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OIO No. 07/ADC/2025-26 dtd. 30.07.2025
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I Yeppraiad 1 g & (FMaR®) , e Ha,
SHTR- IS g134, fasdifar forei & o,
SHAATR) TORTd - (361001

Office of the Commissioner of Customs (Preventive),
‘Seema Shulk Bhavan’, Jamnagar — Rajkot Highway,
Near Victoria Bridge, Jamnagar (Gujarat) — 361 001
Email: commr-custjmr@nic.in; adj-custjmr@nic.in

DIN —-20250771MMO0000990059

1. WTseT ®ATH/ File Number F. No. CUS/16924/2025-Adjn
2. gﬁml < 07/Additional Commissioner/ 2025-26
U4 . 4S9 PHR/ N. Srujan Kumar
AL rg=h/ Additional Commissioner,
3. | STCTSTRA/ passed by HWT 907, fAaTCF/Customs (Preventive)
SITHAIY/ Jamnagar.
Date of Order /32T {3+ 30.07.2025
4. Date of issue / amaer ST<T | 30.07.2025
lE&LI
LT FATAT AT FHIH T
5 faei, - ADC-07/2025-26 dated 10.07.2025
Show Cause Notice Number
& Date
ArfeT FT a8/ M/s. Arihant Agro Distillation and Liquid
Name of Noticee Terminal Limited,
6. 14" Floor, 1418 B & C Wing, C66,
G Block One BKC Bandra East,
Mumbai — 400 051
O1. T Areer i g1 i Fateaa =afte Fr Rees wa i s 2
The original copy of this order is provided free of cost to the person
concerned.
02. TH g eq ¥ A w15 oft =t i gew afaffaw, f awr 1962

128A)(1)a T &% Rw (srefier), 1982 ¥ A 3 ¥ @y afsa, ¥ wraamit
% TEd, T e K Wiy 7 artE & 60 BT F fraw wht do #
Fafefes 93 o2 srfie arx &% awar et fro-1 & sefier @1 g, &
gfaat # A< BT SIToe o SE AT 3w sk it qw e § wiaat
Herw Y SOt frer fFeg afiw Mg &1 Bed 77 3 7700 wive
e &

HIRSTCEIS))

&1 wf5rer 7, g 2rav,
ZTrEE AT =R F i,
qreq e,

FEHITATE — 380 009

Any Person aggrieved by this Order-In-Original may file an appeal in
Form CA-1, within sixty days from the date of receipt of this order, under
the provisions of Section 128 of the Customs Act, 1962, read with Rule 3

of the Customs (Appeals) Rules, 1982 before the Commissioner (Appeals)
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at the above mentioned address. The form of appeal in Form No. CA.-1 |
shall be filed in duplicate and shall be accompanied by an equal number of
copies of the order appealed against (one of which at least shall be a
certified copy).

03. afte 9T 5/- TOF T FE F @ o697 FET FARU S4r oAy
wrg g, 1989 F aga yaw & o @, ar asy fame g
Fentaa frar ST @ 2, Jath 3| ardier & o g amew f 9fF ™
FTF ) 0.5099TH T Fae (FT F1e F ©q g7 Jrfeu) =1 B =g
g% srfaf=am, 1870 &t st -1, 97 6 F qga Raifa far o &)

The appeal should bear the Court Fee Stamp of Rs. 5/- as provided under
the Indian Stamp Act, 1989, modified as may be, by the State Legislation,
whereas the copy of the order attached with this appeal should bear a Court
Fee Stamp of Rs. 0.50 (Fifty paisa only) as prescribed under Schedule — I,
Item 6 of the Court Fees Act, 1870.

04. FATEATT FATIT F AT qoF AT SEET /AF 4 FT g A 97 w7
ST AT g7 AfARFw, ,1962 F¥ 91T 128 F ITAUTHT FT AT AT
B9 % FH1C0 Tt T @it fBFFar S aewar 21

Proof of payment of duty / fine / penalty should also be attached with the
appeal memo, failing to which appeal is liable for rejection for non-
compliance of the provisions of Section 128 of the Customs Act, 1962.

05. e gvqa Fa TRT 78 gafEm w5 & S gew arfen) FRam, 1982
R (Trfts) s e witean,F asft R w1 g aree gar 211982
While submitting the Appeal, the Customs (Appeals) Rules, 1982, and the
CESTAT (Procedure) Rules, 1982, should be adhered to in all respects.

T AR & f@erE wgew (erdier), €T e, STe 9w #i 4T w7
06. | FHtetT =rmaferETor F awWer /i ¥ T qFF F 7.5% F qIGTT 9T gHA,
SET g AT qoF T JHiAT @Az 7 g, a1 wiar fFare & 8, ar swiar
SRt ST & e AT # &

An appeal, against this order shall lie before the Commissioner (Appeals),
on payment of 7.5% of the duty demanded, where duty or duty and penalty
are in dispute, or penalty are in dispute, or penalty, where penalty alone is
in dispute.
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BRIEF FACTS OF THE CASE

M/s. Arihant Agro Distillation and Liquid Terminal Limited, 14™ Floor,
1418 B & C Wing, C66, G Block One BKC Bandra East, Mumbai — 400 051
(hereinafter referred to as the “Importer” for the sake of brevity) have imported
“General Purpose Thinner conforming to 1S:14314 (Industrial Use Only)”
(hereinafter referred to as the “said goods”) classifying the same under CTSH —
3814 00 19, which attracts BCD @ 10%, SWS @ 10% of BCD and IGST @ 18% .
The importer filed Bill of Entry (for Warehousing) No. 2475827 / 05.06.2025
through their Custom Broker M/s. Taffrail Marine which was cleared / assessed
through RMS/FAG.

2. The details of the said Bill of Entry and other relevant details, is as under:

S. | W/H B/E | Quantity Assessable CUSTOMS DUTY PAYABLE
No. | No. & | warehoused | Value - -
Dets Basic Social IGST @ | Total Duty
Customs Welfare 18% (Rs.)

Duty @ | Surcharge
10% (Rs.) | (SWS)

(10%  of | (Sch.-1I /
BCD) 90B).

(Rs.)

(Rs.)
1 2475827/ | 3985.502 155066582/- | 15506658/~ | 1550665/~ | 30982303/- | 48039627/-
05.06.2025 | MTs

3 The importer had executed Warehousing Bond / Consignment Bond No.
2002474240 as per Section 59(1) of the Customs Act, 1962 for the sum of Rs.
23,90,00,000/- to bind themselves to comply the conditions laid down thereunder
i.e. to fulfil all the provisions of the Act, the rules and regulations made thereunder
and to pay on demand all duties and interest payable under Section 61(2) and to
pay all penalties and fines incurred for contravention of the provisions of the Act
or the rules or regulations made thereunder.

4. Subsequent to the passing of the said W/H Bills of Entry through
RMS/FAG, it was re-called for the purpose of provisional assessment for want of
Test Result of the goods to ascertain the correct description of the goods. The
importer had executed P.D. Bond / T. B. Bond (Individual Importation) No.
2002474241 as per Section 18 of the Customs Act, 1962 for the sum of Rs.
30,40,00,000/- to make provisional assessment of the goods pending Chemical
Test result and bind themselves to pay the difference between the duty finally
assessed and the duty provisionally assessed. Accordingly, the said Bill of Entry
was assessed provisionally and RSS (Representative Sample) drawn by Boarding
Officer was sent for Chemical Test to the Chemical Examiner, CRCL, Vadodara
vide Test Memo No. IMP/102/25-26 dated 10.06.2025, with the following queries:

(a) Whether the sample conform the description of the goods s above or
otherwise?
(b) Nature & Composition,
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()
(d)
(e)

5. The importer had filed following Ex-Bond Bills of Entry for removal of the
said goods stored in warehoused as per the aforesaid W/H Bill of Entry.

Whether sample confirm the description of goods as GENERAL
PURPOSE THINNER conforming to Standard 1S:14314 ?

Whether the sample falls under any of the canalized items like diesel,
petrol or kerosene?

Special observation, if any, found.

