example if the transaction is at Rs
100 FOB, and the duty is 15%, the export duty will be 15% of FOB price, that is Rs 15. In case
the transaction is on CIF basis, the FOB price may be deduced from the CIF value, and then the
export duty be calculated as 15% of such FOB price.
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6. Any difficulties which are anticipated in the implementation of the change in computation of
export duty from Ist January, 2009 may be brought to the notice of the Board by 20th November,

2008 positively.

7. The contents of this Circular may be brought to the notice of the field formations and the Trade

under your jurisdiction.

8. Hindi version follows.

F. No. 467/45/2008-CusV"”’

24. I observe that as per the allegations made against the said noticee in the
Show Cause Notice, the said noticee failed to declare the actual transaction value
(i.e., the correct FOB value) in their export documents. They have allegedly
undervalued and mis-declared the transaction value with the intent to evade the
applicable Customs duty, which is leviable at 20% ad valorem on the actual
transaction value of the export goods.

25. 1 find it appropriate to mention here that Section 14 of the Customs Act,
1962, read with the Customs Valuation (Determination of Value of Export Goods)
Rules, 2007) stipulates that the value of export goods shall be based on the
transaction value that is, the actual price paid or payable for the goods when sold
for export from India at the time and place of exportation, provided that the buyer
and seller are not related and the price is the sole consideration. I noticed that the
Central Board of Excise and Customs (CBIC) vide Circular No. 18/2008-Cus.,
dated 10.11.2008 has clarified that, for assessment of export duty, the transaction
value should be taken as the FOB value of the export goods at the time and place of
exportation and no abatement of export duty is permissible from this value.

26. I find that export duty is a statutory levy and therefore form part of
transaction value. In the present case the exporter has not borne the incidence of
duty but the duty amounts were recovered by the exporter from the buyers as part
of sale consideration. Hence, these recovered amounts must be included in
transaction value. I find that all taxes/expenses before the point of loading of the
export goods on board the vessel are included in the definition of ‘FOB’. In the case
of export of goods, loading of the export goods starts after issuance of the Let
Export Order (LEO)’ by the proper officer of the Customs. LEO is issued after
payment of the export duty. As the export duty is leviable before the point of
loading of the export goods on to the vessel, the same is includible in the FOB
Value of the export goods in the present case. I find that the provisions of the
Incoterm or International Commercial Terms, which are widely used in the
international transactions, published by the International Chamber of Commerce
clearly define the responsibility of the importers and exporters in the arrangement
of shipments and transfer of liability involved at various stages of transaction. I
noticed that these incoterms rules are accepted by governments, legal authorities
worldwide for the interpretation of most commonly used terms in the international
trade. They are intended to reduce or remove altogether uncertainties arising from
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the differing interpretations of the rules in different countries. As per Incoterms
2020 published by ICC, the term FOB’ has been defined as “Under FOB terms the
seller bears all costs and risks up to the point the goods are loaded on board
the vessel. The seller's responsibility does not end at that point unless the goods are
"appropriated to the contract” that is, they are 'clearly set aside or otherwise
identified as the contract goods". Therefore, FOB contract requires a seller to deliver
goods on board a vessel that is to be designated by the buyer in a manner customary
at the particular port. In this case, the seller must also arrange for export
clearance. On the other hand, the buyer pays cost of marine freight transportation,
bill of lading fees, insurance, unloading and transportation cost from the arrival port
to destination.”

From the above definition, it is evident that definition of “FOB” includes all
cost until the loading of export goods on board the foreign going vessel including
customs clearance and related charges which are to be borne by the seller. Since
export duty discharged prior to issuance of the Let Export Order and before the
goods are physically loaded on board, it is evident that duty portion is an integral
part of the costs which is to be borne by the seller. Therefore, I find that where the
seller has recovered the export duty amount separately from the buyer, such
recovered amount become a part of the consideration for the sale of export goods.
Thus, the said amount is liable to be included in the FOB value for determining the
correct assessable value. Accordingly, I hold that the export duty recovered from
overseas buyers is includible in the FOB value of the export goods.

