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INTRODUCTIOIIM 

l, the Chairpen;on, Public Accounts Committee (2017-18), having been 

authorised by the Committee, do present this Eighty-second Report (Sixteenth Lok 

Sabha) on Action Taken by the Government on the Obseivations/Recommendations of 

the Committee contained in their Forty-fifth Report (Sixteenth Lok Sabha) on 

'Performance of 100"/o Export Oriented Unit Scheme" relating to Mln!stry of 

Commerce and Industry (Department of cOmrrierce)·- and Ministry of Finance 

(Department of Revenue). 

2. The Forty-fifth Report was presented to Lok Sabha/laid in ·Rajya Sabhii on 28 

April, 2016. Replies of the· Government to al! the Qbservatio_ns/Recommendations 

contained in the Report were received.- The Public Accounts Committee conside_red and 

adopted the Eighty-second Report at their sitting held on 8 September, 2017. Minutes of 

the sitting are given at Appendix!. 

3. For facility of reference and convenience, the Observations and 

Recommendations of the Committee have been printed in thick type in the body of the 

Report. 

4. The Committee place on record their appreciation of the assistance rend"ered lo 

them in· the matter by.the Office of the Compfroller and Auditor Genera[ of lndia. 

5. An analysis of. the action taken by the Government -on the Observations/ 

Recommendatiohs ca!-"'lfained in the Forty-fifth Report (Sixteenth Lok Sabha) is given at 

Appendix-II. 

NEW DELHI; 
__ --~i DC!.cember 2017 
',"Z Agra.hayana, 1939 lSaka) 

Sl-lRI MALLIKARJUN. KHARGE 
Chairperson, 

Public Accounts Committee 



Fl;_l:OBT 
PART·· I 

This ({eport.of the_ Committee deals with the Action Taken by the Government on 

thE! Observations and Recommendations contained· in their 45~ Report (16th Lok Sabha) 

on the subject "Perfonnance of 100% Export Oriented Unit Scheme" based an C&AG 

Report No. 9 of 2015 related to Ministry of Commerce and lndµstry (Department of 

Commerce) and Ministry of Finance (Department of Revenue). 

2. In their 45th Report which was presented t~ Lok Sabha on 28th April, 2016, the 

Commtl.tee had dealt with the various issues such as non-availability of the Data in 

EOU's Dedicated Websites, Declining trend of EOUs, lack of structured _interiial audit 

mechanism in the Ministry ·of Commerce and Industry to assist in oversight of the 

functioning of EOUs, N_on-filing/delay in filing of Annual·Progress Report (APR),_ cases 

of non-compllance and Policy Mis-representation etG. 

3. The Action Taken Notes in respect of al! the 17 observations/Recommendalions 

have been received from lhe Ministry of Commerce arid Industry {Department of 
. 

Commerce and Miriistry of Finance (Department of Revenue). and these have been 

categOrized as follows: 

(i) ObServations/Recommendations which have been accepted by the 

Government 

(ii) 

Para Nos. 1, 2, 3, 4, 5, 6, 7, 8, 10, 11,_12,13,14, 15, 16 & 17 

ObServatioris/Recommendations which the -Commrttee do 

pursue in view of the replies received from t~e Government: 

· Para Nos. 9 

Total; 16 
Chapter- fl 

not desire to 

Total; 1 
Chapter- Ill 
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(iii) Observ.e:lior,sfRecom111cndotio1·,~ i;1 resp;,ct c0 f which replies of the 

G_ove111n1ent have not boon accEcpied, by the Cornmtuee c1nd which requir~ 

rcitcrcJtion: 

Para Nos. NIL 

Total: NIL 
_ Chapter - IV 

(iv) Observations/Recommendations in respect of which Government· have 
fumished interim replies/no replies: 

Para No. NIL 

Total: NIL 
Chapter-V 

Gist of ohse.rvations/RecormmmdationS confa[ned in 45tt> Report {1611' Lok.Sabha) 

4. The Committee in their 45th Report (1d" Lok Sabha) on the subject had made' the 

following important observations/recomn_iendations: 

(i) The Committee recommended that both the DGFT -and ·oeparlment of 

Revenue should strive for an efficient coordination and integration lo· 

main!ainirtj periodii:::a!ly reconciled data about the EOUs with a view to 

ensuring proper monitoring and evaluation of !he 100% EOU Scheme. 

(ii) The Coriimiliee desired that in addition to inclusion of Panda Committee 

recommendations in FTP on 01-04-2015, necessary corrective measures be 

. initiated to arrest.the. declining nu_mber of EOUs whfle prescribing specffii:: 

time!ines and me21sure outcomes so that the basic objective of export growl:h 
is achieved. 

(iii) -- Specific analysis of the benefits accrued io the S~ units and EOUs be done 

so as to avoid shifting Of EOUs to SEZs. Suitable strategy should be evOlved 

for attracting E_OUs into tlm 100% EOU scheme and al! -necessary Steps 

should be taken to· remove the constraints/impediments ih their successful 

operation. The successful experience of foreign countries can be dovetailed 

so as· lo accelerate the pace of_development of EOUs. 
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(iv) Extension of any incentive· or concession. should be followed up with a 

detc1iled evaluation to enable the Ministry to assess the emcacy of Such 

incentives in tefms of growth of the sector. Exprnt targets must be fi_xed for 

each zone and each unit by the Development Commissioners alongwith 

approval of 11'\centivps and facilities to 'them. In case of non-achievement of 

export target, incentives may be stopped. 

(v). A high powered independent inquiry should be ordered with a view to finding _ 

out the _unscrupulous elements responsible for the rampant abuse of th~ . 

