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ORDER-IN-AT'PEAL

Appeal has been filed by Shri Asif Sathi, Flat No. 4104, 4lst Floor,

B-Wing Orchid Enclave, Belasis Road, lVlumbai Central, Mumbai 400008,

(hereinafter referred to as the AppellantJ in terms of Section 128 of the Customs

Act, 1962, challenging the Order-in-Original no. MCH/ADClAI(ll29 I 2024-25

dated 28.08.2024 (hereinafter referred to as 'the impugned orderJ issued by the

Additional Commissioner, Customs, Mundra (hereinafter referred to as the
adjudicating authorityJ.

2. Facts of the case, in brief, are that the present matter originated

from specifrc, actionable intelligence gathered by the Directorate of Revenue

Intelligence (DRI), Gandhidham Regional Unit. The intelligence indicated the

operation of a high-level, organized smugglirrg cartel involving a common set of

individuals who utilized multiple dummy entities and front firms to facilitate

the illegal importation of restricted and prohibited goods. Initial enforcement

actions were triggered on September 1,2022, by the interception of vehicle No.

GJ 12BVO61O near Palsana Chokdi, Surat. This vehicle was found to be

carrying a consignment of 823 cartons cleared from Mundra Port (Container

No. TLLU4615592). Upon detailed inspection at ICD Sachin, officers discovered

a massive concealment of foreign-brand E-cigarettes of the "Yuotto" brand,

totaling 85,600 pieces in various flavors such as Strawberry Watermelon and

Blueberry Ice. These items were hidden behind a ''cover" of declared household

goods to deceive visual inspections.

2.1 Subsequent analysis of the Customs system data, combined with

extensive field investigations and the recovery of incriminating digital records,

revealed that this interception was merely t-he tip of a much larger operation.

Page 4 of 13

The syndicate had successfully imported at least 1B differelrt consignments. \, ,,

across eight separate importers, including M/s. Aditi Trading Company (JEC..

No. AZHPRO3 77F!). The current procee dingr; specifically focus on two of these,lr:,-:1it.' , .i 
I

import consignments nvolving Conla ncr Nos. TEMU66435O3 .'a,\d- , ,:j

BMOU692348 i , which were purportedly uscd to facilitate the clandestin. 
")iko;,rr, 

;- -.
of mis-declared and prohibited goods through the Mundra Special Economic

Zone (SEZI under the guise of miscellaneous low-value items.
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2.3 For Container No. TEMU6643503, the importer had filed Bill of

Entry No. 2013050 dated August 30,2022, declaring items such as "Vegetable

Slicers, "Foot Pumps," and "Mobile Holders." However, actual physical

examination revealed that these goods were merely a facade for 30,0O0 pieces

of undeclared toys, including the "Dancing Cactus" and "Card Early Education"

devices. These items are strictly reg,ulated and require mandatory Bureau of

Indian Standards (BIS) compliance under Policy Condition 2 of Chapter 95 of

the Customs Tariff (speclfically IIi: 9873). The failure to provide these

certificates posed significant consurner safety risks, as the quality and toxicity

levels of the piastic and electronic cc)mponents were unverified.

2.4 For Container No. BMOU692348L, the importer refrained from

filing a Bill of Entry entirely. Investigators interpreted this as a tactical move to

avoid interception once the DRI beplan seizing other containers llnked to the

cartel. Examination of this "orphaned" container revealed further concealed

quantities ot 77,258 toys, includir:rg robot cars and folding quadcopters,

alongside mis-declared items like egg poachers and study books. The

concealment was so thorough that e.ren the quantity of the cover goods did not

match the packing lists provided in t-he initial Import General Manifest (lGM).

Collectively, thc goods vzere found to be grossiy undervalued. For

ple, while thousands of pieces were recovered, the declared invoices

\31 5

I

I

ed only a fraction of the actual quantity, ald the unit prices were

cantly lower than the fair market value. To bridge this Bap, a

overnment-approved Chartered Engineer, Shri Kunal Ajay Kumar, was

engaged to provide an independent valuation report, which ultimately served

as the basis for re-calculating the evaded duty.