27. I find that in respect of the 10 Shipping Bills as mentioned in Table-A,
M/s Jagat Agrotech Pvt. Ltd., had wrongly claimed deductions equal to the export
duty amounts payable at the time of export. I noticed that the deduction amounts
of Rs.5,57,59,607 /- were claimed in the said Shipping Bills. These deductions were
found equal to the export duty amounts paid by the exporter. For example,
consider the Shipping Bill No 8916120 dated 29.03.2023 wherein the deduction
amount exactly matches the export duty amount. The Deduction of Rs.50,80,900/-
(equivalent to USD 62000) was claimed in that shipping bill by issuing
Reimbursement Invoice Part-B and that amount is equal to the export duty leviable
on the goods covered under the said shipping bill. The exporter deducted this
amount from the actual transaction value; however received the same from the
overseas buyer as part of the sale proceeds. By treating the actual FOB Value as a
cum-duty price and deducting the duty amount, the exporter attempted to take an
abatement of duty which is not permissible to them in the subject 10 shipping bills.
CBIC Circular No. 18/2008-Cus dated 10.11.2008 clarifies that export duty is
chargeable on the transaction value, i.e. the FOB price, and no abatement of duty
is allowed. Excluding such amounts from the declared FOB Value is contrary to
Section 14 of the Custom Act, 1962 read with Rule 3 of the Customs Valuation
(Determination of Value of Export Goods) Rules, 2007. This fact indicate clearly
that the exporter deliberately reduced the declared FOB Value from the duty
component and therefore, mis-declared the transaction value for the purpose of
assessment.
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28. I find that the exporter in 10 shipping bills and the respective export invoices
had mentioned duty paid amounts separately in the reimbursement invoices, they
did not include these amounts in the total invoice value or the FOB value declared
before the Customs Authority. On the contrary, they showed these as deductions
under the head “Deduct/Deduction” in the shipping bills. By doing these act, the
exporter had suppressed the actual consideration received from the overseas
buyers and presented an artificially reduced FOB Value to the Customs authorities
at the time of export. I find that the exporter during the investigation period has
also admitted in their statements recorded under Section 108 of the Customs Act,
1962, that these deducted amounts were in fact recovered from the overseas
buyers. Such amounts were duly realized in the bank accounts of the exporter.
Thus, the fact were never discovered that the declared invoice value was not the
sole amount received by the exporter from the foreign buyer. These acts show a
deliberate attempt by the exporter to suppress facts and make false statements.

29. In view of the above, I hold that the declared FOB Value in respect of the 10
shipping bills covered under Table-A is liable for rejection under Rule 8 of the
CVR(E), 2007. The actual transaction value has to be re-determined by including
the deduction amounts wrongly excluded by the exporter. Accordingly, I hold the
re-determined FOB Value comes to Rs.33,45,57,642/- (FOB Value of
Rs.27,87,98,035/- as declared in 10 shipping bills (+) Rs.5,57,59,607/- of Export
Duty recovered from overseas buyer and shown as deduct/deduction in shipping
bills) against the declared Rs.27,87,98,035/- in respect of said 10 Shipping Bills,
as calculated in Table-C (re-produced hereunder).

Table-C

Deduction Re-determined Duty Differential duty
Port of No Declared Cess amounts FOB value (after payable on due to wrongful

Export of | FOB Valuein Amount claimed adding the re- deductions

P SBs Rs. Paid in Rs. from FOB in Deduction determined claimed
Rs. amount) in Rs. FOB in Rs. amounts (in Rs.)
JAGAT AGROTECH PRIVATE LIMITED

INIXY1 4| 17,78,31,500 | 3,55,66,300 | 3,55,66,300 21,33,97,800 | 4,26,79,560 71,13,260
INMUN1 6 | 10,09,66,535 | 2,01,93,308 2,01,93,307 12,11,59,842 2,42,31,968 40,38,660
Total 10 | 27,87,98,035 | 5,57,59,608 | 5,57,59,607 33,45,57,642 | 6,69,11,528 1,11,51,920

30. I find that in respect of the 7 shipping bills covered under Table-B, the
exporter declared inflated amounts of ocean freight in their shipping bills as
compared to the actual freight paid to the freight forwarders/shipping lines. The
total excess freight declared across these shipments has been calculated at
Rs.66,30,324/-. By adopting this method, the exporter artificially reduced the
assessable FOB value declared before Customs and thereby resulting in short-
payment of export duty. These excess freight amounts were not borne by the
exporter and the same were actually recovered from their overseas buyers as part
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of the total consideration for the consignments. The discrepancy between declared
freight and actual freight paid was also accepted by the exporter during the
investigation period by submitting the details of shipments. For example, in
Shipping Bill Number 9261813 dated 13-04-2023, the ocean freight amount
declared in respect of the said shipment is USD 82150, which is equivalent to
Rs.66,62,365/- (taking exchange rate at Rs.81.1 per USD as per shipping bill)
whereas during investigation, the exporter had submitted the actual freight amount
paid by them in respect of the aforesaid shipping bill which stood at
Rs.53,29,892/-. Thus excess freight amount declared in respect of the aforesaid
shipment works out to be at Rs.13,32,473/-. The said excess freight amount has
also been recovered by the exporter from the overseas buyer of the export goods but
the exporter had not paid duty on the said excess freight amount which is part and
parcel of the actual assessable value of the export goods. This instance
demonstrates the method adopted by the exporter for all shipments covered under
Table-B.