S.No. | Ex-Bond B/E No. & | Quantity Assessable | Duty Paid | OOC
Date removed from | Value (Rs.) | (Rs.) granted on
warehouse.
1 2648731/13.06.2025 250 MTs 9726917/- 3013399/- 22.06.2025
2 2648733/13.06.2025 250 MTs 9726917/- | 3013399/- 21.06.2025
3 2648735/13.06.2025 250 MTs 9726917/- | 3013399/- 24.06.2025
TOTAL 750 MTs 29180751/- | 9040197/-
6. The Chemical Examiner, CRCL, Vadodara vide its Test Result dated

24.06.2025 mainly informed / opined based on various tested parameters as under:
TEST REPORT

The sample as received is in the form of clear colour-less
liquid, having following constant.

Sr. | Tested Parameters IMP/102/25-26

No.
1 | Density at 27 Degree Centigrade, gm/ml | 0.7738
2 | Flash Point (Abel), Degree Centigrade 51.0
3 | Water content NIL
4 | Distillation range : IBP 158.6 Degree Centigrade
5 | 95% Distillation at Temp. 207.4 Degree Centigrade
6 | FBP 222.4 Degree Centigrade.
7 | Hydrocarbon content More than 95%.

On the basis of above tested parameters sample wr meets the
requirements of the Thinner, General purpose for Synthetic Paints
and Varnishes specification as per IS: 14314:1995 and it also meets
the requirement of petroleum hydrocarbon solvent 125/240 as
IS:1745:2018. Further classification of the product may be verified at
your end.
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g Apart from the above, the Importer has already made payment of Customs
Duty of Rs. 3013399/- each, on 26.06.2025, in respect of 02 Ex-Bond Bills of
Entry No. 2648730 dated 13.06.2025 & No. 2648734 dated 13.06.2024 filed by
them seeking clearance of 500 MT of the goods (250 MT each), subsequent to
receipt of the aforesaid Test Result, however, same has been kept in abeyance.

8. M/s. Arihant Agro Distillation and Liquid Terminals Limited, Mumbai vide
their letter dated 27.06.2025 (received on 30.06.2025) [RUD#3] has requested that
their product is falling under HS Code 38140019 (Thinners of kind used for the
paints etc.) and attract duty of 10% BCD and freely importable — no license is
required. The Test Result issued by CRCL Vadodara confirm the description with
compliance of 1S:14314:1995. They further stated that based on overlaps in
properties, the cargo is alleged to be related to Petroleum Hydrocarbon Solvent
125/240 (as per 1S:1745:2018) which is for HS Code 27101920 and is restricted for
importation except by State Trading Enterprises (STEs). They also submitted copy
of both Indian Standards i.e. IS 14314— General Purpose Thinner & 1S:1745 —
Petroleum Hydrocarbon solvent 125/240. The importer, therefore, requested vide
their letter dated 27.06.2025 that considering the product’s end-use, specification
as per BIS standard and trade nomenclature fully support its classification under
HS 38140019, therefore, HS Code 38140019 may be considered as an accurate and
appropriate and FREELY importable. Accordingly, clearance / OOC may be
granted to by way of Ex-Bond clearances as well as Ex-Bond Clearances already
affected.

9. From the above facts & circumstances of this matter, it was appeared that:

(a)  the Test Result confirms declared description of the goods i.e. General
Purpose Thinner (CTH — 3814 00 19) which is FREE and attracts
BCD @ 10%/SWS-10% of BCD / IGST-18% (aggregate of duties is

30.980%);

(b) the Test Result also suggests different description of the goods i.e.
Petroleum Hydrocarbon Solvent 125/240 conforming IS 1745 is
classifiable under CTH 2710 19 20 and attract BCD @ 5%/SWS-10%
of BCD / IGST-18% (aggregate of duties is 24.490%) which is
RESTRICTED (i.e. permitted to be imported by State Trading

Enterprises), as per Foreign Trade Policy;

(¢) Two different description of the goods suggested by Chemical
Examiner vide their Test Result, is based on certain overlapping
criteria Viz. Flash Point, Initial Boiling Point and Final Boiling Point
prescribed under Indian Standards (IS).

10.  The imported goods were got tested to arrive at the exact description and
correct classification of the goods. The Test Result issued by Chemical Examiner
appeared to be dual in nature and suggested another description of the goods
viz.Petroleum Hydrocarbon Solvent 125/240 conforming IS 1745and it appeared to
be classifiable in different Tariff Heads i.e. CTH 2710 19 20 and invited and
attracted POLICY restriction. As such, the matter was referred back to Chemical
Examiner, CRCL, Vadodara vide letter dated 05.07.2025 to provide their valuable
opinion on following points:-
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(a) What are the parameters / specifications prescribed to qualify the goods as
Thinner, General purpose for Synthetic Paints and Varnishes as per Indian
Standard (IS) 14314:1995? All such parameters / specifications are tested
and met so as to compliant as per IS?

(b) What are the parameters / specifications prescribed to qualify the goods as
Petroleum Hydrocarbon Solvent 125/240 as per Indian Standard (IS)
1745:2018? All such parameters / specifications are tested and met so as to
compliant as per IS?

(¢) What are the common or overlapping parameters / specifications under
Indian Standard (IS) 14314:1995 and Indian Standard (IS) 1745:2018.

(d) What are the distinguishing parameters / specifications under Indian
Standard (IS) 14314:1995 and Indian Standard (IS) 1745:2018 to
differentiate the Petroleum Hydrocarbon Solvent 125/240 from Thinner,
General purpose for Synthetic Paints and Varnishes ?

(¢) Whether the sample can be considered as Thinner, General purpose for
Synthetic Paints and Varnishes alone?

(f) Whether the sample can be considered as Petroleum Hydrocarbon Solvent
125/240 alone?

(g) Whether the sample is a mixture consisting of (a) Thinner, General purpose
for Synthetic Paints and Varnishes & (b) Petroleum Hydrocarbon Solvent
125/240 or not?

--- S0 as to ascertain correct description of the goods to arrive at exact
classification as per Import Tariff for the purpose of levy of duties of customs and
policy criteria regarding its importability and to examine the claim of Rule 3 (c) of
the GIR.

11. The Chemical Examiner, CRCL, Vadodara vide their email dated
09.07.2025 submitted their opinion and it was same as per their Test Result.

12. RELEVANT LEGAL PROVISIONS:

12.1 The Import Policy in respect of Solvent 125/240 (petroleum hydrocarbon
solvent) as specified under standard IS 1745 classifiable under CTSH 2710 19 20,
is as under:

HS Code Description of the | Import Policy Policy Notification No.
Goods Condition & Date

2710 19 20 | Solvent 125/240 | State  Trading | Import as per | 08/202 dated
(petroleum Enterprise Policy Condition | 29.05.2023
hydrocarbon solvent) (5) of Chapter
as specified under 27
standard IS 1745
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12.2 Import Policy in respect of Solvent 125/240 (petroleum hydrocarbon
solvent) as specified under standard IS 1745 is governed by Policy Condition No.
(5) of Chapter 27 of the Import Policy and it reads, as under :-

Sl Policy Notes Notification
No. No. & Date

(5) |Import allowed through IOC subject to para 2.21 of | 08/202 dated
Foreign Trade Policy, except for the companies who | 29.05.2023
have been granted rights for marketing of transportation
fuels in terms of Ministry of P&NGs Resolution No.
P23015/1/2001-MKT. Dated 8.3.2002 including HPCL,
BPCL and IBP who have been marketing transportation
fuels before this date.

12.3 The provisions of Chapter 2 of Foreign Trade Policy, 2023 deal with
General Provisions regarding Imports and Exports. It also provides Import /
Exports through State Trading Enterprises. Para 2.21 envisages as to what is State
Trading Enterprises, and reads as under:

2.21 State Trading Enterprises (STEs)

(a) State Trading Enterprises (STEs) are governmental and non-
governmental enterprises, including marketing boards, which deal
with goods for export and /or import. Any good, import or export of
which is governed through exclusive or special privilege granted to
State Trading Enterprise (STE), may be imported or exported by the
concerned STE as per conditions specified in ITC (HS). The list of
STEs notified by DGFT is in Appendix-2]J.