2.6 The investigation exposed a sophisticated conspiracy

characterized by the use of "paper firms" and dummy Import Export Codes

(lECs). Shri Asif Sathi was identified as the mastermind behind the entire

racket, orchestrating the illegal imports from behind the scenes to maintain

I Page 5 of 13

2.2 Detailed physical examinations of the subject containers were

conducted under various panchnamas in September 2022, unearthing

svstemic and gross mis-declarations regarding the nature, quantity, and

assessable value of the imported merchandise. The methodology employed by

the cartel involved " stuffing" the rr:ar of the containers with high-value or

prohibited contraband while placing low-value "cover goods" near the container

doors to mislead preventive oflicers riuring routine checks.
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plausible deniability. He orchestrated the i1lega1 imports by arranging IECs

from various individuals-such as Shri Narayan Gourayya Rajkar (Proprietor

of M/ s. Aditi Trading Company)-in exchange for fixed monetary benefits

ranging from { 15,OOO to t50,0O0 per consignment. Sathi managed the logistical

movement of these goods to specialized warehouses in Bhiwandi, Maharashtra'

and coordinated with a network of associates to offload the contraband to

domestic buyers like "Raju Bhai" and "Sohail Bhai."

2.7 The cartel utilized a WhatsApp group named "Mm" to share

incriminating documents, coordinate the loading of "copy" or counterfeit goods,

and discuss strategies to avoid tracking by enforcement agencies. Shri

Baldevsinh Vala of M/s. Kalpana Exim played a critical role by forging and

manipulating shipping documents (lnvoices, Packing Lists, and Bills of Lading)

provided by foreign suppliers. These manipulated documents were then used

by the Customs Broker to file false declarations. To fund these operations,

sathi would deposit cash collected from domestic sales into the bank accounts

of these dummy firms, which were then used to remit payments to overseas

suppliers, thereby laundering the proceeds ofthe smuggling operation through

seemingly legitimate banking channels.

2.8 The scheme was further aided by the failure of critical regulatory

safeguards and the activr: or passive coopcration of ccrtain profcssionals. Shri

Samir Sharma, the G-Card holder for the Customs Broker lirm M/s Al Cargo

Services, failed to perform mandatory due diligence or verify the genuineness

of the IEC holders. Despite being a licensed professional, he never met the

proprietors in person zLnd relied solely on documents provided by the

"forwarder," Shri Baldevsinh Va1a. Sharnla further assisted the cartel by

submitting E-way bil1s containing names cf unrelated parties to facilitate the_::,;. 
.::

"crossing" of containers and avoid detectiorr by state tax authorities. '-: "' --r1'' .

:

2.g Furthermore. the investigation highlighted the negligence of -tlae .'-;..;i;.;-i' ; ii i.
then Preventive Officer, Shri Vipin Sharma. Despite specific: system direct\$.- ...',.'' i
to "check goods, inspect the lot, and check description/ quantity, " ,n" oU,.1tr'lit,'; :-..'

submitted a generic examination report without actually de-stuffing the

container or verifying the contents. This dereliction of duty faciiitated the "Out

of Charge" (OOC) status for consignments that contained massive quantities ol

concealed, restricted toys. The lack of a thorough 100()/o examination, as

required for suspicious cargo, allowed the c:artel to move prohibited goods into

the Domestic Tariff Area (DTA) with official clearance.

Page 6 of 13
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2.I1 By knowingly concerning themselves with the removal,

concealment, and dealing of prohibited and mis-declared goods, the noticees

violated muitiple sections of the Cusloms Act, including:

Section 1 1 1(d), (0, and (m): For importing goods contrary to prohibitions

(such as the BIS mandate for toys) and for filing entries that did not

correspond to the actual value or description of the goods.

Section 1 12(a) and (b): For acts of omission and commission-including

the failure to examine goods and the facilitation of fraudulent

clearances-that rendered the goods liable for confiscation.

