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T6 ss qTTI {6 I

offi loqp rrqT 6.

Thi s copy is granted free of cost for the private use of the person to whom it
is issued.

t962 frt Er{r 12e d S rrl (qqT ssil[qd) & er{h
frsfuBa *fud & nrcd & vxr+r d 6t{ 6qfu {s qTe{r C arq-i 6}
3fiE-d r6-qH 6-.dr d d qs Gn?sr 6t qTft eff a'r0-tE €' 3 q*A }. riei
3iql €frq/sgm efu-d tsTa-{i sqr}uql, fr"f, dffiq, 1ttsrcr ftqm1 q.qq
qFf, ct ffit ol garlaur o{Ttfi rqd s-r s6-a e.
Under Section 129 DD(1) of the Customs Act, 1962 (as amended), in respect
of the following categories of cases, any person aggrieved by this order can
prefer a Revision Application to The Additional Secretary/Joint Secretary
(Revision Application), Ministry of Finance, (Department of Revenue)
Parliament Street, New Delhi within 3 months from the date of
communication of the order.

SR d /Order relating to :

(6( 5-q crd.
any goods imported

(E( qI{d 3flgki EffiinEq: dIET TIq'T qI{d s{
e{r{ rR aat q rr.q clm qT gg q;ilq e{T;r rR B-drt ETA + fuS qtf&a
c,d sdTt q qd qr qr s€'rraq e{rt qr s-art,rC cTd o1 crn d oril&rn

crd € 6.fr d.
any goods loaded in a conveyance for importation into India, but which are

(b) not unloaded at their place of destination in India or so much of the quantity
of such goods as has not been unloaded at any such destination if goods
unloaded at such destination are short of the quantity required to be
unloaded at that destination.

rr( efrqFl x dq] 3l qrrq rlq
n-dd {@ qTqd} 61 3mT,f .

Payment of drawbacl< as provided in Chapter X of Customs Act, 1962 and
the rules made thereunder

3 &{uI q7 grrd qTsq q-qd 6-a{r
fu-sd er<.fu ss61 qts 6t w\rrft efu ss. &' ers{ ftsfufua olquird
€cs di qrFg ,

The revision application should be in such form and shall be verified in such
manner as may be specified in the relevant rules and should be accompanied
by:

(6') g€,1870 {{ 9.5 1 3.1 I"q 3E€I{
{s 3{TasT sl 4 qfrqi, fq.sqff C-fi qfr fr q-qrq- A€ 61 qFrlerrr {@' E+-e
CTIT il{T ql'Rq.

(a) 4 copies of this order, bearing Court Fee Stamp of paise fifty only in one
copy as prescribed under Schedule I item 6 ofthe Court Fee Act , 1870.

U;I qiul 3.iT 4

gw

2

I

c4 o eI oS thf Oe erd r In o np aI ln da Id tio tn reo I tan ocdr1g1 mu ten S if anv

qTE&
4smrqT qTq {m

(b)

o)

({s)

4 copies of the Application for Revision.

Page 2 of 15

(a)

rtq

, t962

(c)

(c)



€1

Filc No. Si49-302lCUS/JMN/JAN/2025-26

(s) g1 &f!T ET{R , 1962 (gql i
trEffta ets d .irq rdk, uts,Ew,v-dt efrr ffiE TrA & rftd& si{f{ oanr B

d t. 200/-(Fqq d sl qntqr t.rooo/-csqq q-s Ef,R cn l, +€i fi nTqm d, €
sE fud {rrdn & q-qrBrfiirf,ra d.efit.ooldsftqi. qErom, qmrrrqtqM,

wlrqr rrqT (g +l TIRT .ffr sqq qm drtl qr gtIe oc d d t€ Q1s & sq i
r.zoor- .riR qfr \rm' ffi€ S erlqa d d FTs at Fq d {. t 000/-

(d)

interest demanded, line 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/-.
q( T{. z 3{ skIrdT 3t-dl qwq qR

qR, {s s{Tt{r € rfiEfl rf,{s o-rdT d d a dlnr{@ erl{Fqs rgsz

oT qm 12e g (1) & e{{H Htd fi.c.-, fl dfqT{-tr, a,dtq tsErE {cs
ofrt €a-r o-r e{fif, .itlero-rq } sca trsfufua qd q-t ors-d s-r sda e
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 :