(b)  Such STE(s) shall make any such purchases or sales involving imports
or exports solely in accordance with commercial considerations,
including price, quality, availability, marketability, transportation and
other conditions of purchase or sale in a non-discriminatory manner
and shall afford enterprises of other countries adequate opportunity, in
accordance with customary business practices, to compete for
participation in such purchases or sales.

(¢) DGFT may, however, grant an authorisation to any other entity to
import or export any of the goods notified for exclusive trading
through STEs.

12.4 The provisions of Section 2(33) of the Customs Act, 1962 defines
“prohibited goods™ as under:-

“Prohibited goods” means any goods the import or export of which is
subject to any prohibition under this Act or any other law for the time being
in force but does not include any such goods in respect of which the
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conditions subject to which the goods are permitted to be imported or
exported have been complied with;

12.5 The provisions of Section 111 (d) of the Customs Act, 1962 deals
with confiscation of improperly imported goods, and reads as under :-

111. Confiscation of improperly imported goods etc.

The following goods brought from the place outside India shall be liable to
confiscation.

(d)  any goods which are imported or attempted to be imported or are
brought within the Indian customs water for the purpose of being imported
contrary to any prohibition imposed by or under this Act or any other law
for the time being in force.

(m) any goods which do not correspond in respect of value or in any other
particular with the entry made under the Act .

12.6 The provisions of Section 112 (a) of the Customs Act, 1962 deals with
the penalty for improper importation of goods, and reads as under :-

112. Penalty for improper importation of goods, etc.
Any person,—

(a)who, in relation to any goods, does or omits to do any act which act or
omission would render such goods liable to confiscation under section 111,
or abets the doing or omission of such an act, or

(b)who acquires possession of or is in any way concerned in carrying,
removing, depositing, harbouring, keeping, concealing, selling or
purchasing, or in any other manner dealing with any goods which he knows
or has reason to believe are liable to confiscation under section 111, shall
be liable, -

(i)  in the case of goods in respect of which any prohibition is in force
under this Act or any other law for the time being in force, to a penalty [not
exceeding the value of the goods or five thousand rupees], whichever is the
greater;

(ii) in the case of dutiable goods, other than prohibited goods, subject to
the provisions of section 1144, to a penalty not exceeding ten per cent. of
the duty sought to be evaded or five thousand rupees, whichever is higher :

Provided that where such duty as determined under sub-section (8) of
section 28 and the interest payable thereon under section 28A4A is paid
within thirty days from the date of communication of the order of the proper
officer determining such duty, the amount of penalty liable to be paid by
such person under this section shall be twenty-five per cent. of the penalty
so determined,;]
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(iii) in the case of goods in respect of which the value stated in the entry
made under this Act or in the case of baggage, in the declaration made
under section 77 (in either case hereafter in this section referred to as the
declared value) is higher than the value thereof, to a penalty [not exceeding
the difference between the declared value and the value thereof or five
thousand rupees], whichever is the greater;

(iv) in the case of goods falling both under clauses (i) and (iii), to a
penalty [not exceeding the value of the goods or the difference between the
declared value and the value thereof or five thousand rupees], whichever is
the highest;

(v) in the case of goods falling both under clauses (ii) and (iii), to a
penalty [not exceeding the duty sought to be evaded on such goods or the
difference between the declared value and the value thereof or five
thousand rupees], whichever is the highest.]

13.  Whereas, the importer had imported General Purpose Thinner conforming to
IS : 14314 (Industrial Use Only) and classified the same under CTSH - 38140019.
The Test Result indicated that the said goods also meets the requirement of
Petroleum Hydrocarbon Solvent 125/240 conforming IS 1745 is classifiable under
CTH 27101920. Thus, the goods viz. 3985.502 MTs of “General Purpose Thinner
conforming to IS:14314 (Industrial Use Only)” valued at Rs. 155066582/-
(Assessable Value) imported by the importer and stored in warehouse as per Bill of
Entry (for Warehousing) No. 2475827 / 05.06.2025 was appeared to be Petroleum
Hydrocarbon Solvent 125/240 conforming IS 1745 and accordingly, appeared to be
classifiable under CTSH 2710 19 20. Further, the import of the goods viz.
Petroleum Hydrocarbon Solvent 125/240 conforming IS 1745 RESTRICTED, as
such, the same is permitted to be imported by State Trading Enterprises in view of
the Policy Condition No. (5) of Chapter 27 of the Foreign Trade Policy, 2023 read
with Notification No. 08/202 dated 29.05.2023.

13.1 The importer is neither covered by any of the State Trading Enterprises
(STEs) nor an authorization holder by the DGFT for import of such goods, which
were for exclusive trading through STEs, therefore, the importer appeared to have
imported the prohibited goods.

13.2 In view of the above, the importer appeared to have imported the restricted /
prohibited goods viz. Petroleum Hydrocarbon Solvent 125/240 conforming IS
1745, by way of mis-declaration in place of “General Purpose Thinner conforming
to IS:14314 (Industrial Use Only)” in contravention of various legal provisions of
the Foreign Trade Policy, 2023 as well as of the Customs Act, 1962 as discussed
hereinabove.

13.3 As, the imported goods admeasuring 3985.502 MTs valued at Rs.
15,50,66,582/- (Assessable Value) was stored at Tank Nos. 307 & 308 of MJ/s.
IMC Limited, Pipavav. Further, 750 MTs valued at Rs. 2,91,80,751/- out of
aforementioned 3985.502 MTS have already been allowed provisionally Ex-Bond
Clearance on payment of Customs duty and execution of test bond as a result, net
quantity of imported goods available / lying, as on date, in aforesaid Tanks is
3235.502 MTs. Thus, in view of the foregoing facts and circumstance of the
matter, it appeared that the importer resorting to mis-declaration cleared 750 MTs
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of Petroleum Hydrocarbon Solvent 125/240 conforming IS 1745 falling under -
CTSH 2710 19 20 in the guise of “General Purpose Thinner conforming to
IS:14314 (Industrial Use Only)” classifiable under CTSH 3814 00 19 from
warehouse.

13.4 In view of the foregoing facts and circumstances, 3235.502 MTs. of
Petroleum Hydrocarbon Solvent 125/240 conforming IS 1745 of 3235.502 MTs
lying / stored at Tank Nos. 307 & 308 of M/s. IMC Limited, Pipavav (actual
quantity measured and lying in warehouse is 3199.551 MTs) as well as 750 MTs of
Petroleum Hydrocarbon Solvent 125/240 conforming IS 1745 which has already
been allowed provisional Ex-Bond Clearances on execution of test bond i.e. total
quantity of 3985.502 MTs (AV - Rs. 155066582/- ) of Petroleum Hydrocarbon
Solvent 125/240 conforming IS 1745 was placed under seizure vide Panchanama
dated 12.07.2025 under the reasonable belief that same are liable to confiscation in
view of the contraventions stated hereinabove and handed over to M/s. IMC
Limited, Pipavav, with a direction not to move, take away, remove, sell, breach,
part with, break of otherwise deal with the said goods in any manner except with
the prior permission in writing from competent authority of Customs.

14. In view thereof, a Show Cause Notice bearing No. ADC-08/2025-26 dated
22.07.2025 was issued to M/s Arihant Agro Distillation and Liquid Terminal
Limited, 14™ Floor, 1418 B & C Wing, C66, G Block One BKC Bandra East,
Mumbai — 400 051 to show cause as to why:

(i)  the declared description of the goods i.e. “General Purpose Thinner
conforming to IS:14314 (Industrial Use Only)” should not be
rejected and the correct description of the imported goods should
not be held as Petroleum Hydrocarbon Solvent 125/240
conforming IS 1745 ?

(i) the declared classification of the imported goods under Custom
Tariff Item 3814 00 19 should not be rejected and should not be
classified under Custom Tariff Item 2710 19 20 of the Customs
Tariff ?