Section 1 14AA: For the deliberate use of false and fraudulent documents,

including forged invoices and manipulated packing 1ists, in the

transaction of business with Customs.

131

2.12 The investigation conc,uded that the entire operation was a

deliberate attempt to defraud the go'rernment exchequer of legitimate revenue

and bypass essential quality standards intended for consumer safety. The

umulative evidence, including WhatsApp chats, voluntary statements under

n 108, and the physical recovery of contraband, established a

nderance of probability" that the syndicate operated with full knowledge

illegal nature of their trade.

On the basis of the investigation, Show Cause Notice dtd.

31.08.2023 was issued to M/s. Aditi Trading Company and other persons

involved. Consequently, the Adjudicating Authority confirmed the liability of

the goods for conliscation and the imposition of significant personal penalties

on M/s. Aditi Trading Company and other accomplices under Sections I 12 and

1 14 of tlre Customs Act, 7962, for their roles in a "well-hatched conspiracy" to

i

i!

I
l.

\.
I

defraud the nationtrl exchequer.
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2.lO Reports submitted bv ttre Chartere d Engineer confirmed that the

declared transaction values were not at arm's length and did not reflect the

true transaction value under Section 14 of the Customs Act, 1962. The

investigation found that the declared values were suppressed by as much as

7O-8OVa of the actual market rate. Consequently, the declared values were

rejected under Rule 12 of the Customs Valuation (Determination of Value of

Imported Goods) Rules, 2007, on thr: grounds of significant mis-declaration of

parameters such as description, quality, and quantity. The assessable values

\yere re-determined under Rule 9 (Residual Method) using reasonable means

consistent r,r,ith the principles of the valuation ru1es.
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Vide impugned order, following penalties wr:re imposed on the appellant

(A) IN RESPECT OF DUTIABLE GOODS WHERE BILLS OF ENTRY FILED

FOR DTA CLEARANCE:

(i) He imposed penalty of Rs. 27,63,6621- on the appellant under

section I 14A of the Customs A<;t, 1962.

(B) IN RESPECT OF DUTIABLE GOODS WHtrRE BILL OF ENTRY NOT FILED

FOR DTA CLEARANCE:

(i) He imposed penalty of Rs. 5,000/- on the appellant under section

1 12(a)(ii) of the Customs Act, 1'162.

(c) rN RESPECT OF OFFENDING GOODI3 I.E. TOYS, IMPORTED WITHOUT

MANDATORY BIS:

(i) He imposed penalty of Rs. 15,O0,000/ - on thc appellant under

section 112(a)(i) of the Customs, Act, 1962.

(i) He imposed penalty of Rs. 5,00,0O0/- upon appellant under Section

1 14(AA) of the Cust:oms Act, 1962.

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

present appeal against the order passeci by the Additional commissroncr,

Customs, Mundra. The Grounds of Appcal are not reproduced in detail for sakc- - li. -,,,.

of brevity, as the copy of the same is available with the Appellant as weil

Respondent. However, the same have been examined and the brief is as under:

21 The Appellant contends that th.e Respondent violated the prlncl

of natura-l justice by failing to provide a proper opportunity for a personal

hearing. Despite multiple requests by the Appellant's advocate to schedule a

common hearing for five related show cause Notices arising from the same

investigation, the Respondent allegedly proceeded to adjudicate the matter

Pa ge 8 of 13

(D)IMPOSITION OF PENALTY UNDER SECTION 114(AA) OF THE CUSTOMS

ACT, 1962:

SUBMISSIONS OF THE APPELLANT:
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r.vithout granting an effective hearing. The Appellant argues that such procedural

fairness is mandated by law and supported by Supreme Court precedents,

rendering the impugned order liable to be set aside on the ground of audi alteram

partem.