Customs, Excise & Service Tax

Appellate Tribunal, West Zonal
Bench

2"d Floor, Bahumali Bhavan,

Nr.Girdhar Nagar Bridge, Asarwa,

Ahmedabad-380 016

Er{T 12s g (5) 3t , dlqrqtr
1e62 +1 Erqr 12e C (r) & 3{{F erfid } qrq Fsfufua 1o. we* fri
ITBS-

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 -

d wdT trRt EIrn'rlqT {@
efrr qrq dql drlnn rtrfi (g o1 roq qfu ors 5qg qt as€ oc d d

6$rt r-qC"

ere the amount of duty and interest demanded and penalty levied by any

cer of Customs in the case to which the appeal relates is five lakh rllpees

less, one thousand rupees;

d sdr ERi CITIT TTq {@
eirr qrq aqT drTTqT rrcrr q.s a1 roc qtq ors s-qq € erlqo d dFs-n

Eq-E qflq drq € eflso I d d; qrq 6sR Eqq

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 exceedlng frfty lakh rLlpees, five thousand rupees

.i

q6T rr{I CFN TruT {@
e?tq qrq dqT drlrgT rrfl q-g o1 r6-q qdRI (rg s-qq t ;f*o d d;

4

FRW-{'R g-d, oNIrrEI,

T]CFT, FOZ

3lf,{Erql(_

380016

5

Gt)

)

@

cr)

(b)

(s EgR T-qg.
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The duplicate copy of the T.R.6 challan evidencing paJrment 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

, 1962
.l

{Ifi{@', fi-frq sorq {ffi E SEr

o-r qfrfrqrtlf*-{ur, sl8fr A*q fio

:-\
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where the amount of duty and interest deman
officer of Customs in the case to which the ap
lakh rupees, ten thousand rupees

ded and penalty levied by any
peal relates is more than fift--

(d)

sftT EI{r t2e (g) snqi<TtR
qr- co+s qTesT & ftc fiftqqrH) BFq trfrq-{fr fts
tW qC erfio , - c{qET (€

qrrrf,ffi6lqEr{a
; erfioul en# qa slq-srd-dr&ftqoqr qlAfi +.

elq uqq qfq s}st {i€esdiqftq.

(c)

(q)

qlqr1 
I

{s 01 qt]lq gT3f{r q-6i{C6 {@
o-{i Irt ard-dq-di (s qE-drE {gI3tfr-d+

0

An appeal against this order shall lie before the Tribunal on payment of l,1oL,

of the duty demanded where duty or duty and penalty are in dispute, or
penalty, where penalty alone is in dispute.

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 ofan appeal or an application shall be accompanied by a
fee of five Hundred lrpees.

Under section 129 (al of the said
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1.1 M/s Demo Shipping Senrices #3O2 D & I EXCELUS, Opp, Home School,

Waghawadi Road, Bhavnagar (herein after referred to as the "Appellant for the

sake of brevity) has filed the present appeal against Order-ln-Original

1S/Additional Commissioner 12025-26 dated 28. 1 1 .2025 (herein after referred

to as the "impugned order") issued by the Additional Commissioner,

Customs(Preventive), Jamnagar (herein after referred to as the "Adjudicating

Authority).

1.2 The Appellant had declared the arrival of a vessel with name MSC KERRY

for breaking at Alang. The said vessel arrived at Alang Anchorage on 17.06.2023

from the Indian Port MUNDRA (last port of call). A11 usual customs formalities

were completed in respect of the said vessel. Since, the said vessel arrived at

Alang from the Indian Port (last port of call), accordingly the Appellant requested

to allow them to file manual Bill of Entry for payment of customs duty on account

of consumption of bunkers & stores during last voyage being coastal voyage, as

per prevailing practice.

clilr, not paid at the time of late payment of custom duty which was also required

aid by the Appellant at that material time, but the same was not paid.

t-

section 28AA of Customs Act, 1962 but neither any reply was received from the

Appellant nor the applicable interest was paid. The Appellant was required to

pay the applicable Customs Duty along with interest. The applicable interest was

required to be paid as per section 28AA ofthe Customs Act,7962.

