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‘Under Section 129 DD(1) of the Customs Act, 1962 (as amended), in
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| HHETHS.200/- HRACUHATERH B EIAI® [ HHETHE.1000/- |
(d) | The duplicate copy of the T.R.6 challan evidencing payment of Rs.200/-
(Rupees two Hundred only) or Rs.1,000/- (Rupees one thousand only) as
the case may be, under the Head of other receipts, fees, fines, forfeitures
and Miscellaneous Items being the fee prescribed in the Customs Act,

1962 (as amended) for filing a Revision Application. If the amount of duty
and interest demanded, fine or penalty levied is one lakh rupees or less,
fees as Rs.200/- and if it is more than one lakh rupees, the fee is
Rs.1000/-.
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In respect of cases other than these mentioned under item 2 above, any
person aggrieved by this order can file an appeal under Section 129 A(1) of
the Customs Act, 1962 in form C.A.-3 before the Customs, Excise and
| Service Tax Appellate Tribunal at the following address :

m‘{lﬁ? mﬂmm ‘Customs, Excise & Service Tax
fergaifirevr, ufgdiaaadis Appellate Tribunal, West Zonal

J Bench
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Under Section 129 A (6) of the Customs Act, 1962 an appeal under Section
129 A (1) of the Customs Act, 1962 shall be accompanied by a fee of -

mammmwmawmmm
S\ S S RS HU Ao YA HA B HE AP ewR ey .
o here the amount of duty and interest demanded and penalty levied by
'& y officer of Customs in the case to which the appeal relates is five lakh
pees or less, one thousand rupees;
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(b) | where the amount of duty and interest demanded and penalty levied by
any officer of Customs in the case to which the appeal relates is more
than five lakh rupees but not exceeding fifty lakh rupees, five thousand

rupees ;
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where the amount of duty and interest demanded and pcnalty levied by;
(c) | any officer of Customs in the case to which the appeal relates is more than |
fifty lakh rupees, ten thousand rupees
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G R

An appeal against this order shall lie before the Tribunal on payment of |
10% of the duty demanded where duty or duty and penalty are in dispute,
or penalty, where penalty alone is in dispute.
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Under section 129 (a) of the said Act, every application made before the

Appellate Tribunal-

(a) in an appeal for grant of stay or for rectification of mistake or for any
other purpose; or

(b) for restoration of an appeal or an application shall be accompanied by a
fee of five Hundred rupees.
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ORDER-IN-APPEAL

1. Brief facts of the case

1.1 M/s RK Industries (Unit-II) LLP Plot No. V-7, Sosiya Ship Recycling Yard,
ALANG-364081. Shree Ram House, Khergada Street, Khargate, Bhavnagar,
Dist: Bhavnagar, Gujarat (herein after referred to as the Appellant for the sake
of brevity) has filed the present appeal challenging the Final Assessment Order
No. 1119/SBY/2024-25 dated 29.09.2024 (hcreinafter referred to as ‘the
impugned order’) passed by the Assistant Commissioner, Customs Division,

Bhavnagar (hereinafter referred to as ‘adjudicating authority’).

1.2. The vessel ‘M.V. Gerimal/ Gerima’ was earlier imported by M/s. Halani
International Ltd. under the Bill of Entry No. 3592929 dated 12/10/2017. The
said vessel was converted from foreign run to coastal run. The original importer
i.e. HIL committed a default in payment of certain port dues so the aforesaid
Vessel was arrested for non-payment of port dues by the Hon’ble Bombay High
Court. The vessel was auctioned by the Hon’ble Bombay High Court, by virtue
of its Order dated 06/04/2023 to the predecessors-in-title (viz N.K.D Maritime
Ltd) of the Appellant. An Instrument of Sale dated 26/04/2023 was issued by
the Admiralty Registrar, High Court of Judicature of Bombay in respect of the
impugned vessel in favour of the predecessor-in-title of the Appellant which
categorically recorded that the aforesaid sale was free from all encumbrances
for breaking purpose for which it was handed over to the Appellant. The
impugned vessel was handed over to the Appellant/ predecessor-in-title for
breaking purpose. The Appellant/ predecessor-in-title applied to the customs
authorities at Mumbai Port for allowing transit of vessel to Alang (Bhavnagar),

was denied on account of non-payment of customs dues (IGST) by HIL.