(iii) the imported goods mis-declared as “General Purpose Thinner
conforming to 1S:14314 (Industrial Use Only)” weighing viz
3985.502 MTs valued at Rs. 155066582/- (Assessable Value),
which includes the goods weighing 750 MTs valued at Rs.
2,91,80,751/- already allowed Ex-Bond Clearance on payment of
Customs duty should not be confiscated under Section 111(d) and
111(m) of the Customs Act, 1962;

(iv)  Penalty should not be imposed under Section 112 of the Custom
Act, 1962 for the reasons discussed hereinabove ;

DEFENCE REPLY:

The importer, M/s Arihant Agro Distillation and Liquid Terminals Limited vide
letter dated 25.07.2025 submitted that,
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I. M/s Arihant Agro Distillation and Liquid Terminals Limited is a Private
Limited Company constituted under the provisions of the Company Act,
2013 and is in the business of importing General Purpose Thinners
conforming to the Bureau of Indian Standards (IS: 14314: 1995) and has
been regularly importing such products at various sea-ports in Gujarat viz,

Kandla, Mundra and Pipavav.

II. That, in the course of it’s business, the importer has imported goods i.e.
General Purpose Thinner conforming the IS: 14314: 1995 at the Pipavav
Port of Gujarat, vide Bill of Entry No. 2475827, dated 05.06.2025 and
declared the classification of the said imported goods as General Purpose
Thinner, under Customs Tariff Heading (CTH) as 38140019.

III.  That, the said Bill of Entry (No. 2475827, dated 05.06.2025) were called
for the assessment by the Customs Authorities of Pipavav Customs House
for want of the test results of the said imported goods to ascertain the
correct description of the goods. Subsequently, the Customs Authorities at
the Pipavav Customs House had drawn representative samples of the said
imported goods and forwarded the same for it’s chemical examination to
the Chemical Examiner of the Central Excise and Customs Laboratory at
Vadodara, vide letter dated 10.06.2025.

IV. That, the Test Report in respect of the said representative samples was
issued on 24.06.2025 by the Central Excise and Customs Laboratory at
Vadodara which clearly mentioned that the said representative sample as
received from the Customs Authorities at Pipavav Customs House, vide
letter dated 10.06.2025, is in the form of clear colourless liquid — having
values of test parameters which affirms that the said sample is Thinner,
General purpose for Synthetic Paints and varnishes, as per the
specifications of IS 14314: 1995.

V. That, the said test report, dated 24.06.2025, also went on to mention that
the values of the test parameters of the said representative sample also

meet the requirement of the petroleum hydrocarbon solvent 125/140 as IS
1745: 2018.

VI. That, the said test report, dated 24.06.2025 concluded with an instruction

to the Customs Authorities at Pipavav Customs House that further
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classification of the product may be verified at the end of the Customs

Authorities at Pipavav Customs House.

VIL.  That, upon a careful comparison (as illustrated in the below Table-1) of
the prescribed ranges of the values of the test parameters as per the IS
14314: 1995 vis-a-vis the values of the test parameters in respect of the
said representative sample as reported by the test report, dated 24.06.2025,
it can be safely deduced that the said representative sample is nothing but
General Purpose Thinner — as declared by the importer at it’s time of
import vide Bill of Entry No. 2475827, dated 05.06.2025.

Table-1

Values as reported

Ranges of the values as | by the test-report,

Sl. per the IS 14314:1995, | dated 24.06.2025 of
Test-Parameters.
No. prescribed for the test | Central Excise &
parameters Customs Lab,
Vadodara.
Density at 27
1 0.76 to 0.81 0.7738
degrees C, gm/ml
Flash Point (Abel), Minimum of 30
2 51.0 degrees C.
degrees C degrees C.
3 Water Content Max of 0.5 Nil
Distillation Range:
Bl 120-240 degrees C. 158.6 degrees C.
IBP
95% Distillation at
5 120-240 degrees C. 207.4 degrees C.
Temp.
Hydrocarbon
6 Minimum of 95% More than 95%.
content

VIII.  That, owing to the fact that the consignment had been held at the Pipavav
Port by the Customs Authorities for more than three-weeks; the importer
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had filed a request letter, dated 27.06.2025 to the Assistant Commissioner
of Customs, Pipavav Port — with a clarification that the goods imported
vide Bill of Entry No. 2475827, dated 05.06.2025 had been correctly
declared as General Purpose Thinner conforming to the IS 14314, with the
declared HSN as 38140019 and having Free Import Policy as per the

extant Foreign Trade Policy.

IX. That the importer also pleaded to the Assistant Commissioner of Customs,
Pipavav, vide this letter dated 27.06.2025 that the proposed
reclassification of the said goods as Petroleum Hydrocarbon Solvent
125/240 (as per IS 1745: 2018) is not appropriate as the respective IS
Codes of these two products (IS 14314 for General Purpose Thinner & IS
1745 for Petroleum Hydrocarbon Solvent 125/140) clearly differentiate
the intended use, composition and commercial classification of these two-

products.

X. That, in continuation to the above letter, dated 27.06.2025; the importer
had filed another request letter to the Assistant Commissioner of Customs,
Pipavav on 03.07.2025, vide which the importer had specifically
explained that the said imported goods has been declared as General
Purpose Thinner conforming to IS 14314: 1995 which is appropriately
covered under HS Code 38140019, with a ‘Free’ import policy. Also, the
importer vide this letter, dated 03.07.2025 had also submitted and clarified
to the Assistant Commissioner of Customs, Pipavav that as per General
Rules of Interpretation (GRI) — Rule 3(c) of the Customs Tariff Act, when
goods are prima-facie classifiable under two or more headings and none of
the headings can be regarded as more specific than the others, the heading

which occurs last in numerical order shall be adopted.

XI. That, the importer had concluded this letter, dated 03.07.2025 by humbly
requesting to the Assistant Commissioner of Customs, Pipavav to consider
the HS Code 38140019 for the classification of the said imported goods
and to grant Out-of-Charge, at the earliest as the cargo delay is resulting in
significant financial losses to the importer, which in turn is affecting the

ability to serve their customers on time.

XII. That, the officials of the Dock Preventive Section of the Customs House
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Pipavav went on to seize the said imported goods (General Purpose
Thinner, imported under Bill of Entry No. 2475827, dated 05.06.2025),
vide proceedings recorded under panchnama, dated 12-07-2025.

That, the para-4 of the said panchnama, dated 12-07-2025, which has
recorded as following, warrants a careful perusal, and the same had been

reiterated as following:

‘on the basis of the observations made by the officers is of the
opinion that as per CRCL test reports no. Lab No.
RCL/Pipavav/IMP/1699/16.06.2025, the goods under
consideration meet the requirement of ‘General purpose. thinner
(HSN: 38140019)’, the description as declared in BE, and which
is ‘free’ to import under FTP, as well as ‘Petroleum Hydrocarbon
Solvent 125/240 (HSN: 27101920)’ which is restricted under
Foreign Trade Policy. Accordingly, it appears that the goods are
liable for confiscation for violating FTP condition. The officers
further explain that the goods have been imported in
contravention of the provisions of the Section 46 of the Customs
Act, 1962 and therefore there is a reason to believe that the said
goods are liable for confiscation under Section 111(f), 111(i),
111(1) & 111(m) of the Customs Act, 1962 read with Section 119
of the Customs Act, 1962. Hence, the entire goods described
above and placed under seizure as per the provisions of Section
110 of the Customs Act, 1962,

That, the afore-quoted grounds/reason to believe for the officers of the
Dock Preventive Section of the Customs House Pipavav to seize the said
imported goods is in absolute violation of the provisions of the law, i.e.
the General Rules of Interpretation (GRI) — Rule 3(c) of the Customs
Tariff Act, 1975, which clearly states that when goods are prima-facie
classifiable under two or more headings and none of the headings can be
regarded as more specific than the others, the heading which occurs last in
numerical order shall be adopted. The said Rule 3(c) of the General Rules
of the Interpretation (GRI) of the Customs Tariff Act, 1975, is reiterated

herein as following:
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Rule 3. When by application of rule 2(b) or for any other reason,
goods are, prima facie, classifiable under two or more headings,

classification shall be effected as follows:

(a) The heading which provides the most specific description shall be
preferred to headings providing a more general description. However,
when two or more headings each refer to part only of the materials or
substances contained in mixed or composite goods or to part only of
the items in a set put up for retail sale, those headings are to be
regarded as equally specific in relation to those goods, even if one of

them gives a more complete or precise description of the goods.