1.5 Thus, it appeared that appiicable interest as per section 28AA of the

Customs Act, 1962 was required to be paid and was not paid by the Appellant

;!
I
,

Therefore, letters dated 28.O3.2025 arLd 25.O4.2O25 were issued by the

\'$

I\x
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ORDER-IN-APPEAL

1. Brief facts ofthe case

1.3 On the basis of the permission granted for filing Manual Bill of Entry on

28.07 .2023, the Appellant filed Bill of Entry declaring therein Bunkers &

Provisions. The said Bill of Entry was self-assessed to duty of Customs to the

tune of Rs. 31, a7 Jl2 /- ar,d was assigned Bill of Entry No. 66491234. The self-

assessment of Customs duty in the said Bill of Entry was made as per provisions

of Section i 7(1) of the Customs Acl, 1962 to Customs duty to the tune of Rs. 3 1 ,

87,112/. Accordingly, duty of Rs. 31, 87,7721-was paid on 25.O3.2025 vide

Challan No. 5504911565. However, the applicable interest at the appropriate

rate for relevant period in accordance with the provisions of Customs Act, 1962

petent Authority asking them to pay applicable interest amount under

1i



and was required to be demanded and recovered from the Appellant under the

Section 28AA of the Customs Act, 1962. As stipulated under provision to clause

(a) to sub-section (1) of Section 28 of the Customs Act, 1962 read with the

provisions of pre-notice Consultation Regulations, 2018, the Appellant in the

said matter was served with a pre-notice Consultation issued vide letter F.NO.

CUS 1330212O25-Adj. dated 14.05.2025. The Appeilant vide letter reference no.

Nil dated 23.O5.2025 submitted the reply to pre-notice consultation, wherein the

Appellant did not agree to the proposal of paying interest.

.6 Accordingly, the Appellant was calied upon to show cause as to why :-1

(i) Customs Duty to the tune of Rs. 31,87, 1\21 - I -( Thirty-one Lacs

Eighty-Seven Thousand and One Hundred and Twelve only) should not

be recovered frorn them under Section 28 ofthe Customs Act, 1962.

(ii) As the Customs Duty to the tune of Rs. 31,87,1121-(Thirty-one Lacs

Eighty SevenThousand and One Hundred and Twelve only) has already

been paid by them on 25.03.2025, why the same should not be

appropriated against the Customs duty demand as mentioned Sr. No.

(i)

(iii) Interest at appropriate rates, shouid not be demanded and recovered

from them on the amount as mentioned at Sr. No. (i) as per section

28AA of the Customs Act, 7962.

1.7 The above mentioned demand was adjudicated vide the impugned order

wherein the Adjudicating Authority conhrmed the demand of Rs. 31,87,112/-(

Thirty-One Lacs Eighty-Seven One Hundred and Twelve on\r) under Sectiogn

28(1) of the Customs Acl, 1962 along with interest of Rs. 8,29,086/- under

Section 28AA of the Customs Act, 7962. The Adjudicating Authority also

appropriated the amount of Rs. 31,87,1121-(Thirty-One Lacs Eighty Seven one

Hundred and TWelve only) paid by the Appellant.

1.8 Being aggrieved by 1,he impugned order, the Appellant preferred the preserrt

2. Ground ofAppeal submitted by the Appellant

2.1 The Appellant submitted that they are registered shipping agent under the

respective provisions of Customs act, 1962. Accordingly dealt with the

proceedings of such "imported Goods" in the Indian Territorial Water/land as

provided under the provisions of Section 30 of the Customs Act, 1962.

Accordingly dealt with the importation of an old and used vessel MV-MSC KERRY

imported only for breaking purpose of behalf of the owner. The Appellant

Utl'^'6{"P
Page 6 of 16
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submitted that the impugned order appears not to be correct, legal and genuine

so far as the issue involved in the present case was "only'' pertaining to the so-

called levy of such costal duty on such quantity of fuel oil lub oils etc. consumed

during sea voyage started form port of Mundra to port of Ship Breaking, Alang.