‘ble Bombay High Court passed an Order allowing transit of impugned

@}' om Mumbai Port to Bhavnagar Port pursuant to an application moved
c redecessor-in-title against aforesaid refusal by the customs authorities
g Mmbai Port. The Hon'’ble Bombay High Court has categorically observed
that the customs authorities can recover their claim from HIL or sale/ auction
proceeds deposited in the court by the auction purchaser. The customs
authorities at Mumbai Port granted clearance to the impugned vessel for
towing to Alang Port. The impugned vessel was towed to Bhavnagar Port from
Mumbai Port for breaking purpose. The Appellant urgently required the
impugned vessel for breaking purpose at Alang Shipyard Bhavnagar which
could be towed into the yard only during a high tide. As such, Appellant was
left with no option but to file a Bill of Entry No. 5788955 which was kept

provisional in view of the dispute raised by the Appellant regarding applicability
YootBiel,
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of customs duty (IGST) by the Appellant on impugned vessel which was coastal

goods and not liable to customs duty.

1.3.The appellant had purchased the vessel "MV/DV GERIMA/GERIMAL" (IMO
N. 7932240), anchored at Mumbai Port, from M/s. NKD Maritime Limited.
United Kingdom for USD 10,11,000/- as per Memorandum of Agreement (MoA)
dated 27.04.2023. Since the vessel could not sail on its own power, it was
towed by Tug 'VAHBIZ' from Mumbai to Alang. The vessel arrived at Alang on
3.5.2023 and the Bill of Entry No. 5788955 dated 3.5.2023 was filed by them

for customs clearance of the vessel.

1.4. The appellant filed bill of entry no. 5788955 dated 3.5.2023 for customs
clearance of the vessel. The bill of entry no. 5788955 dated 03.05.2023 was
assessed by the Assistant Commissioner, vide Final Assessment Order No.
1119/SBY/2024-25 dated 29.09.2024 wherein the customs duty of Rs.
1,64,18,238/- was confirmed along with interest of Rs. 8,101/-. The appellant
paid the customs duty under protest and the protest was also vacated vide the
above mentioned FAO dated 29.09.2024.

1.5. Being aggrieved by the assessment the appellant preferred appeal before

Commissioner(Appeals), Ahmedabad.

2. SUBMISSIONS OF THE APPELLANT:

2.1 The appellant challengedFinal Assessment Order No. 1119/SBY/2024-25
dated 29.09.2024 wherein the customs duty of Rs. 1,64,18,238/- was
confirmed along with interest of Rs. 8,101/- in respect of bill of entry No.

5788955 dated 29.09.2023 filed by the appellant. [

2.2 The appellant submitted that the impugned vessel was bought pursuant

to a court-monitored auction conducted by virtue of an Order of Hon'ble
Bombay High Court and was subsequently sold by an Instrument of Sale dated
26/04 /2023 expressly recording that the sale was free from all liens, claims
and encumbrances. Further, Section 8 of the Admiralty (Jurisdiction &
Settlement of Maritime Claims) Act, 2017 specifically provides that on sale of
vessel by a High Court, the vessel shall vest in purchaser free of all
encumbrances, liens, attachments, registered mortgages and charges of the
same nature on the vessel. It is further submitted that the Hon'ble Bombay
High Court in the paragraph 6 of its order dated 26/04 /2023 has specifically
observed that the claim of the customs authority if any would be for customs
duty at the time of import etc of the said vessel and this claim is secured by the
sale proceeds of the said vessel, which have been duly deposited in the court as
confirmed by Dy. Sheriff. As such, any customs duty liability could only have

wiMff‘ﬁJ
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been recovered from the original importer (i.e. Halani International Ltd/ HIL) or
from the sale/ auction proceeds deposited in the Hon'ble Bombay High Court

and not from the Appellant as a subsequent transferee.