(b) Mixtures, composite goods consisting of different materials or
made up of different components, and goods put up in sets for retail
sale, which cannot be classified by reference to (a), shall be classified
as if they consisted of the material or component which gives them

their essential character, in so far as this criterion is applicable.

(c) When goods cannot be classified by reference to (a) or (b), they
shall be classified under the heading which occurs last in numerical

order among those which equally merit consideration.

XV. That, when the said test report, dated 24.06.2025 of the Central Excise &
Customs Laboratory, Vadodara had reported that the results parameters of
the said representative samples (of the said imported goods by the
importer as per the Bill of Entry No. 2475827, dated 05.06.2025) meets
the requirements of Thinner, General Purpose for synthetic Paints and
Varnishes (i.e. having HSN as 38140019) and it also meets the
requirements of petroleum hydrocarbon solvent 125/240 (i.e. having HSN
as 27101920), and a direction that further classification to be done at the
end of Pipavav Customs Authorities; then, the Authorities were legally
duty-bound to correctly apply the Interpretation Rules i.e. the Rule 3 (c) of
the General Rules of the Interpretation (GRI) of the Customs Tariff Act,
1975, and upon the application of the relevant rules of interpretation, the
said imported goods are to be classified as Thinner, General Purpose for
synthetic Paints and Varnishes (i.e. having HSN as 38140019) — which the
importer has already declared at the time of import vide filed Bill of Entry

Page 15 of 28




DIN No. 20250771MMO0000990059

OIO No. 07/ADC/2025-26 dtd. 30.07.2025
F. No. CUS/16924/2025-Adjn

No. 2475827, dated 05.06.2025 (ANNEXURE-1) with Customs House

Pipavav.

XVI. That, the officers of Customs House Pipavav had not at all applied the
applicable provisions of the law (i.e. the Rule 3 (¢) of the General Rules of
the Interpretation (GRI) of the Customs Tariff Act, 1975) to classify the
said imported goods of the importer and wrongly presumed it to be as
petroleum hydrocarbon solvent and thus, went on to seize the imported
goods which is actually - General Purpose Thinner with HSN 38140019,
as declared by the importer.

XVII. That, the seizure of the said imported goods imported vide Bill of Entry
No. 2485827, dated 05.06.2025 is in violation of the provisions of the law

causing significant financial losses to the importer and curbing his ability
to sustain his business and its’ furtherance; and thus, the importer is
aggrieved due to gross violation of its fundamental rights as enshrined as
per the Article 14 & Article 19(1)(g) of the Constitution of India as well
as the violation of the legal rights as per the provisions General Rules of

Interpretations as under Customs Tariff Act, 1975.
GROUNDS:

XVIL.1In view of the above-detailed grounds, the importer summarizes the
GROUNDS of this Reply as following:

I. The said imported goods by the importer as per the filed Bill of Entry
No. 2475827, dated 05.06.2025 is General Purpose Thinner (HSN:
38140019), as per the test-report, dated 24.06.2025 of the Central
Excise & Customs Laboratory, Vadodara and as per the applicable
provisions of the law, i.e. the Rule 3 (c¢) of the General Rules of the
Interpretation (GRI) of the Customs Tariff Act, 1975.

II. The seizure of the said imported goods of the importer made by the
Customs Authorities, Pipavav Customs House, vide proceedings
recorded under panchnama dated 12.07.2025, is absolutely without any
legal grounds, and thus, ultra-vires, as the Customs Authorities,
Pipavav Customs House has wrongly presumed the imported goods as

petroleum hydrocarbon solvent, and thus, ignoring the said test report,
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dated 24.06.2025 of the Central Excise & Customs Laboratory,
Vadodara as well as not applying the relevant provisions of the law, i.e.
the Rule 3 (c) of the General Rules of the Interpretation (GRI) of the
Customs Tariff Act, 1975.

PRAYERS:

In view of the facts & circumstances stated above, it is most respectfully

prayed that the Hon'ble Adjudicating Authority may be pleased to:

I.  To classify the said goods as General-Purpose Thinner (HSN: 38140019),

as per the extant provisions of the law, and

II.  To vacate seizure of the seized imported goods, seized vide proceedings

dated 12.07.2025 and issue out-of-charge order to the Importer in respect

of the said imported goods.”

PERSONAL HEARING:

16.  Personal hearing in the matter was held on 25.07.2025. Shri Ravinder Singh
Sagwan, Managing Partner of M/s. Indus Prompt Legal LLP, New Delhi has
appeared for Personal Hearing. He submitted reply dated 25.07.2025 and reiterated
the same during Personal Hearing. Further, he stated that, as this is live cargo and
importer is facing financial hardship, he requested to decide the issue on merits as
early as possible.

DISCUSSION AND FINDINGS:

17. I have carefully gone through the facts of the case, Show Cause Notice and
written Defense submissions and submission made during the personal hearing
held on 25.07.2025 as well as available records on hand.

18. I find that, the issues to be decided in the instant case are as follows:

(i) Whether the declared description of the goods i.e. “General
Purpose Thinner conforming to 1S:14314 (Industrial Use Only)”
imported vide Bill of Entry No. 2475827 dated 05.06.2025 should
be rejected and the description of the imported goods should be
taken as Petroleum Hydrocarbon Solvent 125/240 conforming IS
1745 or otherwise;

(i)  Whether the declared classification of the goods imported vide Bill
of Entry No. 2475827 dated 05.06.2025 under Custom Tariff Item
3814 00 19 should be rejected and same should be classified under
Custom Tariff Item 2710 19 20 of the Customs Tariff or otherwise;
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(iii) Whether the goods imported vide Bill of Entry No. 2475827 dated
05.06.2025 declared as “General Purpose Thinner conforming to
IS:14314 (Industrial Use Only)” weighing 3985.502 MTs valued at
Rs. 155066582/ (Assessable Value), which includes the goods
weighing 750 MTs valued at Rs. 2,91,80,751/- already allowed Ex-
Bond Clearance on payment of Customs duty should be
confiscated under Section 111(d) and 111(m) of the Customs Act,
1962 or otherwise;

(iv) Whether penalty under Section 112 of the Custom Act, 1962 should
be imposed or otherwise.

19. In this context, I observe that,

(i) M/s. Arihant Agro Distillation and Liquid Terminal Limited had imported
goods vide Bill of Entry No. 2475827 dated 05.06.2025 declaring the same as
“General Purpose Thinner conforming to IS:14314 (Industrial Use Only)” by
classifying the same under CTSH — 3814 00 19, which attracts BCD @ 10%, SWS
@ 10% of BCD and IGST @ 18% and freely importable without any FTP
Restrictions. The importer had filed Warehousing Bill of Entry No. 2475827 dated
05.06.2025 through their Custom Broker M/s. Taffrail Marine, which was cleared
/ assessed through RMS/FAG.

(ii) At the material point of time, the importer had executed Warehousing Bond /
Consignment Bond No. 2002474240 as per Section 59(1) of the Customs Act,
1962 for the sum of Rs. 23,90,00,000/- to bind themselves to comply the
conditions laid down thereunder i.e. to fulfil all the provisions of the Act, the rules
and regulations made thereunder and to pay on demand all duties and interest
payable under Section 61(2) and to pay all penalties and fines incurred for
contravention of the provisions of the Act or the rules or regulations made
thereunder.