Not for any commercial activity involved.

2.3 The Appellant further submitted that they had had frled the required IGM

before, the proper customs authority SBY, Alang. In this IGM, they had also

produced Annexure - III wherein "such imported goods imported for home

consumption" are always being "manifested in the IGM itself'. A copy of this

Form- III in the appea-l itself On perusing of this annexure, it has clearly been

established by your Appellant that the said ship had exclusively imported for

home consumption as required under Section 46 of the Customs Act, 1962. But,

your Appellant had never requested to allow such stock ofbunker to be used for

home consumption exclusively. In other words, it is to say and submit that your

Appellant had never prayed/requested to utilize the subject vessel for utilizing

between on Indian port to another to load/unload the goods if any from one

Indian port to another Indian port.

2.4 Subsequent to the completion of customs boarding formalities the

pellant had filed the required import General Manifest (lGM), copy thereof has

eady been Exhibited with the appeal itself. On perusing of this IGM the

a t had clearly established that the above named vessel had been dealt
{

the nature and style as "Foreign going vessel". On perusing of this IGM

ppellant had declared the so called "lmported goods as "Whole ship"

imported only for breaking purpose. ln this IGM appellant had declared the

vessel under reference was imported in to India /at the port of Alang and

"unloaded/beached the vessel declaring therein as "Ballast Condition". (Empty

Vessel and vessel itself treated as cargo more above no) Therefore, it was

statutorily provided therein that there were no any imported goods as defined in

the respective provisions of Section 2 of Customs Act, 1962. The Appellant

$cu^*i=t l
Page 7 of 15

2.2 The Appellant submitted that the dispute is involved whether such costal

duty was required to levied or not. For this levy of coastal duty, the Central

Government has statutorily proved in the chapter XII of the Customs Act, 1962.

In the present case, the Appellant had never requested to use the vessel under

reference for carrying out "Coastal Goods" for loading /unloading for coastal

goods read with provisions of Section 93 of the Customs Acl, L962. In the present

case, the master ofthe vessel had never declared that "such costal goods, if any,

where to be cleared for utilizing between the territorial ports situated within he

territorial area of sea water to one Indian Port to another Indian port.
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submitted that the learned Additional Commissioner has erred in law and on

facts in holding that the vessel, which sailed from Mundra Port in ballast

condition, did not carry any cargo or passengers and was not engaged in

commercial activity, and therefore treated as a foreign-going vessel. (No any

request for conversion from the Master /Owners as well as from the local Agents)

2.5 The Appellant submitted further submitted that the subject vessel had

been arrived/ anchored from the last port Mundra. This vessel had subsequently

been arrived at Port of Alang under cover of valid port Clearance bearing No.

CIF-728 dated 09.06.2023 exhibited as Annexure-A in the appeal. Therefore,

the appellant categorically along with producing various documents had proved

that the subject vessel "had never been approved by the proper Customs

Authority for carrying out for loading or unloading of the Costal goods as defined

under section 2 of Customs Acl, 1962. Therefore, it was clearly established on

record that the appellant was not required to pay up the disputed ,,Coastal

Customs duty". However, the appellant had requested to the Assistant

Commissioner of Customs Bhavnagar vide letters dated lO.lO.2023,

o5. t2.2023, 1 5.0 i.2023, 06.03.2024, I 1.O4.2024, 20.O5.2024, 2 1.06.2024,

07 .O8,2024, 15.1O.2024, 11.12.2024, O2.O1.2025, 05.O2.2O25, and 20.02.2025.

Through these correspondences the appellant had requested to let us know the

so-called unwarranted paJment of customs duty to avoid any further delay in

completion of the customs boarding formalities as provided under the respective

provisions of Customs Acl, 1962.
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2.7 The Appellant further submitted that the statutory definition of "goods'i:.'--i-"

under Section 2 (22) of th,e Act expressly includes "vessels." Thus, once a vessel

itself is treated as goods' under the Act, the beneht of exclusion under section

87 extends even to a vessel imported for the purpose of beaching and breaking.