31. I find that the investigation clearly establishes that the invoices and shipping
bills declared inflated freight figures which did not correspond to the actual
amounts paid. Section 14 of the Customs Act, 1962 mandates that the “transaction
value” must represent the price actually paid or payable. The investigation proved
beyond doubt that the freight declared was substantially in excess of the freight
actually paid, thereby artificially reducing the FOB value.

32. In view of the above, the FOB values declared in respect of the 7 shipping
bills covered under Table-B are liable to rejection under Rule 8 of the Customs
Valuation (Determination of Value of Export Goods) Rules, 2007 and the re-
determined FOB Value comes to Rs.16,37,49,524/- as calculated in Table-D (re-
produced hereunder):

Table - D
DI .
No Excess Freight LU Duty payable on Celsf:e;emn:uar:t
Port of Declared FOB g FOB value (by i .

Export of value in Rs Amounts adding freieht re-determined due to excess

P SBs : declared (in INR) X g. 6 FOB in Rs. claim of freight
diff.) in INR
(INR)

INIXY1 2 7,37,85,800 6,29,552 7,44,15,352 1,48,83,070 1,25,910
INMUN1 5 8,33,33,400 60,00,772 8,93,34,172 1,78,66,834 12,00,154
Total 7 15,71,19,200 66,30,324 16,37,49,524 3,27,49,905 13,26,065

DEMAND OF DUTY UNDER EXTENDED PERIOD OF TIME UNDER SECTION
28(4) OF THE CUSTOMS ACT, 1962:

33. It is obligatory for the exporter to subscribe a declaration as to the
truthfulness of the contents of the Shipping Bill in terms of Section 50(2) of the
Customs Act, 1962, in all their export declarations. Section 17 of the Customs Act,
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1962, effective from 08.04.2011, provides for self-assessment of duty on export
goods by the exporter himself by filing a Shipping Bill, in electronic form. Section
50 of the Customs Act, 1962 makes it mandatory for the exporter to make an entry
for the export goods by presenting a Shipping Bill electronically to the proper
officer. Thus, under the scheme of self-assessment, it was the exporter who must
doubly ensure that they declare the correct classification / CTH of the export
goods, the applicable rate of duty, value, the benefit of exemption notification
claimed, if any, in respect of the export goods while presenting the Shipping Bill. It
is however evident from the investigation that there were deliberate mis-statement
and suppression of facts on their part. The exporter was actively involved in mis-
declaration of the FOB value of export goods, with an intention to evade
appropriate export duty leviable on ad valorem basis on such goods. They adopted
two different modus operandi (i) by claiming wrongful deduction of export duty
from the transaction value and (ii) by declaring excess freight amounts. Both the
modus-operandi have already been discussed in detail in the foregoing paragraphs.
Further, the responsibility lies on the exporter to ensure that all details related to
the shipments are correctly declared at the time of filing shipping bills. Therefore,
the extended period of five years under Section 28(4) of the Customs Act, 1962 has
been correctly invoked in the present case.

34. For the Shipping Bills as listed in Tables A and B in para 8.2 and 8.4
above, the differential duty demand, as detailed in corresponding Annexure -I and
Annexure -II, of the SHOW CAUSE NOTICE, of Rs.1,24,77,985/- as confirmed in
Table-C and Table-D above, is required to be upheld against the said noticee under
Section 28(8) of the Customs Act, 1962 and the interest at the applicable rate in
terms of notification issued under Section 28AA of the said Act is required to be
recovered from the said noticee on the differential amount of Customs duty.

35. Further, payment of differential Customs Duty of Rs.1,11,51,921/- made by
the Noticee during the course of investigation is required to be appropriated against
their demand of differential Customs Duty.