(iii) Subsequent to the passing of the said W/H Bills of Entry through
RMS/FAG, it was re-called for the purpose of provisional assessment for want of
Test Result of the goods to ascertain the correct description of the goods. The
importer had executed P.D. Bond / T. B. Bond (Individual Importation) No.
2002474241 in compliance of the provisions of Section 18 of the Customs Act,
1962 for the sum of Rs. 30,40,00,000/- for provisional assessment of the goods
pending Chemical Test result and bind themselves to pay the difference between
the duty finally assessed and the duty provisionally assessed. Accordingly, the said
Bill of Entry was assessed provisionally and RSS (Representative Sample) drawn
by Boarding Officer was sent for Chemical Test to the Chemical Examiner, CRCL,
Vadodara vide Test Memo No. IMP/102/25-26 dated 10.06.2025, with the
following queries:

(a) Whether the sample conform the descriotion of the goods s above or
otherwise?
(b) Nature & Composition,
(c) Whether sample confirms the description of goods as GENERAL
PURPOSE THINNER conforming to Standard IS: 14314?
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(d) Whether the sample falls under any of the canalized items like diesel,
petrol or kerosene?
(e) Special observation, if any, found.

(iv) Meanwhile, the importer had filed following Ex-Bond Bills of Entry for
removal of the said goods stored in warehouse, which were assessed provisionally
awaiting test report and were granted Out of Charge on the date mentioned against
such Bills of Entry as detailed below:

S. Ex-Bond B/E No. & | Quantity Assessable | Duty Paid | OOC

No. | Date removed Value (Rs.) | (Rs.) granted on
from
warehouse.

1 | 2648731/13.06.2025 | 250 MTs 9726917/- | 3013399/- | 22.06.2025
2 | 2648733/13.06.2025 | 250 MTs 9726917/- |3013399/- | 21.06.2025
3 | 2648735/13.06.2025 | 250 MTs 9726917/- | 3013399/- | 24.06.2025
TOTAL 750 MTs 29180751/- | 9040197/-

19.1 I observe that, the Chemical Examiner, CRCL, Vadodara vide its Test Result
dated 24.06.2025 reported / opined based on various tested parameters as under:

TEST REPORT

The sample as received is in the form of clear colour-less
liquid, having following constant.

Sr. | Tested Parameters IMP/102/25-26
No.
1 | Density at 27 Degree Centigrade, | 0.7738
gm/ml
2 | Flash Point (Abel), Degree|51.0
Centigrade
3 | Water content NIL
4 | Distillation range : IBP 158.6 Degree Centigrade
S | 95% Distillation at Temp. 207.4 Degree Centigrade
6 | FBP 222.4 Degree Centigrade.
7 | Hydrocarbon content More than 95%.

On the basis of above tested parameters sample w/r meets the
requirements of the Thinner, General purpose for Synthetic Paints
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and Varnishes specification as per IS: 14314:1995 and it also meets
the requirement of petroleum hydrocarbon solvent 125/240 as
IS:1745:2018. Further classification of the product may be verified at
your end.

20. I further observe that, M/s. Arihant Agro Distillation and Liquid Terminals
Limited, Mumbai vide their letter dated 27.06.2025 (received on 30.06.2025) has
requested that their product is falling under HS Code 38140019 (Thinners of kind
used for the paints etc.) and attracts duty to the tune of 10% BCD, 10% SWS on
BCD and 18% IGST and freely importable i.e. no Import license is required for
import of the said goods. The Importer added that, the Test Result issued by CRCL
Vadodara confirms the description with compliance to IS: 14314:1995 and further
stated that only based on overlaps in properties, the cargo can’t be alleged to be
related to Petroleum Hydrocarbon Solvent 125/240 (as per 1S:1745:2018) which
falls under HS Code 27101920 and is restricted for importation except by State
Trading Enterprises (STEs).

21. I observe that the imported goods were got tested to arrive at the exact
description and correct classification of the goods but as the Test Result issued by
Chemical Examiner appeared to be dual in nature, the matter was referred back to
Chemical Examiner, CRCL, Vadodara vide letter dated 05.07.2025 to provide their
valuable opinion on following points:

(a) What are the parameters / specifications prescribed to qualify the goods as
Thinner, General purpose for Synthetic Paints and Varnishes as per Indian
Standard (IS) 14314:1995? All such parameters / specifications are tested
and met so as to compliant as per IS?

(b) What are the parameters / specifications prescribed to qualify the goods as
Petroleum Hydrocarbon Solvent 125/240 as per Indian Standard (IS)
1745:2018? All such parameters / specifications are tested and met so as to
compliant as per IS?

(¢) What are the common or overlapping parameters / specifications under
Indian Standard (IS) 14314:1995 and Indian Standard (IS) 1745:2018.

(d) What are the distinguishing parameters / specifications under Indian
Standard (IS) 14314:1995 and Indian Standard (IS) 1745:2018 to
differentiate the Petroleum Hydrocarbon Solvent 125/240 from Thinner,
General purpose for Synthetic Paints and Varnishes ?

(¢) Whether the sample can be considered as Thinner, General purpose for
Synthetic Paints and Varnishes alone?

(f) Whether the sample can be considered as Petroleum Hydrocarbon Solvent
125/240 alone?

(g) Whether the sample is a mixture consisting of (a) Thinner, General purpose
for Synthetic Paints and Varnishes & (b) Petroleum Hydrocarbon Solvent
125/240 or not?
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21.1 I observe that, the Chemical Examiner, CRCL, Vadodara vide their email
dated 09.07.2025 stated that,

“the issued test reports referenced above are self-explanatory and based on
the tested parameters which were found under the limits for the parameters
given in IS 1745:2018 of Petroleum Hydrocarbon Solvent vis-a-vis IS
14314:1995 of Thinner General Purpose for Synthetic Paints Varnishes
Specification.

These test reports were issued based on the available tested parameters in
this laboratory. Further, reply to query no. c & d asked in your office letter,
may be verified at your end and reply to query no. e & f has been already
given in the test reports. It is reiterated that based on the issued test reports,
classification of the product may be decided at your end.”

22. On going the content of the aforesaid test reports, I find that, the
Chemical Examiner, CRCL, Vadodara in his test report dated 24.06.2025 and
subsequently vide his email dated 09.07.2025 reiterated that based on the issued
test reports, classification of the product may be decided at the end of the
Assessing Officer i.e. Assistant Commissioner, CH Pipavav.

23. I find that, in this peculiar situation when the imported goods meet the
specifications /parameters of two commodities simultaneously and as the
Chemical Examiner has opined that classification of the product may be decided
at the end of the Assessing Officer, then customs tariff classification of the
imported product should be derived on the basis of (i) Technical characteristics
of the product (test results); (ii) Relevant Indian Standards (IS); and (iii) HS
classification rules (General Rules for Interpretation - GRISs).

24. W.r.t. technical characteristics of imported product, I find that, as per test
result dated 24.06.2025 issued by the Chemical Examiner, CRCL, Vadodara,
the product imported by the Importer vide Bill of Entry No. 2475827 dated
05.06.2025 accurately meets the specifications of “General Purpose Thinner”.

25. I also notice that, HSN Explanatory Notes to the Chapter heading 3814
stipulates, “this heading covers organic solvents and thinners (whether or not
containing 70% or more by weight of petroleum oil) provided that they are not
separate chemically defined compounds and are not covered by a more specific
heading. They are more or less volatile liquids which are used, inter alia, in the
preparation of varnishes and paints or as degreasing preparations for
machinery parts, etc.” 1 further notice that, in instant case, as per CRCL Report,
the goods contain more than 95% of hydrocarbons; hence, they are organic

chemicals in nature. Hence, prima-facie the goods appear to be falling under
CTH 3814.