2.3. The appellant further submitted that if there is a violation of condition
no.48 of the Sl. No.404 of the Notification No.50/2017-Cus dated 30/06/2017
(Sl. No.5 of the Compilation) which was claimed at the time of original import of
the impugned vessel, the customs duty ought to be recovered from Halani
International Ltd in or the auction/sale proceeds deposited in the Hon’ble
Bombay High Court as held in its order dated 29/04/2023 and also for a
reason that it is an admitted fact that the Appellant has not executed any bond
undertaking the liability of Halani International Ltd. in terms of the aforesaid

Notification No.50/2017-Cus, since the sale of vessel was through a court

monitored auction.

2.4 The appellant further submitted that the impugned order has erred in
concluding that it is mandatory for any vessel whether foreign run or Indian
flag coming to Alang ship breaking yard to file a Bill of Entry under Section 46
of the Customs Act and pay customs duty, since the same is declared as a
landing station under Section 8 ibid. Further, submitted that the aforesaid
finding of the impugned order has no statutory force and is quite contrary to
the fundamental principles of Customs Act 1962 which imposes a levy of
customs duty on taxable event of ‘import’ as contained in Section 2(33) ibid to
mean bringing goods into India from a place outside India. Further, submitted

that Section 12 of the Customs Act which is a charging section of that law,

Consumption at the time of import of the impugned vessel into India on

12/10/2017 and the same was then already cleared for home consumption. As
such, the subsequent transit of the same from Mumbai Port to Bhavnagar Port
for breaking up pursuant to a court monitored auction cannot tantamount to
an ‘import’ as envisaged in Section 2(23) of the Customs Act 1962 nor the

impugned vessel could have been treated as an imported goods’ in terms of
Section 2(25) ibid.

2.6 The appellant further submitted that the provisions contained in Section 8
of the Customs Act 1963 are in nature of enabling provisions empowering a

competent authority to declare customs landing station'and Section 46 thereof
\ )
Didewofeer®d
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are procedural provisions relating to filing of Bill of Entry and the aforesaid
provisions cannot override the fundamental charging provisions which impose
customs duty on a transaction which qualifies as an import in terms of Section
2(23) of the Customs Act. The reason for filing of Bill of Entry in respect of
vessel taken for demolition is to ensure recovery of customs duty which may
have been exempted at the time of original import as provided in the paragraph
3.5 of the CBEC Circular No.16/2012-Cus dated 13/06/2012 from the original
importer and which in present case, ought to be recovered from Halani
International Ltd. or auction proceeds deposited in the Hon’ble Bombay High
Court for the reasons set out above. It is further submitted that the Protest
Letter dated 03/05/2023 itself records that the Appellant was in urgent need of
beaching the vessel in high tide for breaking purpose and as such, Appellant
was left with no option but to file the provisional Bill of Entry and pay duty

under protest while reserving its right to claim refund.

3. PERSONAL HEARING:

A personal hearing was granted to the Appellants on 11.06.2026following
the principles of natural justice wherein the authorizedrepresentative of the
Appellant, Shri V M Chavda, advocateappeared and reiterated the submissions

so made in the appeal.

4. DISCUSSION AND FINDINGS:

4.1 1 find that the appeal was filed by the appellant on 31.07.2025 and the
same is within the time period as per the order dated 03.07.2025 passed by the
Hon’ble Gujarat High Court which had directed the appellant to file the appeal

within four weeks of the date of order.

4.2 1 have carefully gone through the case records, show cause notice and -

-----

corresponding order passed by the adjudicating authority and the defensc ]sm; .

forth by the Appellants in their appeal. The following issues anse 'for""

determmatlon.

(i) Whether IGST is applicable to the purchase of vessel “MV/DV
GERIMA/GERIMAL (IMO No. 7932240) and subsequent filing of Bill of Entry

for breaking purpose.

(ii) Whether custom duty to the tune 1,64,18,238/- along with interest of Rs.
8,101/~ assessed vide Final Assessment Order No. 11 19/SBY/2024-25 dated
29.09.2025 is legally correct or otherwise.