\)l s
e\<;
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Accordingly, the fuel oil, lubricating oil and other consumables used during the

voyage from Mundra to Alang fall squarely within the ambit of Section 87 and

are not liable to duty.

2.8 The Appellant further submitted that the learned authority further failed

to appreciate that the statutory definition of "goods" in Section 2(221 of th,e

Customs Act, L962 expressly includes "vessels." Once the vessel itself is

considered as 'goods' under the Act, there is no justification to deny the benefit

of Section 87 merely on the ground that it was proceeding in ballast or not

engaged in carriage of cargo or passengers. The exclusion under Section 87 is

available to all foreign-going vessels, including those imported for beaching and

breaking, as long as the consumables are used during the voyage between two

Indian ports. Consequently, the fuel oil, lubricating oil and other consumables

utilized by the vessel during its voyage from Mundra to Alang are squarely

covered under Section 87 and are not liable to duty.

2.9 The Appellant further submitted that the vessel was imported for the

specific purpose of Ship Recycling, classifiable under Chapter Heading 8908 00

00. Its movement in ballast condition between two Indian ports was soiely in

continuation of its voyage to the designated Ship Recycling Yard, without

undertaking any commercial operation or activity of carriage of cargo or

passengers. In such circumstances, the vessel itself is treated as "cargo" for the

purpose of import and this character does not change merely because it sailed

between Indian ports for beaching. Therefore, the consumable used during this

voyage continue to fall within the exclusion provision of the Section 87 of the

Customs Act, 1962.

2.10 The Appellant further submitted that the Bill of Entry was filed manually

(As same is not covered in EDI System) as mandated at the relevant time to the

SRY Alang Customs, Customs Division, Bhavnagar for further Approval and

:J,r
sment from the Head Quarter- Jamnagar as filed Manually. The Appellant

submitted that at the relevant time, the Minor Port was not operating

he ED System and no online payment facility was in force. All Customs

d other Government payments were mandatorily required to be made

y through a physical TR-6 Challan issued by the Proper Customs Officer. In

our case, no such TR-6 Challan was issued by the Local Customs authorities.

Without the duly signed and stamped TR-6 Challan from the Superintendent,

the Bank could not accept the duty payment under any circumstances. Despite

our repeated reminders, the Manual Bill of Entry was neither duly assessed in

time nor was any TR-6 Challan provided to us for making the duty payment. The

delay, therefore, is entirely attributable to the Local Customs office and not to

::. I

n

{:j
-I
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the Appellant

2.1 1 The Appellant further submitted that on perusing this section the first

require of is that the concerned party/importer/ Shipping Agent may give in

writing to convert such vessel in to the so called Coastal Run vessel" But in the

present case your aDDellant had never requested to convert the vessel under

reference for utilizine I carrinq out such Coastal Goods" from one Indian port to

another Indian port .Therefore, your appellant had categorically apprised to the

proper customs authority Bhavnagar that your appellant was not required to pay

us the said Coastal duty. Since the so-called coastal duty had been voluntary

paid by us ourselves onIy. No such order of determination of so-ca11ed coastal

duty had been disclosed by the proper Customs Authority., In as much as no

such so called consumption of such quantity of fuel oi1s, Lub Oils, I provision

store etc. had not been disclosed/ determined by the Customs authority himself.

Therefore, it appears that the impugned orders appear to have been passed only

on assumption presumption without disclosing material corroborative evidences

to tag with invoking the so-called provision of Chapter XII of Customs Act,1962.

2.12 Th.e Appellant further submitted that accordingly, they had categorically

proved that the charge of levy of such interest under the so-called provisions of

Section 28AA of Customs Act,1962 does not at all come on record. your appellant

reiies upon following settled case laws;,

-(i) Compass Shipping Agency

(ii) Bhavnagar Shipping

(iii) Lotus Dan Ship

2.13 Therefore, the Appellant had prayed to set aside the order ofas wrongfully

confirmation of the so-called coastal duty under section 28 (1) of Customs Act,

1962 and refund of same. In as much since the ler,y of coastal duty covers under

provisions of Chapter IX-of Customs Act, 1962. Therefore, the so-calied

confirmation of coastal duty under section 28(1) of Customs Act, 1962 appears

to be far away from the statutory provision of so-called levy of coas

discussed in length in forgoing para.