3.2 A significant portion of the appeal challenges the denial of cross-

examination of the Chartered Engineer whose valuation report formed the basis

of the undervaluation charges. The Appellant asserts that cross-examination is

a legal right necessary to test the veracity of evidence, particularly when the

valuation is contested. The Respondr:nt's refusal to allow this, based on the claim

that it would protract proceedings r;r that the Appellant's presence during the

Panchnama was sufficient, is des<;ribed as arbitrary and a "pre-determined

approach" that ignores settled law.

3.3 The Appellant disputes the valuation methodologr, arguing that the

Respondent incorrectly rejected the declared 'transaction value" in favor of a
market value determined by a Chartered Engineer. The appeal highlights

numerous deficiencies in the trngin,:er's report, such as the failure to consider

international prices, bulk discounts, and quality differences. Purthermore, the

Appellant provided evidence of 'contemporaneous imports" where other

importers cieared identical goods at r;imilar prices, asserting that the transaction

value should be accepted under Section 14 of the Customs Act.

3.4 Regarding the allegations of mis-declaration and smuggling, the

Appeliant maintains that any discrepancies in quantity or description (such as

"Toys" instead o[ "decorative showp ie ces") were due to mistakes by the foreign

supplier. The Appellant claims the1, 616 no opportunity to inspect the goods

ore filing the Bill of Entry and proactively requested to re-export the wrong

once the errors were discovered. They also argue that using a third-party's

!
I Export Code (lEC) is not illegal under the Customs Act and does not, by

, cons titute evidence of smuggiing.

3.5 The appeal further co):rtests the imposition of penalties under

Sections l12, 114A, and 114AA, argrring that there was no mens rea or intent to

evade duty. The Appellant asserts that they were wrongly labeled the

"mastermind" based solely on the uncorroborated statements of co-accused

individuals, which they claim are inadmissible without independent evidence.

Finally, they argue that the redemption fines imposed for re-export are "heavy

t Page 9 of 13
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and harsh" for goods that are not prohibited, and that allegations of Intellectual

Property Rights (lPR) infringement were made without following the mandatory

procedure of involving the right holders.

4. Personal hearing was granted to the Appellant on 07 .11.2025

following the principles of natural justice wherein Shri Hardik Modh , Advocate,

appeared for the hearing on behalf of the appellant and re-iterated the

submissions made at the time of filing the appeal.

DISCUSSION AND FINDINGS:

5. I have carefully gone through the case records, impugned order

passed by the Additional Commissioner, Customs, Mundra and the defense put

forth by the Appellant in their appeal.

5.1 The Appellant has argued that the Adjudicating Authority failed to

provide an effective personal hearing and clenied the cross-examination of the

Chartered Engineer, thereby violating the prtnciple of audi alte ram partem. Upon

perusal of the record, I find that the Adjudicating Authority provided as many as

three opportunities for a personal hearing. T'he Appellant failed to appear for thc

first tw,o and submitted a defense reply onll'at the final stage. The law requirc's

that a "reasonable opportunity" be given; it cloes not mandatc an infinite wait for

a non-compliant noticee.

<a Regarding cross-examination, i: is a settled principle that the right

to cross-examination is not absolute in quasi-judicial proceedings. In Pod \tF

Tyres (Pvt) Ltd. v. Commissioner [2OOO 1126l E,L.f . 737), it was hei

t:t

A,
cross-examination is a part of procedural justice, not natural justic

Appellant was present during the panchnzLma/examination and did not C

,, 1

objections to the Chartered Engineer's findings for a prolonged period.

request for cross-examination at the adjudication stage appears to be a dilatory

tactic. Furthermore, the findings are based not just on the CE report but on the

physical discovery of concealed goods and corroborative statements. Therefore,

the denial of cross-examination in the face of overwhelming documentary and

physical evidence does not vitiate the order.

Page 10 of 13
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5.3 The Appellant contends that the transaction value under Section 14

should have been accepted and that the Chartered Engineer's report is

technically flawed. Section 14(1) of the Customs Act, 1962, stipulates that the

value of imported goods sha11 be the 1-ransaction value, provided it is at the "arm's

length." Hor.r,ever, Rule 12 ol CVR 2C07 empowers the proper officer to reject the

declared value if they have "reason to doubt the truth or accuracy of the va1ue."