. scheme and also to fix responslbility_of the officers for their various acfa of 

·omissions and commissions. The Department of Commerce and _Department 

of Revenue should conduct" a comparative study of the benefits accrued to 

SEZ units and EOUs so as to find out the reasons for shifting of EOUs to SEZ 

sector. 
-

5. The Action Taken Note.s furnished by the .Ministry of Commerce a:nd Industry 

(Department of Comme{l;e) and Ministry of Finani::e (Department of Revenue) have 

been reproduc~d in the relevant Chapters of this Report. In the succeeding Paragraphs, 

the Committee will deal with the action taken by the government on some of !heir 

observations/Recommendations made in the original Re.port, whiCh need reiteration or 

merit comments. 
A. Non-availability of Data in EOUs Dedicated Website · 

{Recommenda.l.ion Para No. 5) 

6. The CommilfEe found !hat n~ither DGFT nor DCs had put UP. year-wise details in· 

their websites viz.. number of EOUs functioning, number of new entrants, number of 

units opting out of 1~ scheme, their exports/imports etc. Consequently this data was 

not available in· the website of Ministry of .Commerce/DGFT. The Committee in their 
. . . . 

45th Report (1611
' Lok Sabha) had, therefore, recommended that monitoriiig .of updating 

such data must be s!rengthenod and concerned officers responsible in the defaulting 

2:ones inflicted with. deterrent puni_shrnent. The Committee furtlr, recommended that 

/Joth the DGFT and Department of Revenue should strive for an efficient coordin,ation 

.:md integration in maintJining perio~ically reconciled data with a view to ensure proJ)er 

,;·1onitoring and evaluation of the 100% EOU scheme. 
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7. The, Ministry of Commerce and lridustry (Departrnent of Commerce) in (hei: 

/\ciion ·1 alccn Note on the aforementioned recommendation have Slated as under: 

"(i) All-Development GommisSioners (DCs) hc1ve been instructed to ensure 
regular updallon of delta relating to Export Oriented Units {EOUs) in their 
respective.Zories and all DC_s have complied with the instru¢ons issued. EoUs 
data is avallcible on their respective websites. 
(ii) D_oC is also in process of creating centralized website for EOUs with _a 
hyperlink from SEZ website. 
(iii) DoC has issued instructions to all Zones to regt.ilarly carry out Joint 
Monitoring meeting of EOUs as per para 7 (a} of Appendix 6 F and inst1uctions to 
DGEP and DGFT have also been issue.ct to insiruct their· field formations to · 
regularly attend Join! Monitoring meeting of EOUs so that data is regularly 
·re=nciled betw!:'6n office "of Developmont Commissioner and Jurisdictional 
Central Excise." 

8. The Committe_e note that in pursuance of their reconimeridation, the 

Ministry of Commerce and Industry (Department of Gommerce) have issued 

instructions to all Development Commissioners to ensure regular _updation of 

data ·relating _to Export Oriented Units. Tho Co-mmittee note the measures 

ini!:iated by the Mitiistry in this regard but they are of the vfew that mere issuance 

of instructiOns _ wlll be of Iittlci help unless there is proper monitoring to ensure 

effective implementation of those irlstructions. Further, the Committee have been 

informed that Departmen_t of Commerce is in the process of creating centralized 

website for EOUs with a hyperlink from SEZ website. H_owever, the Department 

failed to intimate the Coriimittee the precise date by which" it Would be complete·d. 

The Committee, therefore, desire the Department to take all necessary and 

effective measures to ensure that GCntraliz:ed·webSite is created at the earlfost 

The Comm[tte_e would like to be informed of the P.resent status of Hiis work within 
a period of one rrionth of the·presentation of this Reporl 

B. Declining trend of functional EOUs 

(Recommendation Para No. 7) . _ 
In their 45tti Report, the Committee had observed that the total number of EOUs 9. 

had gone down from 3109 in 2009-10 to 2608 in 2013-14. While the number of 

functional units had. come _do_wn from 2279 lo 2095 _ dUring the same period, the 

percentage of functiona[ un!ts to Iola! units had declined fmm 83 percent in 2010-11 lo 

80 percent in 2013-14 with corresponding increase in percentage _of non-functional and 
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debonded units. Further, there was a gradual reduction in EOUs _after the SEZ.Act 

came into force in 2006-07. The Committee were also constrained to observe that the 

share of EOUs in overall exports had been declining during last five years barring a _ 

marginal improVemeni in 2010-11. In addition the growth rate of EOU exports was not 

commensurate with growth rate of overall exports of the country except in 2013-14 and 

it turned neQative during 2011-12, While disapproving the failure on the part of the 

Ministry in dealing with the matter with firmness· and promptitude it deserved, the 

Committee recommended that necessary corrective measures be initiated to arrest the· 

declining number of EOUs while prescribing specific timelines and· measure·outconies 

so that the b'3slc objectil/e of export growth is achieved. 

10. \he Ministry of Commerce and Industry (Department of Commerce) in their 

Action Taken Note on the aforementioned recommendation have·stated as under: 

.PApart from inclusion of Panda Committee recommendations· in FTP on 
01.04.2015, the following corrective_ measures have .ilready been t,J.ken: 

1. DGEPJDoR had issued en.ibling notification jn respect of changes that 
have been incorporated in FTP 2015"20. · 
2. In Union Budget 2016-17 provision has been made for extending 
warehousing period for al! EOUs. Warehousing period for 100% EOUs, EHTPs 
and STPs having permission to carry manufacturing or other operaiions fot 
inputs and capital goods has now been extended till their clearance from the said 
.premises (which was earlier limited to 3 and 5 years respectively) from the date 
of warehousing thereof. · 
3. CBEC vk!e circular No. 35/2016-Cus!oms dated 29.07.2016 has done 
away wlth mandatory warehousing requirements far EOUs. Earlier warehousing· 
provisions in Customs legislation are substiiuted with 11ew provisions where"in 
custolTls control over pub!ic and private warehousing shal! be document based 

· rather than through customs personnel, Which is expected to lower transaction 
cost and aid faster clearance of consignments. 
Department of Commerce has atso initiated the fal!owing:-

1. , DoC has recommended to DoR to do away with Cost recovery charges. 