Confiscation of the goods under Section 113(i) of the Customs Act, 1962 and
imposition of redemption fine:

36. SCN has alleged that the goods are liable for confiscation under Section
113(i) of the Customs Act, 1962. The relevant legal provisions of Section 113(i) of
the Customs Act, 1962 are reproduced below: -

“li) any goods entered for exportation which do not correspond in respect of
value or in any material particular with the entry made under this Act or in the
case of baggage with the declaration made under section 77;”

On plain reading of the above provisions of the Section 113(i) of the Customs Act,
1962, it is clear that any goods, which are entered for exportation which do not
correspond in respect of value or in any material particular with the entry made
under this Act, will be liable to confiscation. All the deduction claimed by the said

Page 36 of 39



GEN/AD)/COMM/96/2025-Adjn-O/0 Commr-Cus-Kandla 1/3676276/2025

noticee including the reimbursement of export duty was not deductible from the
CIF value to arrive at the FOB value. Hence, the impugned exported goods as
exported vide the aforesaid shipping bills listed above are liable for confiscation
under the provisions of Section 113(i) of the Customs Act, 1962. However, since the
goods in question which are proposed to be confiscated are not available physically
and have already been cleared from Customs by the said noticee, I refrain from
imposing any redemption fine under Section 125 of the Customs Act, 1962.

Imposition of Penalties on main noticee and Co-Noticees

37. As regards imposition of penalty on the said noticee, I find that by their
acts of omission and commission; claiming abatement from the CIF value of the
deductions which were not permissible as discussed in details in the foregoing
paragraphs of this Order, which has resulted into evasion of Customs duty to the
tune of Rs.1,24,77,985/-, they have rendered the goods liable to confiscation under
Section 113(i) of the Customs Act, 1962. Further, I find that the short paid
Customs Duty of Rs.1,24,77,985/- is required to be recovered from the Noticee
under Section 28(4) of the Customs Act, 1962, thereby have made themselves liable
for penalty under Section 114A of the Customs Act, 1962. Further, I find that
submission of documents viz. Invoices, Contracts etc., claiming wrongful deduction
knowingly and intentionally to reduce the value of export goods for payment of
Export Duty, in order to short payment of export duty have also rendered the
Noticee liable for penalty under Section 114AA of the Customs Act, 1962.

38. I also find that Sh. Chetan Abhimanu Maheshwari, Director of M/s Jagat
Agrotech Pvt Ltd., has knowingly or intentionally either made, signed and used or
caused to be made, signed and used, the contracts, invoices and Shipping Bills for
export of rice by M/s Jagat Agrotech Pvt. Ltd., which were incorrect as regards to
the value of export goods for payment of export duty. The goods covered under
Shipping Bills listed in Tables A & B above, contained the declarations made by
M/s Jagat Agrotech Pvt. Ltd. which were false and incorrect in material particulars
relating to the value of the impugned goods. The contracts with the buyer for sale
and export of rice as well as the export documents submitted to Customs were
signed in the overall supervision of Sh. Chetan Abhimanu Maheshwari who was
handling the day to day business of the export firm. This fact has been admitted by
Sh. Chetan Abhimanu Maheshwari in his statements recorded u/s 108 of the
Customs Act, 1962. In view of this, I find that Sh. Chetan Abhimanu Maheshwari is
the key person who has orchestrated the entire scheme of mis-declaration of value
of the export goods, with an intention to evade customs (export) duty. Sh. Chetan
Abhimanu Maheshwari is, therefore, responsible for wilful acts of mis-statement
and suppression of facts in respect of export of rice by M/s Jagat Agrotech Pvt.
Ltd.. The act of Sh. Chetan Abhimanu Maheshwari regarding under valuation and
mis-declaration of actual transaction value in respect of Shipping Bills filed by M/s
Jagat Agrotech Pvt. Ltd. has rendered the export goods liable to confiscation under
the provisions of Section 113 (i) of the Customs Act, 1962. As such, Sh. Chetan
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Abhimanu Maheshwari has rendered himself liable to penal action under the
provisions of Section 114 (ii) and 114AA of the Customs Act, 1962

39.
order:

i.

ii.

iii.

iv.

vi.

vii.

In view of the discussion and findings supra, I hereby pass the following

ORDER

I order to reject the declared assessable value of Rs.40,16,97,575/- in
respect of shipments of rice exported vide Shipping Bills detailed in
‘Annexure-I & II’, in terms of Rule 8 of the Customs Valuation
(Determination of Value of Export Goods) Rules, 2007, read with Rule 3(1)
ibid and Section 14(1) of the Customs Act, 1962.

I order to re-determine the assessable value of Shipping Bills detailed in
‘Annexure-I & II’ to the noticee as Rs.46,40,87,506/- under Section 14 (1) of
the Customs Act, 1962 read with Rule 3 (1) of Customs Valuation
(Determination of Value of Export Goods) Rules, 2007.