2.14 ln view of the foregoing facts and submissions, the Appellant

prays that the Hon'ble Appellate Authority may kindly:

1. Set aside the impugned order confirming the alleged Coastal Duty under

Section 28(1) of the Customs Act, 19621 and

2. Set aside the consequential demand, interest and penalty, if any, arising

therefrom; and

3. Direct refund of the amount already paid by the Appellant towards the said

: .._
tal duty, :is

respectfully 
.

$r*"1ry Page 10 of 16
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Coastal Duty, along with applicable statutory interest, in accordance with

law.

Opportunity of personal hearing was granted to the Appellant. Shri N K

Marua, authorized representative of Appeliant appeared for personal hearing on

22.09.2026 wherein he re-iterated written submission filed during the appeal.

He requested to allow the Appeal.

4.1 The date of the impugned order is 28.11,2025 and the date of filing appeal

by the Appellanl is 22.07.2026. Thus, the appeal has been filed within the period

of sixty days prescribed under Section 128 of the Customs Act, 1962 and is

accordingly taken up for decision on merits,

4.2. I fird that the Appellant has already paid the ful1 amount of Customs duty

i.e. 31,87,1 l2/- therefore, the statutory requirement under Section 129 E of the

Customs Act, 7962 stands fulfilled.

4.3 The Customs(Preventive), Jamnagar was requested for submission of

comments of the appeal filed by the Appellant vide letter dated 03.09.2026. but

no comments have been received by this office tili date therefore, I am taking up

the issue for decision based on the facts of the case and documentary evidence

available on record.

4.4 | lnave carefully examined the records of the case, the oral and written

submissions made by the Appellant, the provisions of the Customs Act, 7962,

and the binding precedents of the Hon'ble Customs, Excise and Service Tax

Appellate Tribunal (CESTAT). The core dispute revolves around whether a

ort to another in "ballast" (empty) condition, automatically converts into

c vessel," thereby attracting Customs duty on the bunkers and stores

1S

ed during this voyage, and consequently, whether interest under Section

leviable on such duty. Thus following issued are required to be decided

in the present appeal

(i) Whether the Appellant is liable to pay Customs Duty of Rs. 31,87,112/-(

Thirty-One Lacs Eighty-Seven one Hundred and Twelve only) under Section 28(1)

of the Customs Act, 1962.

Uiet,^^Ia"i
.rtas-l
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4. DISCUSSION AND FINDINGS:

-flagged vessel arriving in India for ship-breaking, which travels from one



File No. S/49-302/CUS/JMN/JAN/2025-26

4.5 Regarding Issue (i): Liability to pay Customs Duty of Rs.31,87,1121- :urlder

Section 28(1) of the Customs Act, 1962. To determine the liability of duty on

bunkers and stores consumed, it is imperative to ascertain the legal status of

the vessel MV-MSC KERRYduring its voyage from Mundra to Alang. In this regard

it is important to refer to Section 2(2ll of the Customs Act, 1962 which defines

foreign-going vessel. The relevant Section is reproduced below for ready

reference: -

(21) "foreign-going vessel or aircraft" means any vessel or airuaft for the time

being engaged in the carriage ofgoods or passengers between any port or airport in

India and any port or airport outside India, whether touching any intermediate port

or airport in India or not, and includes

(i) any naval vessel ofa foreign Government taking part in any naval exercises;

(ii) any vessel engaged in fishing or any other operations outside the territorial
waters of India;

llitl. .fy vcssel or aircralt proceeding to a place outside India for any purpose
whatsocver:

Further it is also important to refer to section 87 of the customs Act which is

reproduced below for ready reference

The above statutory provision explicitly grants an exemption to foreignrgoing

vcssels, allowing imported stores to be consumed on board without payment of :

duty.