2. DoC has recommended to DoR to explore the possibility of expanding the 

scope of pre.authenticated procurem.ent certificate." 
. l .· 

·11. In their-ori9inal Heport, the Committee had recpnimended the ·Miriistry to 

initiate corrective measures.so as to arrest-ttie declining number ofEOIJs. From 

tim Action Taken Notes the ·committee· find that a number of steps· such as 

i.><Jlling notific;itiou in resped of changes that have been incorporated in ?TP 
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20i5-20, making provi:sion in Union Budget 201G:-i7 for· xt&ndinu w;,rehousin[.1 

pcrieid for all EOUs and doing away with 1n;rndato1y warehousing requin:,roents 

for EOUs etc. However, the Committee find that tho /\ction Taken Note of fhc 

Ministry is silent about the result achieved affor taking such steps. The 

Committee would like to be apprised of the same. Further, Department of 

Commerce had recommended to Deparb11cnt of Revenue to du away with cost 

recovery charges," and to explore the possibility of expanding the scope of pre-_ 

authenticated procurement certificate, but they have not apprised the Committee 

as to when such recommendations were made and whether the Department of 

Revenue have im~lumented the same Or not The Committee, therefore, exhort 

the Department of Cdrnmefce to apprise them about the present status of 

implementation. of those rccOmme-ndations by the Department of Revenue and 

the outcome thereof h1 regard to the declining number of. EOUs. The Committee 

also desire the Department of Commerce to improve upon their ~oordination with 

Department of Re1lenue by periodical joint meetings to_ speed up the 

implementation of HU! measures to boost the growth of EOUs.-

C. Analysis of tht!' Scheme 

(Recommenda:tfon Para No. 8) 

12. The Committee found that owing to their flexlbi!ity and unique position, EOU 

Scheme flo_urished in 1960s, 1990s and upto mid 2000 but over a period of time the 

export from SEZs h"OO lllcreased as against the exports from EOUs as several EOUs 

and STPls had closed' iind shtffod their base to SEZs after partiaf fulfillment of their 

growth obligations. The ~mmittec were anguished_ to note that a detailed study ol 

compariso·n of benefits between SEZ, EOU and OTA units h'ad not been conducted by 

the Department· of Revenue .or Department of Commerce. However, from _ the 

_comparison of benefits. given to SEZ units and "EOUs lh_e Committee notiGed that while _ 

the SEZ units were entilfed for duty free imparts for seltiilg up unit, no duty free benefits 

were extended for seftihg up EOU. Similarly, SEZ units were given IT Exemption on the 

export profits as per section iOM of Income Tax Act, no such Income Tax exemptions 

on export profits since.April, 2011 were given to EOU units. Further, inTegard to SEZ. 

units DTA Sale is on payment of full duty, while for_ EOUs it was on Payment of _ 
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concessional duty. In case of SEZ units, supply of goods from DTA to SEZ stated as 

physical exports, ·\fl.1i[e in case of EOUs it was stated as deemed exports. The 

Committee also, found fuat a detailed study about the experience of other cOuntries ·in 

\he field had also not been made. They had, therefore, desired that specific analysis of 

the benefits accrue to the SEZ unifs and EOUs be dona so 3s to avoid shifting of EOUs 

to SEZs, Thereafter, a suitable strategy be evolved far attracting EOUs into the 100% 

EOUs SGheITle and all necessary steps should be taken to remove the 

constrainls/impedimen!s in their_ sticcessful operation. The successful experience of 

foreign countries can be dovetailed so as to accelerate tlie pace_ of development of 

EOUs. 
13. · In their Action Taken Note On the aforesaid recommendation, the Ministry of_ 

Commerce and Industry (Department of Commerc-e} have stated as under: 

".Comparative analysis of SEZs and EOUs are reproduced below; 
Similar~ies· . -------·--· 

S.No. SEZ EOU -+~-~~-~=-~· ------ --- --··. 
1. Exemption from payment of 

Central Excise duty/Custom duty 
on domestic nrocurement / imnort 

I-- .. 
2. Sha!! be Net foreign exchange 

earner . -
3. 100% FDI through automatic 

route -
4. No !lcense for import including 

second hand machineries. 
5. Availability of ME!S 

Exemption from · payment of Central 
Excise duty / Custom duty on domestic 

rocl.lrernent / im ort ---· ··-··-··--· Shan be Net foreign exchange earner 

------
100% FD! through automatic route · 

No license for import including second 
hand machineries. 
Availability-of MEIS--------; 

------------·- ---.--

Differences: 

S.No.1~~~- __ .S_EZ ___ ~-~-~r.-~=--~EsOcU"cc 
1. A SEZ unit cart on[y be set up in A 100 percent EOU Scheme 

the demarcated custom bonded specially offers flexibility in LoGation 
areas notified under Section 76A as -unit can:be establish_ec! ·1r_1 _8:ny 
of the Custom's Act, 1962 where industrial or Commercial aieas. 
documentation & assessment ·can 
be done in the zone itself. 