(iii) Whether the impugned order deserves to be set aside.
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4.3 The appellant has contended that the purchase of vessel is free from all
liens, claims and encumbrances. In the present case there is no denying the
fact that vessel was bought pursuant to a court-monitored auction conducted
by virtue of an Order of Hon'ble Bombay High Court and was subsequently sold
by an Instrument of Sale dated 26/04/2023 expressly recording the issue of
liens, claims and encumbrances. Ongoing through, the instrument of sale

dated 26.04.2023, I find that it w.r,t. liens, claims and encumbrances its says

as under:-

“] transfer all right, title and ownership in the aforesaid vessel GERIMAL(IMO
No. 7932240) on ““ as where is, what is there basis free from all maritime liens,
claims, encumbrances, particularly describe above, together with her hull gear,
tackle, engines machinery, bunkers, apparel, furniture, fixtures and all the other
appurtenances and paraphernalia thereto (without equipment on board as
mentioned at para 13 of the order dated 6™ April passed by the Hon’ble Court) to
the said M/s NKD Maritime Ltd. for “SCRAPPING ONLY” and NOT FOR

TRADING.

4.4 1 have carefully considered the appellant's reliance on Section 8 of the
Admiralty (Jurisdiction and Settlement of Maritime Claims) Act, 2017 and the
recitals contained in the Instrument of Sale dated 26.04.2023. However, I find
that the reliance placed thereon is misplaced. The issue involved in the present
proceedings is not the enforcement of any pre-existing maritime lien, mortgage,
charge, encumbrance or claim against the vessel. The issue for determination
is whether customs duty and IGST became leviable under the Customs Act,
62 and the Customs Tariff Act, 1975 when the vessel was presented before
ms authorities for clearance for breaking and demolition. Such statutory
ity arises independently under customs law and cannot be equated with a
;- me lien, mortgage, charge or encumbrance attached to the vessel.
érefore, the protection available under Section 8 of the Admiralty Act, which
operates in the context of transfer of title free from encumbrances through
Jjudicial sale, cannot be interpreted as extinguishing or overriding liabilities

arising under the Customs Act.

4.5 The judicial sale conducted under the orders of the Hon'ble Bombay High
Court undoubtedly transferred title in the vessel free from the encumbrances
contemplated under the Admiralty Act. However, the acquisition of title
through a court-monitored auction does not by itself confer immunity from
compliance with statutory requirements under the Customs Act, 1962.

Consequently, the appellant cannot derive any exemption from customs

Welaoedes )
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assessment merely on the basis of the Instrument of Sale or the provisions of

Section 8 of the Admiralty Act.

4.6 The appellant has also contended that Hon'’ble High Court of Bombay High
Court vide order dated 29.04.2023 has allowed transit of vessel form Mumbai
port to Bhavnagar port pursuant to an application moved by the predecessor-
in-title against aforesaid refusal by the Customs authorities at Mumbai port.
The appellant further submitted that the Hon'ble High Court has categorically
observed that the customs authorities can recover their claim from HIL or
sale/auction proceeds deposited in the court by the auction purchaser. The

High Court in its order has mentioned as under

“The claim of the Customs Authority if any would be for Customs duty at the time
of import etc. of the said Vessel. The claim is secured by the sale proceeds of the
said Vessel, which have been duly deposited in the Court as confirmed by the
Deputy Sheriff.”

The aforesaid observations cannot be construed as an adjudication of customs
liability under the Customs Act, 1962 nor as a declaration that customs
authorities are precluded from undertaking assessment in accordance with
law. The issue before the Hon'ble High Court was limited to transit and sale of

the vessel and not determination of customs duty liability.

4.7 In this regard, I find that the original bill of entry filed was filed and it was

bearing no. 3592929 dated 17.10.2017 calming exemption in terms of Sl.No.

404 of the Notification No. 50/2017Cus dated 30.06.2017. I find that the
~ . .