I determine and confirm the demand of the differential (export) duty
amounting to Rs.1,24,77,985/- (Rupees One Crore Twenty Four Lakh
Seventy Seven Thousand Nine Hundred and Eighty Five only), as calculated
and shown in ‘Annexure-I & II’ to the notice, in respect of aforesaid
Shipping Bills filed by them at 2 different ports, under the provisions of
Section 28(8) of the Customs Act, 1962 and order to recover the same from
M/s Jagat Agrotech Pvt. Ltd., having its registered office at 8/2, Sindhi
Commercial Market, Kalupur, Ahmedabad-380001, Gujarat under Section
28(4) of the Customs Act, 1962.

I order to recover the interest from M/s Jagat Agrotech Pvt. Ltd., having its
registered office at 8/2, Sindhi Commercial Market, Kalupur, Ahmedabad-
380001, Gujarat, at appropriate rate under Section 28AA of the Customs
Act, 1962 on the above confirmed demand of duty amounting to
Rs.1,24,77,985/-.

I order to appropriate voluntarily paid duty amounting to Rs.1,11,51,921/-,
paid during the course of investigation against differential (export) duty
amounting to Rs.1,24,77,985/- (Rupees One Crore Twenty Four Lakh
Seventy Seven Thousand Nine Hundred and Eighty Five only).

I hold that the goods as detailed in Annexure-I & II having re-determined
assessable value of Rs.46,40,87,506/- are liable to confiscation under the
provisions of Section 113(i) of the Customs Act, 1962. Since the goods are
not available for confiscation, I don’t impose redemption fine under Section
125 of the Customs Act, 1962.

I impose a penalty of Rs.1,24,77,985/- (Rupees One Crore Twenty Four
Lakh Seventy Seven Thousand Nine Hundred and Eighty Five only) upon
M/s Jagat Agrotech Pvt. Ltd., having its registered office at 8/2, Sindhi
Commercial Market, Kalupur, Ahmedabad-380001, Gujarat, under Section
114A of the Customs Act, 1962.
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viii.

ix.

40.

I impose a penalty of Rs.20,00,000/- (Rupees Twenty Lakh Only) upon M/s
Jagat Agrotech Pvt. Ltd., having its registered office at 8/2, Sindhi
Commercial Market, Kalupur, Ahmedabad-380001, Gujarat, under Section
114AA of the Customs Act, 1962.

I impose penalty of Rs.10,00,000/- (Rupees Ten Lakh Only) upon Shri
Chetan Abhimanu Maheshwari, Director of M/s Jagat Agrotech Pvt. Ltd.,
having its registered office at 8/2, Sindhi Commercial Market, Kalupur,
Ahmedabad-380001, Gujarat under Section 114(ii) of the Customs Act,
1962.

I impose penalty of Rs.10,00,000/- (Rupees Ten Lakh Only) upon Shri
Chetan Abhimanu Maheshwari, Director of M/s Jagat Agrotech Pvt. Ltd.,
having its registered office at 8/2, Sindhi Commercial Market, Kalupur,
Ahmedabad-380001 under Section 114AA of the Customs Act, 1962.

This OIO is issued without prejudice to any other action that may be taken

against the claimant under the provisions of the Customs Act, 1962 or rules made
there under or under any other law for the time being in force.

F. No-

Digitally signed by
Nitin Saini
Date: 26-12-2025
11:1@¥i6in Saini)
Commissioner of Customs
Custom House, Kandla.

GEN/ADJ/COMM/96/2025-Adjn-O/o0 Commr-Cus-Kandla

DIN- 20251271MLOOOOOOF599

To:-

1)

2)

M/s Jagat Agrotech Private Limited, 8/2, Sindhi Commercial Market,
Kalupur, Ahmedabad-380001, Gujarat

Sh. Chetan Abhimanu Maheshwari, Director of M/s Jagat Agrotech Private
Limited, Resident of: 20, Sahkar-2, Jagabhai Park, Rambaug, Maninagar,
Ahmedabad-380008, Gujarat

Copy for necessary action to: -

1)
2)

3)

4)
S)

The Chief Commissioner of Customs Gujarat Customs Zone, Ahmedabad.

The Commissioner of Customs Mundra, Mundra Custom House, 5B, Port User Building,
Mundra Port, Mundra, Kutch, Gujarat-370421

The Director General, Central Economic Intelligence Bureau, 6th Floor, B-Wing, Janpath
Bhawan, Janpath, New Delhi-110001

The Assistant Commissioner (EDI) for uploading on the website.

The Assistant Commissioner (TRC) for necessary action.
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