---·--· ~-~~~-~--!n SEZ convernfon of existing unit Conversion of existing. unit into 2. 
is ilot allowed_. _____ .. 100% EOU ls g_ern:iis_sib!e. 
No investment criterion is Minimum investment o"f'R',--~,-,-,-0.-,-.---; 
prescribed 1.mder _the SEZ in plant and machinery is prescribed 

_""s"cheme. __ exs;e_p0!0fo0 ,_c0 e0rt0a0ic~s0e=ctors. 
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. 

s 
-,---

.. ---- -----------pern1issible ori Com:c>os1onal duty exemption 'fJTA Sale IS 
payment of. op plicc1l1!0 mto of extended for DTA sale by an f:'.OU. 
dulv. ----
No cost rcr;ove 1y charges are Cost recovery charges c1rc 
a able __ ~y_ a S_E Z unit. recoverable from EOUs. 

Units ,m entitle c1'°"1,~e-,-e-m_p_t"lo-o-+>ucoc"its need to obtain reimbursement 
CST on suprlios of CST. from payment of 

from the OTA 
Supplies from D 

---------
TA to SU units The supplies from DTA to 100% 

are treated as ex 
Trading unit can 

>,POrt_s:.._ ____ _,.,Ec. O=cu,10,~tr~ated as Deemed Exports. 
be set up unde( Trading unft cannot be set up under· 

_____ _,.,t0ccecSce=he)lle. _ --~---!he Scheme. 
Dt:lty Free Bencfi t Is available for Na such benefit 1s available for 
settin~ LIEJ of SEZ 
100% Income T 

Unlls. l.:.OUs. ~--ax exernptfon on No such benefit is available for 
export income for SEZ units· under EOUs. 
Section 1 OAA of the Income Tax 
Act for firs! 5 ye ars, 50% for ne;d 
5 years tlwreafle r and 50% of the 
p!oughed back export _profit for 
next5_~?!s . 

Following stEips have been taken by DoC to rna_ke the EOU scheme more attractive: 

DoR has been requested: 

1. To consider the proposa[ of exemption of EOUs from payment of CST. 
It. To consider the avaflrnent of facility of availing duty free inputs far setting up unit 

under EOU scheme. 
ii[. To examine the possibiHty of providing ihvestment linked IT exemPtion for 

·EOUs." -

14. Upon noticing that the export from SEZs h'.ad increased iis against the 

eJCl)orts--from EOUs as several EOUs and STP[s had c!ClsC!d and shifted their base 

to- SEZs, the- Committee in their Original Report had desired the Ministry to do 

specific analysis-_of benefits accrue to the SEZ units and EOUs so as to avoid_ 

shifting of EOUs to SEZs. A suitable straforiy should be e".olved making 100 

- porccm.t EOUs scheme attractive and necessary steps be taken to rem6ve_ the 

constraints/impediments ln their Successful opuration. Further, the Committee 

desired that successfui experience of foreigit countries can be dovetailed so as 

to accelerate the pace of development of I:OUs. from the 'Acticm Taken Notes, 

the COmmittee obse_1·ve that though the Ministry of Commerce and Industry 
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(Department of Commerce) haVe done comparative analysis of SEZs and !=:Olis, 
' -11:iey have neither initiated any steps towards evolving any strategy io ;:ittrar.t 

EOUs into 100 percent EOUs Scheme, nor they have taken any stops to r_cmove 

the consfraintslirnpediments for their -succc_ssful operation. Action Taken Notes 

am also silent about the study of successful experience of foreign countries. The 

Co~mittee are Shocked that while they recommended new steps and suitati1e 
strategy to remove their impcdimonts and constraints fo_r successful functioning 

of EOUs, the Ministry ·of Commerce have merely requested Departmont of 

Revenue for certain relaxations. However, the Committee hav:e a!sO not been 

apprised as to whe_ther those proposals have been considere_d by the Dl;!partment 

()f Re Venue _OF not. The Committee while reiterating their earlier recommendation 

desire the Department Ot Commerce as well as the Depa~ent of Revenue to take 

urgent imd effective measures to_ avoid shifting of EOUs to SEZs and bring them 

into the 100 percent EOUs scheme. 

D. Revision in Annual Progress Report 
(Recom\-nendation Para No. 13) 

15. The Committee. obseived that the domestic procurements made by EOUs have 
. . . . 

not beei:i reported in l:he Annual Progress Reports {APRs). Further, the duty foregone 

in import and domestic procurements made by the units wen~ arso not captured in the 

QPRsfAPRs. In 13 cases, procurement of indigenous inputs from OTA amounting to 

'{' 549.50 crore where suppliers claimed deemed export benefit for the supplies made to 

EOUs has not been reported by EOUs in AP Rs. Apprising the Committee about .the 

· Pumber of APRs not received till December, 2015, the Ministry of Commerce and 

lndusby submitted th.at· 360 units have not submitted ~eir APRs and Show Cause 

Notices (SCNs) have been issued to them for delayed/non-submission of the same_ The 

Committee had desired to be appriSed of the final outcome of the SCNs issued.- As 

regards tile issue of revising APR format to include a cofumn on dufy forgone data, the 

Ministry stated that· lt wil! be examined in consultation wtth the concerned 

Ministrles/Departmcmfs. The Committee desired that the Department may- initiate 

measures urgently to ensure that the proforma APRs _are (Ilodified to the extent to 

1;-.r.lude don1e~lic purchases and corresponding duty foregone. 
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iG. In their ATN to.tile aforesaid 1ecomrncnUalic1.1, ii,tc fv;inisiry of Commerce and 

industry (Department of Commerce) have submitled as under: 

"lns!nictions have been issued to the zones to ensure timely" lil!ing of /\PRs by 
the EOUs. lt may be noted that proforma ·of APR alrec1dy inch1des domestic 
purchases at column 29 to 34. Further Doc has reCOmmcnded DGFT for revision 
in APR proforma tci incllide corresponding dti!y forgone in APR proforma and 
include domestic purchases and corresponding duty forgone in QPR." 