AT oo
present issue is regarding the liability of IGST on the Bill of Entry filed by/,gn_j_’:rg/‘,.' — )

appellant for breaking of the vessel. [ref

4.8 1 find that it is an admitted position that the vessel was originally impéfted .. g
by M/s Halani International Ltd. under Bill of Entry No.3592929 dated .
12.10.2017 by availing the benefit of Sl. No.404 of Notification No.50/2017-
Cus dated 30.06.2017. The said exemption was not unconditional but was
subject to fulfilment of the conditions prescribed therein, including Condition
No.48. Therefore, the clearance of the vessel at the time of original import
cannot be equated with unrestricted home consumption free from all future
obligations. The import was governed by the conditions attached to the
exemption notification and the continuance of the exemption remained subject
to compliance with such conditions. Consequently, while examining the
present dispute, it becomes necessary to examine the scope and effect of the

exemption availed at the time of original import and the consequences flowing

gicluwsefeetaY
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from subsequent use of the vessel for a purpose different from that

contemplated under the exemption notification.

4.9 In view of the above, it becomes necessary to cxamine the exemption
claimed at the time of original import. Sl. No.404 of Notification No.50/2017-
Cus dated 30.06.2017 and the conditions attached thereto are therefore
relevant for determining whether the vessel continued to satisfy the

requirements of the exemption at the time it was acquired and presented for

clearance for breaking purpose.

404. | 84 or any other |Goods specified in List 33 required in Nil |5% | 48
Chapter connection with:

(a) petroleum operations undertaken
under petroleum exploration licenses
or mining leases, granted by the
Government of India or any State
Government to the Oil and Natural
Gas Corporation or Oil India Limited
on nomination basis,

(b) petroleum operations undertaken
under specified contracts

(c) petroleum operations undertaken
under specified contracts under the
New Exploration Licensing Policy

(d) petroleum operations undertaken
under specified contracts under the
Marginal Field Policy (MFFP)

(e) coal bed methane operations
undertaken under specified contracts

under the Coal Bed Methane Policy |

From the above, it can be deduced that the original bill of entry was not
port for breaking purpose but for the use of vessel for costal run and its
machinery falling under chapter 84 of the Customs Tariff Act. Thus,
e above, it can be seen that the Bill of entry was filed for import of goods
r chapter 84 and not under CTH 89080000 of the Customs Tariff Act
hich exclusively deals with theVessels and other floating structures for

breaking purpose.

4.10 A plain reading of the above condition shows that the exemption was
linked to the specified purpose for which the vessel was imported and operated.
The exemption was not intended to grant an unconditional and perpetual
waiver of duty irrespective of subsequent use or disposal of the vessel.
Therefore, when the vessel ceased to be used for the purpose for which the
exemption had been granted and came to be acquired specifically for
demolition and scrapping, the customs authorities were required to examine

the customs consequences flowing from such change in use in accordance with

i M@
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the Customs Act, the Customs Tariff Act and the applicable exemption

notification.

4.11 At this stage, it is useful to refer to CBEC Circular No.16/2012-Cus dated
13.06.2012 dealing with assessment of vessels and floating structures brought
for breaking. The Circular, inter alia, provides that where a vessel imported
earlier under an exemption notification is subsequently brought for breaking,
the duty foregone at the time of original import becomes recoverable in
accordance with the applicable notification and the vessel is required to be

assessed appropriately at the time it is presented for breaking.

4.12 The above Circular clarifies the departmental understanding of the legal
position and directly addresses the situation arising in the present case. The
Circular proceeds on the basis that a vessel originally imported for operational
use and subsequently brought for demolition constitutes a distinct customs
event requiring assessment in accordance with the Customs Act, the Customs
Tariff Act and the applicable exemption notification. The Circular therefore
lends support to the view that the customs authorities were justified in
examining the consequences of the vessel being diverted from its originally

exempted use and being presented before Customs for breaking and recycling.

4.13 The Circular specifically recognizes that where vessels imported earlier
under exemption or concessional assessment are subsequently brought for
breaking, the customs authorities are required to examine the customs
consequences arising from such change in use and recover the duty becoming
payable in accordance with law. Thus, the departmental instructions
themselves contemplate that a vessel originally imported for operational use
may subsequently become liable to customs assessment when presented for:_

demolition and recycling. Therefore, the appellant's contention that no cus

consequences can arise once a vessel has been initially cleared for

consumption cannot be accepted.