26. I further find that the imported goods being declared as “General Purpose
Thinner”, is also conforming to IS: 14314 (Industrial Use Only)” under CTH
38140019 as per Indian Standard (IS) 14314:1995 as declared by the Importer
& reported by the Chemical Examiner, CRCL Vadodra, although the same may
also be having technical specifications of petroleum hydrocarbon solvent
125/240 as per Indian Standard (IS) 1745:2018 classifiable under CTH
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27101920. For the sake of brevity, the requirement for “General Purpose
Thinner” as per Indian Standard (IS) 14314:1995 is reproduced as follows:

Table 1 Requirements for Thinner, General Purpose

( Clause 4.2 )
§1 No. Characteristic Requirement Method of ‘Test,
Ref to
IS82: 197 Annex
m (2) (3 4) (5)
11 Calour Not darker than a freshly prepared solution 5
of 00030 g of potassium dichromate in
one litre of distilled water
ii) Odour The material shall be free from acid/pun. —_ S
gent odour
iil) Spot test The muterial shall show complete evapora- _ 4,

tion from white filter paper without leaving
any stain or oily spot when tested at ambi-
ent temperature

iv) Relative density at 27°C 0°76 10 0°81 6 e
v) Distillation range with 120°C 1o 240°C 7 -
a minimum 95 percent
recovery by volume
vi) Flash Point ( Abel), 0°C 1S 101 ( Part)] -
Min Sec 6) : 1986
vii) Residue on evaporation, 25 R
mg/100 ml, Max
viii) Hydrocarbon content, 95 e B
.\!’iu
ix) Water content, Max 0's IS 101 ( Part 2/
Sec 1) : 1988

The material shall not blacken or .corrode

x) Copper corrosion 1
clean metallic copper

11 -

26.1 Further, the requirements for Petroleum Hydrocarbon Solvent 125/240 as
per Indian Standard (IS) 1745:2018 classifiable under CTH 27101920 are as
follows:

Table | Requirements for Petroleum Hydrocarbon Solvents
(Clauses 3.1.1 and 5.2)

si Characterhstic Selvent|Sotvent| Solvemt | Soivemt | Selvest | Selvent |Sohvemt| Methodof
Ne. om0 | sile | senas 125240 | 1457205 145205 | 1503500 Test
Low High [Refto P : of
Arematic | Aromastic
0 ) %) [ @ ) [ [
#23 | 28 +2% +21 20 +20 — [T
i gL '-_ ! A e P2
A Nt himited bt to e reponted ————————— P16
- = s =
- e = T3¢ | 3¢ | ¢ |'9C P:20
— = PIs
érc|soc]| soc | 123 | 1esc | asc |1
< Not limated bt to be ropoeted -
e N Dl bt e e ————————
. - M0°C 205°C 205°C | 300°C
) Dry point. Max B0°C | 120°C | 1A5°C — — - —
wi) | Aromatic contem, percent by | 6 Max | 35 Max | 20 Aim 40 Max 40 May 45 Min | S0 Mim 5]
volurme
wii}| Sulpher, total, peroent by 008 - — — - - - P:3ds/
masa, Man 1SO 8§78/
IS0 20846
viti) | Copper sarip corrosion for 3 b ——— et e | ———————— PIIs
- S0°C
21| Ressdue on evaporstion. s s s s s s — | P29 A
g 100 mi, Max,

* In case of dispute, Method P 34 chall be used a reforoe method.
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26.2 The comparison of both requirements and parameters reported as per
CRCL Vadodra are as follows:

Ranges of the
Ranges of the | values as per the | Values as
values as per the IS | IS 1745:2018 | reported by the
- 14314:1995, prescribed  for | test-report, dated
% Test-Parameters. | prescribed for the | the test | 24.06.2025 by
o.
test parameters of | parameters of | Central Excise &
General  Purpose | Petroleum Customs Lab,
Thinner Hydrocarbon Vadodara.
Solvent 125/240
Density at 27 Not limited
1 0.76 to 0.81 0.7738
degrees C, gm/ml
Flash Point (Abel), Minimum of 30 Minimum of 30
2 51.0 degrees C.
degrees C degrees C. degrees C )
3 Water Content Max of 0.5 (Not specified) Nil
Distillation Range:
Distillation Range: e IBP - 125
degree Celsius
e [BP ex
. e 95%
4 * 9% 120-240 degrees C. Distillation at | 1786 degrees C.
Distillation  at
Temp.: Not
Temp.
limited
s FBP
e FBP - 240
degree Celsius
Hydrocarbon (Not specified)
5 Minimum of 95% More than 95%.
content

26.3 From the above comparative analysis, I notice that the impugned goods
are of the nature that meets the requirement of both “General Purpose Thinner”
and “Petroleum Hydrocarbon Solvent 125/240”. Further, the requirement of
hydrocarbon content (min.), which is specified for “General Purpose Thinner”
but not specified for “Petroleum Hydrocarbon Solvent 125/240”, is also met, the

same being more than 95%.

26.4 In view of above, I notice that, there is no mis-declaration on the part of
the Noticee. However, as the goods are also meeting requirements of
“Petroleum Hydrocarbon Solvent 125/240”, which is restricted goods under ITC
(HS) Foreign Trade Policy and the goods are seized for the said reason, I
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proceed to examine the matter further by applying General Rules for
Interpretation (GRIs) of Harmonized System of Nomenclature (HSN)
Classification.

27. I note that General Rules for Interpretation of Harmonized System of
Nomenclature (HSN) Classification are applicable to Customs Tariff as well as
Indian Trade Classification (Harmonized System). Accordingly, for the purpose
of determination of Foreign Trade Policy restrictions also, the goods are to be
classified in terms of General Rules for Interpretation when there is dispute in
classification. In view thereof, I hereby reproduce the General Rules for
Interpretation (GRI) in verbatim:

“GENERAL RULES OF INTERPRETATION

Classification of goods in the tariff schedule shall be governed by the
Jfollowing principles:

1. The table of contents, alphabetical index, and titles of sections,
chapters and sub-chapters are provided for ease of reference only; for
legal purposes, classification shall be determined according to the terms
of the headings and any relative section or chapter notes and, provided
such headings or notes do not otherwise require, according to the
following provisions:

2(a) Any reference in a heading to an article shall be taken to include a
reference to that article incomplete or unfinished, provided that, as
entered, the incomplete or unfinished article has the essential character
of the complete or finished article. It shall also include a reference to that
article complete or finished (or falling to be classified as complete or
finished by virtue of this rule), entered unassembled or disassembled.

2(b) Any reference in a heading to a material or substance shall be taken
to include a reference to mixtures or combinations of that material or
substance with other materials or substances. Any reference to goods of a
given material or substance shall be taken to include a reference to goods
consisting wholly or partly of such material or substance. The
classification of goods consisting of more than one material or substance
shall be according to the principles of rule

3. When, by application of rule 2(b) or for any other reason, goods are,
prima facie, classifiable under two or more headings, classification shall
be effected as follows:

(a)The heading which provides the most specific description shall be
preferred to headings providing a more general description. However,
when two or more headings each refer to part only of the materials or
substances contained in mixed or composite goods or to part only of the
items in a set put up for retail sale, those headings are to be regarded as
equally specific in relation to those goods, even if one of them gives a
more complete or precise description of the goods.
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(b) Mixtures, composite goods consisting of different materials or made
up of different components, and goods put up in sets for retail sale, which
cannot be classified by reference to 3(a), shall be classified as if they
consisted of the material or component which gives them their essential
character, insofar as this criterion is applicable.

(c) When goods cannot be classified by reference to 3(a) or 3(b), they
shall be classified under the heading which occurs last in numerical
order among those which equally merit consideration.

4. Goods which cannot be classified in accordance with the above
rules shall be classified under the heading appropriate to the goods to
which they are most akin.

. 4 In addition to the foregoing provisions, the following rules shall
apply in respect of the goods referred to therein: (a) (b) Camera cases,
musical instrument cases, gun cases, drawing instrument cases, necklace
cases and similar containers, specially shaped or fitted to contain a
specific article or set of articles, suitable for long-term use and entered
with the articles for which they are intended, shall be classified with such
articles when of a kind normally sold therewith. This rule does not,
however, apply to containers which give the whole its essential
character; Subject to the provisions of rule 5(a) above, packing materials
and packing containers entered with the goods therein shall be classified
with the goods if they are of a kind normally used for packing such goods.
However, this provision is not binding when such packing materials or
packing containers are clearly suitable for repetitive use.