·11. The Committee are constrained to observe that in response to their 

recommendation _regarding "including of domestic purchases and corresponding 

duty foregone into APR Proforma, _the Department of Commerce.. ha\/e ·merely 

recommended th!a' DGFT for revision of APR proforma to include the same. 

However, ATN does not reflect any concrete action taken either by Department of 

Commerce or DGFT-ill this· regard. 'rho Committee viow with disapproval the 

failurn on the part of both the Department of Comrrierce as well as DGFT in 

dealing with m~tter with firmn_css and promptitude it deserved. The Committee_ 

would like to be infonnecf of the final outcOme of the SCNs issued consequent 
upon failure of 360 units in filing APRs. 

F. Cases of Non-Compliance and Policy Mis-RepresClntation 
(Recommendation Para No. 15) 

18. In their Orig[nar Report the Committee found cases of short/non!evy of-duty of, 

ir~egular availing of con~ssions on clearance of finished goods into OTA, 

clearance/sale of marble in OTA in violation of provisions of FTP, short payment of duty 

on·sale of scrap in DTA, non-paymen_fof proportionate Anti-Dumping Dtity (ADD) on 

DTA clearilnce, irreg:ular DAT sale by 100 percent EOU despite negative Nl"E and non 

reversal of cenvat Credit on clearance of goods witflout payment of duty etc:. The 

Committee a!so obseroed the cases of non-availability of data of cases received for 

fiiation Of. ad hoc norrns and finalization thereof, Noh-le_vy of duty on consumplion of 

imparted inputs/raw materials/consumables etc_ other them those a!fowed under SION, 

Non-recovery of duty forgone on excess consumed _ imported inputs/raw materials, . . . 
Violation of conditions in LoP, Non-realisation of Foreign exchange, Appficabilfly of 

c.-entral excise exemption notifications is~ued under section 5A of the Centra! Excise_· 

· Act, 1~44-of EOU, ambiguity in tl1e FTP and_ CE notffica\ion etc. fn this regard the 
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Committee were infom1ed that in case of admitted Audit observations, Show Cause 

Notices have been issued, some cas~s were under process of adjudication, i[1 some 

other caseS penalty a!ongwith interest hm:r been recovered· and instructions had also 

_ been issued to_ field formations for taking remedial action as per specified procedure in 

several other cases. Tho Committee strongly urged that the matter should be_ ec1mostly 

pursued with the jud_icla! authorities with a view to secu1 ing early finalisation of these 

cases and the final outcome in each case be reported to them. The CommitteEl also 

desired that.details of the cases where SCNs have been issued be prcivided to thElm 

alongwith recovery 6fdues. 

19. The Ministry of Rnanc,:;, (Department of _Revenue) in tiieit Action Taken Noto on 

the aforosald Recommel]dallon have submitted as under: · 

"All the CommisslOnerates have been requested to adjudicate the SCN as early 
as possible and-made recovc1y. The current status of SCNs issued is as under· . 

. 
Short 
levy of Name ofthe Nature of du<y S.N Unit irregularity 
{Rs. in 
lakh~ 

Non-levy of ducy = 
consumption of 

GKBRXLcns imported inputs/raw 
l PvtLtd :materials/ --

consumables ck. 
other tl,= ilio~ 
allowed under SIQN_ ----- - -

M/s Kenrrock Incorrect availing of 2 Indus!ries and Cenvat credit 68.83 
E-·ortLt\l. . 

- ... --- . 
M/s.Kemrock Non-payincnt of SAD 

3 Industries and on clearance made to 94.94 
-- __ Export:_~d. DT> 

M/s Sun- Wrongly availed 

4 Pharmaceutic Cenvat credit on 63.45 -al Industries payments towards 
Ltd. sales com.missiorns. -- -------
M/s Not1-paymcnt of SAD 

5 
Aishwa:ry-,1 on. clearance mn.de to Plast Export 

DTA 152.~.4 
PvtLtd - - _ _L' _______ " ___ . -

. - -, 
. 

SCN No. & Date 

Two SCNs i3Sucd to M/s GKB 
ssue 

F on 
pt nJ: 

Rx M. Ltd. ·on similar i 
based on para ' of So 
"PA-100% EOU# "" kc 
call book =d pending foe 
adjudication 
- ·--
'l'he Tribunal has dcci,lc d llic 

oilier 
bjcct 
pted, 
o fuc 

urrent 

case '" favour of on 
assessee on the sam.e Sll 
matter. ·Orrlcr nol acce 
Department in Appe,al ' High Court, "" pee C 
instructions the, cases ca onot · 

been 
Book, 

be dccidec:I =d so has 
transferred ,o the Cwt 
pending llic declsion of fue 
Hon'blc Hight Court. 



M/s 1(1<:l 
G fn,lustries 

~-- -

-M/s Skipper 
Electricals 

7 (India) Lld 
Unit-II, 
Bhiwadi. 

M/s Skipper 
Ekctricali:; 

8 {[ndia) Ltd. 
Unit-ll, 
Bh.iwadi, 

M/s. Gctrag. 