,ll,
4.6 Further it is also important to refer to statutory framework related to
coastal run which are as under:-

Coastal Goods (Section 2l4ll: Goods, other than imported goods, that are

transported in a vessel from one port in India to another.

chapter XII (sections 92 to 991: This chapter governs coastal trade. A

foreign vessel cannot spontaneously engage in a coastal run; it must

3 t

u
v
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(ii) Whether the Appellant is liable to pay interest on the delayed payment of

Customs duty as above under Section 28AA of the Customs Act, 1962.

SECTION 87. Imported stores may be consumed on board a foreign-going

vessel or aircraft. 
- 

Any imported stores on board a vessel or aircraft (other than

stores to which section 90 applies) may, without payment of duty, be consumed

thereon as stores during the period such vessel or aircraft is a foreign-going vessel

or aircraft

I
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operate under strict Customs supervision to ensure domestic goods aren't

mixed with international cargo to evade taxes.

Therefore, I would like to refer to Chapter XII of the Custorns Act, 1962 (Sections

92 to 99) which governs the provisions relating to coastal goods and vessels

carrying coastal goods. The statutory provisions are reproduced below for ready

reference.

SECTION 92. Entry ofcoastal goods. 
- 

(l) The consignor ofany coastal

goods shall make an entry thereofby presenting to the proper officer a bill of

coastal goods in the prescribed form.

(2) Every such consignor while presenting a bill of coastal goods shall, at

the foot thereof, make and subscribe to a declaration as to the truth of the

contents ofsuch bill.

SECTION 93. Coastal goods not to be loaded until bill relating thereto is

passed, etc. 
- 

The master of a vessel shall not permit the loading of any

coastal goods on the vessel until a bill relating to such goods presented under

section 92 has been passed by the proper officer and has been delivered to the

master by the consignor

4.7 Thus, from the above definition and statutory provisions it can be seen

that under the Customs Act, 1962, a "coastal run" for a foreign-flagged vessel

refers to a specific voyage where the vessel temporarily suspends its "foreign-

going" status to transport domestic "coastal goods" from one port in India to

another Indian port.

4.8 The Conversion Process: For a foreign vessei to legaIly undertake a coastal

run, a formal conversion process must occur:

1. Application: The Master or shipping agent must apply to the Proper

Officer of Customs to temporarily convert the vessel to a coastal vessel.

2. Duty on Bunkers: Under Section 87 of the Act, foreign-going vessels are

owed to consume ship's stores and bunker fuel duty-free. However,

en converted to a coastal run, the vessei is no longer engaged in

1B ernational trade. The agent must pay Customs duty on the estimated

antity of bunkers and provisions that will be consumed during the

coastal voyage.

3. Loading: The vessel loads domestic goods at one Indian port and

discharges them at another.

\1,

;:{6e
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4. Reversion: Once the coastal run is complete, the vessel can apply to revert

to foreign-going status.

The "Ballast" Distinction (Empty Voyages) A critical legal distinction is that

merely sailing from one indian port to alother does not automatically trigger a

"coastal run. "

If a foreign vessel discharges its international cargo at an Indian port and

travels completely empty (in ballast) to a second Indian port-whether to

load new export cargo, undergo repairs. or be beached for ship-breaking-

it is not on a coastal run.

Bedause it is not carrying "coastal goods," it retains its statutory status as

a foreign-going vessel.

Therefore, the bunker fuel consumed during this empty transit remains

completely exempt from Customs duty.

4.9 I also find that the appellate tribunals (CESTAT) and courts have

consistently ruled that without the carriage of coastal goods, a transit in ballast

is not a coastal run, shielding the ship owner from domestic fuel duties. Further,

I also find that a vessel is deemed to be on a coastal run only when it is engaged

in carrying "coastal goods" (defined under Section 2(4) as goods, other than

imported goods, transported in a vessel from one port in India to another).

4.10 The documentary evidence on record, including the Import General

Manifest (IGM) and Port Clearance No. C/F-728 dated 09.O6.2023, unequivocaliy

establishes that the vessel arrived at Alang in "Ballast Condition." The Appellant

did not load any coastal goods at Mundra, nor did they apply to the Proper Officer

of Customs to convert the foreign-going vessel into a coastal vessel under

Chapter XII. The mere transit of a vessel intended for breaking from one Indian

port to another, without undertaking any commercial coastal t..d", do.".19L;-=,- 
_r

automatically strip it of its "foreign-going" status for the purpose of gulfer= -l-11\

consumption. 
, h., -. 