In this case, the discovery of massive concealment of goods (30,000 toys in one

container alone) and gross mis-declaration of quantities for declared items

creates a clear "reason to doubt." When the basic description and quantity of the

goods are found to be false, the int,:grity of the invoice is lost. In Collector of

Customs v. D. Bhoormull [1983 (13] E.L.T. 1546 (S.C.)], the Hon'ble Supreme

Court held that the department is not required to prove its case with

mathematical precision but to estal:lish a "preponderance of probability." The

sheer volume of excess goods and th,: organized nature of the concealment prove

that the declared invoice value was a sham. Re-determination under Rule 9

(Residual Method) using market inquiries and expert valuation is justified when

Rule 4 to B cannot be applied due to the lack of contemporaneous data for such

"smuggled" lots.

5.4 The Appellant claims the toys were "wrongly supplied" and should

be allowed for re-cxport. Under DGFT Notification No. 20/2015-2020 and Policy

Condition 2 of Chapter 95, the import of toys is prohibited unless accompanied

by a BIS certilicate. 'l'he Appellant a(lmitted to not possessing such a certificate.

The "r,vrong supply" theory is a standard defense in smuggling cases and lacks

credibility here, given that this was not an isolated incident but part of an 18-

container racket involving a comrrton syndicate' Goods not complying with

statutory salety standards cannot be released into the domestic market. Such

oods are "prohibited" under Sectiott 2(33) of the Customs Act. Once goods are

to be prohibited and imported via concealment, the discretion for "absolute

tion" under Section 111(d) is rightly exercised to protect public interest

ty.

The Appeiiant argues that he is merely a "trader" and that

statements of co-accused are not evidence. The evidence gathered by the DRI is

extensive. Statements of Shri Tahir Menn and Shri Baldevsinh Vala, recorded

under Section 108, clearly name the Appellant as the person who funded the

operations and directed the movement of containers. Unlike police statements,

a statement before a Customs Officer under Section 108 is a substantive piece

of evidence. The Appellant managed the syndicate using dummy firms like M/s.

d
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Aditi Trading Company. The proprietor of Aditi Trading was nowhere to be found,

and the office had been locked for over a yea:. This confirms the "benami" nature

of the operation. The Appellant's active involvement in manipulating the supply

chain, choosing dummy IECs, and overseeing the distribution in Bhiwandi

attracts the highest degree of culpability.

5.6 The pelralties under Section l. 14A (mandatory penalty for duty

evasion through suppression) and Section 114AA (penalty for use of

false/incorrect material) are fully justified. Section 114AA specifically addresses

the use of fraudulent documents to clear goods, which is exactly what occurred

when the Appellant submitted invoices that did not mention the concealed toys

or the excess quantities.

5.7 The totality of facts reveals a sophisticated smuggling operation

designed to defraud the exchequer and byrass national safety standards. The

Appellant's defenses are unsubstantiated and contradicted by physical evidence

and multiple corroborative statements. The Adjudicating Authority has followed

the due process of law, and the findings are based on a sound application of the

Customs Act and Valuation Rules,

6. In view ofthe detailed discussion and findings recorded above, I

the following order:

S

The penalties imposed on the appellant under Sections 112(a(i), 1i
1l4A and 114AA of the Customs Act, 1962 are upheld.

The appeal filed by Shri AsifSathi is hereby rejected .
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By Speed post/E-Mail

To,
Shri Asif Sathi,
Flat No. 4104, 4lst Floor, B-Wing
Orchid Enclave, Belasis Road,
Mumbai Central
Mumbai 4O0OO8

T GUPTA)

Commissioner (Appeals),
Customs, Ahmedabad

Date:23.01.2026
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to:
The Chief Commissioner of Customs, Gujarat, Custom House,

Ahmedabad.
The Principal Commissioner of Customs, Custom House Mundra'
The Additional Commissioner c,f Customs, Custom House, lvlundra..
Guard File. i ' ", ,' '
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