9 
Hi-Tech Gears 
(Indiaj Pvt. 
Ltd., BhJwadi 

M/s 

10 
Chaitanya. 
Minerals, 
.Jajpur 

M/s Smruthi 
11 Organics, 

Sol~=ur 

M/sVugo 
Valves & 

12 
Controls Ltd., 

P=s 

M/&BAG 
l!:l.ectronie& -

13 
(lndiaj Pvt 
Ltd. Pune-1!1 
Cipla Ltd. 
[unit II] 

14 

-

Dep1·eciw_iou Vl~ s nu l 

co1nputed 6.01 

propora·iorialdy. 

-

Tndige-.nDUS s apital 
goods were 
under EPCG lice 

taken. 4.59 
nee. 

~

Rate of duty. wr Ongly 
a. applicd·on i"ejecl 

Under Rule 2(aJ 
CENVAT 
Rules, 2004 

of the 
Credit 
apital 
dude 
C 

Goods <lo not in 
Motor Vehicles. 
Finished 
cleared. 

goods 
ac 

1.6G 

4.23 

19.11 

Show c.~use Notice i&sued 
vide C. No. 
V(85)80/Dcrn./KEI/ BHD-
H/2015/4525-26 dall.d 
03.12.20lf, for the amounl of 
Rs. 3,26,644/-. 

Shuw Cause Notice issued 
vidc C. No. 
V[85)81/Dcru./I3HD-
I/ 20 l5 /9355 dated 27.01.16· 
for the amount of Rs. 
84,255/~ 

SCN issued vide C. No. 
V(85)82 /Dem. /BHD-
I/2015 /9351 dated 
27.01.2016 for the mnolWt of 
Rs. '1,58,746 -. 

SCN is&!ied vide C.No. V-
87{15)11/CCR/CM/JPR/201 
5/1140-11_41 dated 
24.06.2015 arnOunting to Rs. 
4.23 lakhs. 
Show Cause 
V/15-56/Adj/ 

Notice F.No. 
ADC/15-16 

concessional ra - "'~-• ____ ,_..d_ated_l?.0_','2:)_6_._ __ -···---> 
at 4.75 The party had .filed an appCal Duty paid 

concessional ate on in CESTAT against the OIO ' stocl<: of finished No.PUN-EXCUS-001-PR.COM-

goods 6:l.IS 007-16-17 dt.23.06.2016 on 

Clearance of pro 
into D'l'A in ex 

ducts 
,;ess of 

peni:Litted limits 

22.09.2016 vide appeal 
2016 

---l---+-------~-------
Clcmance of pro duels. 18.87 

ess of into DTA in exc 
permitted limils 

4 SCNs involving lolal 
diffcrcntial duly of Rs. s:·12 
er. had been is,med. 
The unit had paid. undcr· 
protest the amount of Rs. 
3.04 lakhs as the qifferential 
of Central Excise duty for the 

-----'-----"-"'eene·esdc 2009-10; Rs. 31.17 -



16 

17 

i 
I 

I ·8 

-VVF 
'ted 

M/s 
Limi 

s VVF Ltd M/. 

-

A= M/s 
Pl= ·Ucs Ltd 

sA R 
horulks 
Ltd, 

~--

-

13 

--

-
Cleanmcc of.products 
.into D_TA in e,ccess of 
permitted limits 

ln::egular availing of 
concesruons OIL 

clearance of finished 
gaods into DTA 

' 

-- -
Clearance· of products 
into DTA in excess of 
-pennilted limits 

.. --
Irregular availing df 
con.cessi.ons on 
clearance of finished 
oods into DTA - --·· --· ---

··------l<>kh, for fue period 2010- U · 
=d Rs. 36.65 lakhs fo; the 
period 2011-12. SCN have 
been taken up for 
adjudication fl.nd PH ha<l been 
held on ll.Ol.20lfi_ 

------- -
SCN of R8.ci6'1.5.0 U,khs has 
been issued vide 
No.V / Adj{SCN] 15-171/ 
Cornmr/2014/BP:L dated 
17.04.]4 and confit-med vide 
0-1-0 No. 33 dated 
28.01.2015. 'l'he assessee has 
filed = appeal in CESTAT 
and paid the mandatory pre 
deposit of_ Rs.1,62,42,303/". 
Tue matter i.,; still pending in 
CESTAT .. 
SCN a)Jlounting t() Rs.JS.87 
lakhs dated 19.03.14 issued 
which was confinned vide OIO 
No.BµlapUf /Tal/R-_ 
_VI/ ADC/TKS/2014--15 dfilcd 
30.12.14 alongwilh ink-rest 
and p=-alty. The =csscc has 
filed on appeal ill CESTAT 
and paid the mandatory pre 
deposit of Rs.1,88,780/-. 'l'he 
matler is Still · pending in 
CESTAT. 
SCN vide F.No.V/Adj(SCN)l5-
106/ADC/213/Bel dated 
21.04.2014 had been issued 
amounting to Rs.33.90 !akhs, 
The said SCN hilli been 
confirmed vi.de 010 
No.Belapllr/Bel-I/R-. 
V /44/ADC/TKS/ 14-15 
dt.20.01.2015. '!'he assess;ee 
has filed·an appeal in CESTAT 
and paid the mandatory pre 
deposit of Rs.3,39,000/-. The 
matter " still pcpdii1g ;n 
CESTAT. -
Show cause c= demand 
notice hsd been i.ssued for RS. 
53.94 lald1s on 13.3.2011·. 
--
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,o 

21 

22 

23 

24 

/s Gaia M 
r, ecimon 

-

/-s Orchid M 
C 
Ph 
hemicals & 
annaceutic 

"' s Ltd 

M /s Myfan 
aboratories L 
Llmil 
(U 

ed, 
nit-Ill) 

/s 
urobindo 
M 

A 
Phs 
Lim 

rma. 
-ited 

·--· 

/a &Uri M 
Ph 
el 

Lt 

annaceutic 
fndustrics 

d. 