4.14 It is pertinent to mention that Hon’ble Mumbai High Court issued for
their respondents to comply and apparently complied with. Subsequently, the
vessel was towed to Alang port and Bill of Entry No. 5788955 dated 03.05.2023

was filed by the appellant for customs clearance of vessel for breaking purpose.

4.15 1 find from the records that the vessel was originally imported by M/s
Halani International Ltd. under Bill of Entry N0.3592929 dated 12.10.2017 by
availing the benefit of Sl. No.404 of Notification No0.50/2017-Cus dated
30.06.2017 and was thereafter used as a vessel in coastal operations. It is also

not in dispute that the vessel subsequently came to be arrested by the Hon'ble

Geawefee Pt
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Bombay High Court and was sold through a court-monitored auction. The
Instrument of Sale dated 26.04.2023 specifically records that the vessel was
transferred to the auction purchaser "for scrapping only" and "not for trading".
Thus, at the time the appellant acquired the vessel, it was no longer intended
to be operated as a vessel but was specifically acquired for demolition and
recycling. Consequently, the nature and purpose for which the vessel was
presented before Customs at Alang was materially different from the purpose
for which it had originally been imported and cleared in 2017. In these
circumstances, the vessel was correctly presented for clearance as a vessel
intended for breaking and the customs authorities were required to assess the

same in accordance with the provisions applicable to vessels brought for

demolition.

4.16 The appellant's argument proceeds on the assumption that because the
vessel had once been imported into India and assessed for home consumption
in the year 2017, no further customs consequences could arise thereafter. I am
unable to agree with this contention. The original import was not under an
unconditional assessment but was governed by the benefit claimed under SI.
No0.404 of Notification No.50/2017-Cus dated 30.06.2017, which was subject
to fulfilment of the prescribed conditions. It is a settled principle that where an
exemption is granted subject to specified conditions, the benefit remains
available only so long as such conditions continue to be fulfilled. Consequently,
where the conditions attached to an exemption are violated, cease to be
fulfilled, or the goods are diverted to a use inconsistent with the purpose for
which the exemption was granted, the customs authorities are empowered to

recover the duty foregone in accordance with law. Therefore, the mere fact that

Fhe above position is also consistent with CBEC Circular No.16/2012-
us dated 13.06.2012, which specifically provides the framework for
assessment of vessels brought to ship breaking yards and recognizes that
customs duty implications may arise at the stage when a vessel is presented for
breaking. The Circular therefore supports the view that the customs
assessment undertaken in respect of the impugned vessel cannot be treated as

impermissible merely because the vessel had earlier entered India for a

different purpose.

4.18. The appellant has contended impugned order has erred in concluding

that it is mandatory for any vessel whether foreign run or India flag coming to
\ eﬁgﬂ_
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Alang Ship Breaking Yard to file a Bill of Entry under Section 46 of the
Customs Act, and pay Customs duty, since the same is declared as a landing
station under Section 8 ibid. In this regardl find that when the vessel was
presented before Customs authorities at Alang for clearance as a vessel
intended for demolition and a Bill of Entry was filed under Section 46 of the
Customs Act, the vessel became liable to assessment in accordance with the
Customs Act, Customs Tariff Act and applicable notifications. I also find that
the Adjudicating Authority has correctly held that for vessels coming to Ship
Breaking Yard Aland/Sosiya, the ship recyclers have to mandatorily file Bill of
Entry under Section 46 of the Customs Act and pay the appropriate Customs
duty before clearance of the vessel to start the work of demolition as the ship

has been bought for breaking purpose.

4.19 An import of a vessel for operational use and import of a vessel for
breaking are two distinct commercial events recognized under the Customs
Tariff. A vessel imported for use as a vessel is classifiable differently from a
vessel imported for demolition under CTH 8908. In the present case the vessel
was acquired through judicial sale specifically for scrapping and not for
navigation or commercial operation. The Instrument of Sale itself records that
the sale was for scrapping only and not for trading. Consequently, the filing of

Bill of Entry under CTH 89080000 was legally proper.