'r t 
\

'.,'-'' .';* is]
4.1 1 Therefore, based on the above discussion and findings I opine that the 

t'1,r.F,,1
... .s-,/

goods which are consumed by the vessel in question was a "foreign going vessei" -.-"
and it was not a coastal run during its voyage between two Indian ports i.e.

Mundra to Alang and therefore, the goods consumed by it are excluded from the

levy of Customs duty as per Section 87 of the Customs Act. 1962.

4'12 r also find that the Appellant in their defense explicitly relied upon the

decisions of the Honble GESTAT in identical matters, specifically the cases of

Compass Shipping Agencg, Bhaunagar Shipping, and Loh.Ls Dan Ship, wherein

Page 14 of 16
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the Tribunal has consistently held that foreign-going vesseis proceeding in

ballast for ship-breaking to Alang from another Indian port do not attract duty

on bunkers consumed during such transit. On perusing through the above

judgment of the Hon'ble Tribunal I find that the case laws are cited by the

Appellant are squarely applicable in the present case.

4.13. The Appellant deposited the amount of Rs. 31,87, 1 12/ - voluntarily (under

protest) purely to avoid detention of the vessel and demurrage costs. Since the

vessel never converted to a coastal run, the bunker fuel consumed during the

Mundra to Alang voyage remained exempt under Section 87. The demand

confirmed by the Adjudicating Authority under Section 28(1) is devoid of

statutory backing and is legally unsustainable. Further, I also find that there is

no evidence that during the period, the vessel picked up nay Indian cargo from

one Indian port to unload it at another Indian port.

4. i4 Regarding Issue (ii): Liability to pay interest under Section 28AA of the

Customs Act, 1962. Section 28AA of the Customs Act, 1962 stipulates that

interest is payable when a person is liable to pay duty in accordance with the

provisions of Section 28. It is a well-settled principie of jurisprudence that

interest is an accessory to the principal amount. Where the demand for the

principal duty itself is found to be non-est in law, the question of levying interest

does not arise.

4.15 In the landmark judgment ol Pratibha Processors us. Union of India, the

Honble Supreme Court held that interest is compensatory in character and is

imposed on an assessee who has withheld payment of any tax as and when it is

due and payable. Since I have already concluded in para supra that the Appellant

was never legally liable to pay the coastal duty on the bunkers, the delayed

pay.rnent of this unwarranted amount cannot attract the penal provisions of

interest under Section 28AA of the Customs Act, 1962. Therefore, no interest

payable.

::ORDER::

a

t of the elaborate findings above, I pass the following order:

1. The impugned Order-in-Original No. 1 S/Additional Commissioner/ 2025-

26 dated 28.11.2025 passed by the Additional Commissioner of Customs

(Preventive), Jamnagar, is set aside in its entirety.

2. The demand of Customs Duty amounting to Rs. 31,87 ,1721- and tlne

corresponding demand for

quashed.

interest under Section 28AA are hereby

.l

I ile No. S/49-302/CUS/JMN/JAN/2025-26

Page 15 of 16



Filc No. S/49-302/CUS/JMN/JAN/2025-26

3. The appeal is allowed with consequential relief to the Appellant.

.:

v
U o'D 14

(Vishwajeet
Commissioner (Appeals),

Customs, Ahmedabad

F. No. s/49-302/cuS/JMN IJANI 2o2s-26

By Registered post A.D/Email

M/s Demo Shipping Services #302# D & I EXCELUS, Opp, Home School,

Waghawadi Road, Bhavnagar.

Copy to,
1. The Chief Commissioner of Customs, Gujarat, Custom House,

Ahmedabad. (email: ccoahm-guj@nic.in ).
2. The Commissioner, Customs (Prev), Jamnagar.
3. The Deputy/Assistant Commissioner, Custom Division, Bhavnagar
4. Guard File
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