-_,_ -

/sKLJ M 
0 n~clill" Ltd. 

i4 

- -
Irrcg,tla.r a.vaiJjng _ of 
concessrnns on 
clc,1.rance of finished 
good;, into D'!'A 

126.52 -

Non-paym=t of SAD 
on clearance made to 
ITTA 

--
91.11 

Service Tax not paid 
on sale of. Dossier for 
!he period July 2012 
1oMarch2014 

-
4.53 

-

Vnmgly availed 
Ccnvat credit on 

33.62 
ayments towards 
ales commissions. .. 

2.09 
--

----
Show cause notice bea. ')fl~ 110. 

57 /la;ib_ 

4/4'c15 
for an 

0, 15?;/ · 

V /Adj[SCNJ ' ' ---Precision /KJ./Th-l/ 20 J 
dated 0?.0S.2Ul4 
am.aunt of Rs. 15,4 
had be<',.r\ issued. 

SCN for _·R,;.3.89 I, tkhs. has 
aled vidc 

04/2.015 
arty has 
I Co 
e appeal 
.15. 
lkhs, the 

already_ been ·adjudic 
O·I-0 No. 
dl.18.05.?.015. The, 
gone m appea 
Commissioner (A) vid 
No.227 /2015 dL07.08 
SCN for Rs.16.41 I, 
SCN had been trans~ ei:red to 

ilar case Call Book as in a sim · 
in ~s,,= of Mfs Micro 

{Tn. Ink:(201'1-{303)ELT9~ 
Ahmd)), the Dcpari:Jn eut has 

Court. ~one in app_eaJ to High 
SCNs N0.116/2015-ADJN(ST) 

015 had 
period 
for an 
4 crorc. 

(Corrnnnrj dt20.10.2 
been issued foe !he 
2012-13 '° 2014-15 amount of Rs.138.1 
11,e 

-
ceoc IB cling for p~n 

adjudication. 
SCN No.l 17 /2015-ADJN(8T) 

015 had (Commnr) dt.20.10.2 
~been issued for the pe1iod 

2014 for· 
4 crnre, 
Ollill of 
rtams to 
for lhe 
·case is 

on0. __ ~
otice of 
as been 
15. 'l'he 
erred to 
of the _ 
Hon'ble. 
lhe case 

tics Ltd., 

July, 2012 to March 

= amount of Rs.9.6 
in which = = Rs.4.53 crorcs pe 
Dossier Sales LC 

subject audit. The 
ncndin_g foi a,ljudicati 
A show cause n 
Rs.33.61 1ak:hs h 
issued on· 21.10.20 
SCN has been transf 
crul book in v,ew · 
pendcncy· of appeal in 
Gujrat High Court in 
of_M/s Essaar Ligi:s · 
Surat. 
SCN Jo'.No.V( CH.38)3-

15 15 /DIV JI/ .ADC /2014: 
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----------
dt.28.11.2014 hat! been 

adjndicatcd & cunfumed vide 
()10 No.41-

42/ADJ/DFM./AfJC-MS/ 15-
16 dt.2'l.10.2015. The party 
had filed appeal before the 
Connni,.sioncr, 
Vadodara-11. 

Appeals, 
TI« 

Corrnrrissio:ner(Appeafa), J,a,i 

set aside the impugned 010 
vide OIA No.CCESA-VAD(AI'P-
H)MM-140 lo 150/2016-17 
dt.30.06.2016. Now the 
Depai.i:m.ent has filed an 
appeal before CESTAT and the· 

same m pending in CESTAT 
____ _,_ _________ _, ____ _(_'Ah~medabad. 

SCN ~~~---"v".,"h-.","6°/"ts"--, 
10/0A/Cadila /ADC/ 
Div.II/2014 dt. 17.09.2014 for 
Rs_. 15,96,969/-issued. 'l'he 

M/s Carlila 
25 Health Care 

Ltd. 

M/s Carlila 
26 Health Care 

Ltd. 

M/s GEA. 
27 

Phmma.Ltd. 

Wrnnglj,- availed 
Ccn.vat credit on. 

ee-,d~ · 15.97 payments ,v .. ~ v 

aales commissions. 

In.correct availing. of 

C'.envat credit {work 14.90 
ct1ntract) 

N~n kry of Service 

T= 18 

same had been confirmed vide 
Adjudication order No.VAD-
CXCUS--JC--038-15-16 
dt.15. i0.2015: The asScsscc 
had filed an appeal m 
CESTAT and paid the 
mandatoi'y pre deposit of 
Rs.1,59,697/-. TI1e matter is 
still • in CEST.0AcTc, __ _, 
SCN no. V.ch.29 / 15-
11/0A/Carula /IC/2015 dt. 
14.05.2015 had been issued. 
The same had been conJirrned 
vide Adjudication order 
No.VAD-CXCUS-001-JTC-
080-15-16 dt.30.11.2015. 
Appeal .filed in Commissioner 
.(Ajlpea.IJ on 07.01.2016 with 
7.5% re-denosit. 

SCN dated 09.10.2014 for Rs. 
31,73,099/- for fue period 
from March 2010 Co March 
2014 =s issued. The smm, 
had been confirntcd vidc 
Adjudication order No.VAD-
CXCUS-001-JTC-048-15-16 
dl.29.10.20l5. _The assessee 
hsd fiforl /lll Up:f:>Cal agai,ist 
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-
I 

------

----

M/s Jl.fESCO Non payment of WW 
28 Ltd., Jajpur, on ckarrw.cc: made to 

Oilisha DTA 

- -
M/sAVT Duey no< paid nn 

,u Mc:Cormic:k "goods dcslroyed 
Ingredients though 1usurnnce 
Pvt. JAd claim was received, -

-
Excess DTA 

30 
M/s Sun 

clea.rance beyond 
Pharma Ltd. 