4.20 The appellant secks to draw a distinction between the original importer
and the auction purchaser. However, the liability under customs law is
attached to the goods and their clearance under the Customs Act. Once the
appellant voluntarily filed Bill of Entry No0.5788955 dated 03.05.2023 seeking
clearance of the vessel for breaking and obtained the consequential benefit of

clearance, the assessment of such Bill of Entry had to be undertaken m__

accordance with the Customs Act, the Customs Tariff Act and the apphcaﬁ"ie e

exemption notifications. The source through which title was acqmred,

including acquisition through judicial sale, does not by itself confer immunity

from statutory customs assessment.

4.21. Now, it is important to refer to the payment of Integrated Goods and

Services Tax (IGST) on imported goods, which is declared and paid via a Bill of

Entry, is primarily governed by the Customs Tariff Act, 1975, read alongside

the IGST Act, 2017.

4.92. 1 find that Section 3(7) of the Customs Tariff Act, 1975 is the direct
provision under which IGST is calculated and levied on imported goods. The
said provisions mandates that any goods imported into India shall be liable to
an integrated tax at a rate not exceeding 40%. This rate is equal to the IGST

s LMJ'C"I‘ e’f‘}[
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rate applicable to a similar article when supplied domestically within India. It
also specifies that the IGST is calculated on the aggregate of the assessable
value of the imported goods plus the Basic Customs Duty (BCD) and any other

applicable customs surcharges (like the Social Welfare Surcharge).

4.23 Further, proviso to Section 5(1) of the IGST Act, 2017 acts as the bridge
that empowers the Customs authorities to collect the GST on imports. While
Section 5(1) is the general charging section for IGST on all inter-state supplies,
its proviso explicitly states that the integrated tax on goods imported into India
shall be levied and collected in accordance with Section 3 of the Customs Tariff
Act, 1975. It specifies that this tax is to be collected at the point when customs
duties are levied, which is at the time of filing the Bill of Entry for home

consumption under Section 12 of the Customs Act, 1962.

4.24. 1 also find that Section 7(2) of the IGST Act, 2017 defines the nature of
the transaction to justify why IGST (and not CGST/SGST) is applied to imports.
It legally deems the supply of goods imported into the territory of India, until
they cross the customs frontiers of India, to be a supply of goods in the course
of inter-state trade or commerce. Because it is deemed an inter-state supply, it

naturally attracts IGST.

4.25 Thus, when a bill of entry is filed by any importer for home consumption,
the Customs Tariff Act [Section 3(7)] is the active mechanism calculating the
IGST amount. The relevant issue in the present proceedings is not whether
duty had been discharged at the time of original import in 2017, but whether
the vessel, when subsequently acquired and presented for demolition under the
applicable tariff heading and exemption framework, attracted customs duty

GST in accordance with law i.e. Customs duty along with applicable IGST

ired to be paid at the time of importing vessel under CTH 89 for
purpose at Alang /Sosiya Ship Breaking Yard.

cordingly, I hold that the present dispute cannot be decided merely on
¢ basis that the vessel had physically entered India in the year 2017. The
determinative factors are that the original import was governed by a conditional
exemption, the vessel subsequently ceased to be used for the exempted
purpose, the judicial sale itself restricted the vessel to scrapping, and the
vessel was thereafter presented before Customs specifically for demolition. In
such circumstances, assessment undertaken by the adjudicating authority is
consistent with the Customs Act, the Customs Tariff Act, Notification

No0.50/2017-Cus and the Board Circular governing vessels brought for

breaking. : wﬂb’\‘eg\g%’
\)‘g =
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4.27. Therefore, in the present case, I find that the Bill of entry has been
correctly assessed by the Adjudicating Authority vide Final Assessment Order
No. 1119/SBY/2024-25 dated 29.09.2024 classifying the goods under CTH
89080000 and thus making it liable for Customs duty and IGST as made

applicable under law.

5. Accordingly, in light of the above discussions, the impugned order no.
1119/SBY/2024-25 dated 29.09.2024 of the adjudicating authority is upheld
and the appeal filed by the appellant is disallowed.
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2. M/s RK Industries (Unit-1I) LLP Plot No. V-7, Sosiya Ship Recycling Yard,
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3. The Deputy/Assistant Commissioner of Customs (Review), Commissioner
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