6. For legal purposes, the classification of goods in the subheadings
of a heading shall be determined according to the terms of those
subheadings and any related subheading notes and, mutatis mutandis, to
the above rules, on the understanding that only subheadings at the same
level are comparable. For the purposes of this rule, the relative section,
chapter and subchapter notes also apply, unless the context otherwise
requires.”

27.1 I observe that, Rule 1 of the General Rules for Interpretation (GRI) refers to
Classification of the goods by Heading Description i.e. the goods must be
classified according to the terms of the headings and any relevant section or
chapter notes. Here, it is to mention that, Chapter heading 3814 refers to “organic
composite solvents and thinners, not elsewhere specified or included; prepared
paint or varnish removers” while Chapter heading 2710 is for petroleum oils or
distillation fractions thereof, typically not prepared or formulated for specific
industrial use like paint thinning. I find, since the product is declared and proven to
conform to IS 14314:1995 (thinner for paints), this functional description supports
heading 3814 under GRI 1.

27.2 1 notice that going sequentially; Rule 3 of the General Rules for
Interpretation is applicable in this case. Further, as per Rule 3(a), the heading
which is more specific description should be preferred over headings providing a
more general description. I reproduce both headings below:
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CHAPTER HEADING 2710 : Petroleum oils and oils obtained from
bituminous minerals, other than crude; preparations not elsewhere specified
or included, containing by weight 70% or more of petroleum oils or of oils
obtained from bituminous minerals, these oils being the basic constituents of
the preparations; waste oils

CHAPTER HEADING 3814: Organic composite solvents and thinners, not
elsewhere specified or included; prepared paint or varnish removers.

27.3 1 notice that Solvent and thinner are mention in heading 3814. Further, as
mentioned in CRCL Report, the goods contains more than 95% of hydrocarbons,
hence, they are organic chemicals in nature. Hence, the imported goods prima-
facie appears to be falling under the Chapter heading 3814. Further, second part of
Rule 3(a) states that, “when two or more headings each refer to part only of the
materials or substances contained in mixed or composite goods or to part only of
the items in a set put up for retail sale, those headings are to be regarded as
equally specific in relation to those goods, even if one of them gives a more
complete or precise description of the goods.” Hence, I proceed to examine the
classification of imported goods in terms of Rule 3(b) of the General Rules for
Interpretation.

27.4 Further, I note that, Rule 3(b) is also not applicable in this case because the
goods under question are not mixtures or composite goods consisting of different
materials or made of different components. The goods under consideration are
mixtures of hydrocarbons only, which as a whole gives it essential character. The
hydrocarbons which constitute more than 95% of the goods, all taken together as a
whole gives the goods its essential character and no specific hydrocarbon can be
said to be giving goods its essential character. Hence, Rule 3(b) of G.R.L is not
applicable in this case.

27.5 1 also observe that Rule 3(c) of the General Rules for Interpretation (GRI)
stipulates, “When goods cannot be classified by reference to (a) or (b), they shall
be classified under the heading which occurs last in numerical order among those
which equally merit consideration.” As per Rule 3(c), I notice that, even though
Rule 3(a) is in support of classification under heading 3814, it is still not
conclusive. Accordingly, I proceed to Rule 3(c) and find that, CTH 3814 occurs
last in numerical order vis-a-vis the CTH 2710, which equally merits
consideration. The imported goods as per CRCL test report meets the requirement
of “General Purpose Thinner” (Industrial Use Only)” under CTH 38140019 as per
Indian Standard (IS) 14314:1995 as well as “Petroleum Hydrocarbon Solvent
125/240 under CTH 27101920. Hence, the goods are classifiable under heading
3814, which is occurring last in numerical order. Further, the goods fall under the
tariff item 38140019 by applying Rule 6 of the General Rules for Interpretation
(GRI).

28. In view of the discussion, I find that, the imported goods are rightly
classifiable under Customs Tariff Item/ITC (HS) 38140019. Further, the goods are
‘Free’ to import under import policy and does not fall under the definition of
“prohibited goods” under Section 2(33) of the Customs Act, 1962. Further, as there
is no violation of Foreign Trade Policy, the goods are not liable for confiscation
under Section 111(d) of the Customs Act, 1962.
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28.1 With respect to allegation of mis-declaration, I notice that goods are rightly
described as “General Purpose Thinner conforming to IS: 14314 (Industrial Use
Only)”. The CRCL report also confirmed the same. It is not the case of Department
or CRCL that goods are not “General Purpose Thinner” or “other than General
Purpose Thinner”. The CRCL report clearly stated that the goods meet requirement
of “General Purpose Thinner”. Accordingly, I find that, there is no mis-declaration
on part of the Noticee, hence, the question of confiscation under Section 111(m) of
the Customs Act, 1962 doesn’t arise.

29. I further observe that, reason to believe that imported goods falling under
CTH 27101920 on the basis of dual characteristics as reported by the Chemical
Examiner, CRCL Vadodra may be sufficient for the purpose of seizure of the
goods by virtue of Section 123 of the Customs Act, 1962 but the same is not
sufficient for confiscation under Section 111 of the Customs Act, 1962.

30. In this regard, I also rely upon the judgment of the Hon’ble Supreme Court
of India in the case of HPL Chemicals Limited Vs. CCE, Chandigarh: 2006 5 SCC
208, wherein it is held that,

“28. This apart, classification of goods is matter relating to chargeability
and the burden of proof is squarely upon the Revenue. If the Department
intends to classify the goods under a particular heading or sub-heading
different from that claimed by the assessee, the Department has to adduce
proper evidence and discharge the burden of proof. In the present case the
said burden has not been discharged at all by the Revenue. On the one hand,
Jrom the trade and market enquiries made by the Department, from the
report of the Chemical Examiner, CRCL and from HSN, it is quite clear that
the goods are classifiable as “denatured salt” falling under Chapter
Heading 25.01. The Department has not shown that the subject product is
not bought or sold or is not known or is dealt with in the market as
denatured salt. The Department's own Chemical Examiner after examining
the chemical composition has not said that it is not denatured salt. On the
other hand, after examining the chemical composition has opined that the
subject-matter is to be treated as sodium chloride.”

31. In the present case, the goods are tested in CRCL and found to be same as
declared by the Noticee in Bill of Entry. The Department could not prove any mis-
declaration. Further, the classification under HSN 38140019 is also found to be
correct as per CRCL report, Indian Standard 14314/1995 and by applying General
Rules of Interpretation. Accordingly, none of the ingredients for confiscation under
Section 111 of the Customs Act, 1962 are fulfilled. Hence, in view of detailed

discussion above, I refrain from confiscation of seized goods and the goods merit
to be released.

32.  Further, with respect to penalty under Section 112 of the Customs Act, 1962,
I find that, penalty under Section 112 of the Customs Act, 1962 is imposed as
natural corollary consequent to the confiscation of goods under the provisions of
Section 111 of the Customs Act, 1962. In instant case, when the imported goods
are not liable for confiscation in view of discussion supra, the penalty under
Section 112 of the Customs Act, 1962 is not invokable.

33.  Accordingly, I hereby order as follows:
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ORDER

I hereby drop the proceedings initiated against the Noticee vide SCN No.
ADC-08/2025-26 dated 22.07.2025 and order to release the impugned goods
seized vide Panchnama dated 12.07.2025 subject to payment of applicable duty of
customs.

34. This order is issued without prejudice to any other action that may be taken
against the importer or any other person under the Customs Act 1962 or any other

law for the time being in force. gﬂ@/

(N. Srujan Kumar)
Additional Commissioner
DIN- 20250771 MM0000990059
F. No. CUS/16924/2025-Adjn
Date: 30.07.2025

BY Hand/RPAD/Speed Post To,

M/s. Arihant Agro Distillation and Liquid Terminal Limited,
14" Floor, 1418 B & C Wing, C66,

G Block One BKC Bandra East,

Mumbai — 400 051

Copy to:

The Commissioner, Customs (Preventive), Commissionerate, Jamnagar
The Assistant Commissioner, Customs Division, Pipavav.

The Superintendent (RRA), Customs (Prev.), Jamnagar.

The Superintendent(TRC), Customs (Prev.), Commissionerate Jamnagar
Guard File.
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