90% of e:,tpotts 

I--"' --
·M/s Bellota Irregular availing nf 

31 
Agrisolutions cop.cessions on 
and Tools Pvt clearance of finished 
L,d oods into DTJ\ -

Unit paid COinm.ission 

M/s Synthite 
tn foreign agents 

32 under Section 66A. 
jnduhies Ltd 

However, no serVICe 
tax was levied. 

M/s 
Goodricke Non-recovery of duty 

33 
Group Ltd., forgone · on =ess 
[Instant Tea consu;med imported 
Plant), in.puts/raw malerials 
Jalpalf,,uri -

F. No. V(84)15-

34 M/s Fairfield 267/AD,I/COMMR 
Atlas Ltd /"J,{OP/14 dated 

27.11.2014 

F_ No_ V(84) 15-

35 
M/s Fairiield 252/ADJ/COMMR 

- Atlas Ltd /KOP/14 dated 
03.09.14 

-----

I 
- -

I 
162.25 

19.85 

-
591.18 

. 

10.57 

7.51 

709.00 
"1Dng 
willi 
inkrest 
Of Rs. 
340.00 

. 

98.41 · 

2412.00 

the scid Ol 
A)p'cc"-1. "le_ 
SCN 1/WU ed vidcc c.· No. 

djn/D--II/54/ -V(2G)l5/A 
2015/SOl-503A dated 
13.01.16 for Rs. 
l ,?.8,68,70 -

2• 
SCN No. 17/2016 Cl£ dated 

foe 15.02.?,016 
Rs. 14,47, 6'16/-. 

Show c,_ use Notice under 
F.No. 
07/Co= 

V(29)1C,-
/Adj. /Sun/2015-
05.11.2015_ As per 
of COEC Circulm-
1/20)6-CX 

Jfi dated 
para 6.2 
No.1023/1 
dt.08.04:2 016 the <:ase was 

, lo call book. t:I:ansferred 
The party: had filed appeal 

rno against fu, 
X/2016 _ No.91/CE 

dt.28.06.2 016. ______ ----l 
SCN nn. ·103/2015-ST dt. 
17.06.201. 5 issued for an 
amount-n 
covering 

f Rs. 7.51 )4hs 
the · period from 

2013-14. ~-~~
ee had filed appeal 

2010-11 to 
The assess 
before 
Kolkata 

fuc HOn'blc Cl!:STAT 
on 29.04.2016 

against th c 010 passed. by the 
ner, Customs, C.Ex 
illigmi with a  -pre-
of Rs.80,65,000/-

Com..missio 
· & ST . . s 
deposit 
{7.5%' nf the confirmed 
amount vid.e ClN 
No.051000 4150201600132 

016 . dt.15.03.2 
Demand 
vide OIO N 

had been dropped. 
o.Kf ,H-EXCUS-000, -
15-16 COM-050-

dt.25.02.2 016 pa~sed by 
Commissio 
Commissi.o ner vide OI0 
No.KLU-E XCUS-000-COM-

dt.11.01.2016 had 
l<S.13,20,54,527 /-

droppcg __ 

022-15-16 
cun.firmed 
=d 
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r- - -----
-

M/s Abh.ishek 
1,·_ No_ V(52)15· 
242/ADJ/COMMR 36 Corpoiation /KOP/ 14 .dated Ltd, Kolhapttr 04.09.2014 

M/s 
lnte,natlona l Incorrecl availing of S7 Packaging 
Prodctcts Cenvat credit: -
Pvt. Ltd. 

unit has not obtained 
M/s Santee permission fo, . job 

38 -k fi-om Ex:i.m. Pvt Ltd jurisdictional Division 
office ----

M/s Jl/.izoram Irregular availing nf 
Venus conce,;sions = 

S9 Bamboo clearance of finished 
Product (P) goods into.OTA 
Ltd., Ai,;awl 

--- . 
_M/sAxiom Clearance of products 
Cordages Ltd in.to DTA in e:i<cess of 

pcr:mitted limits 

-
40 

-- . ·--
M/s Naffar Depreciation was no< 

I Chandra Jute con:rputed i Cl Mills Limited, proportionately 
Nadia 

I 
' ' M/s Galaxy Credit un duly ·paid 

' Surfactant, = capital goods i 0 :2 Navi Mu.mbai 100% instead of 50%. ' ' ' - -

997.87 

19.58 

-

13.06 

76.30 

-

---· ----~ 
75,736/· Rs.JO 91_~ 

Commi~si oner vide 010 
No.KLH-E XCUS-000-COM-
026-15"1 6 rlt.11.01.2016 had 

Rs.4,80,44,348/-
dropped 

confirmed 
snd 
Rs.S,17,'[' 3,065/-. 

Farly ho 
12.04.201 

d filed appeal on 
6. The assessec 

d pre-depaslte of 
55/- vide RG 23A 
t.15.03.2016_ The 

d signatory Shri-

has pru 
Rs.2,19,4 
Parl H ,, 
authorize 
Rarrm\was Saini, afuo paid 

1te of Rs.21,5'/0/-
llan No.00256(SBI) 

pre-depos· 
vidc cha 
dt. lG.03.2 016,, _____ _ 

SCN has 
vidc o, been adjudicated 

0 No:52/ADC/D-
-31.08.2016. 1/2016 dt 

SCN has been adjudicated 
,ids a, D No_QS/AC/CE/ 
SIL/2015 dt.04.0l:2016 

g the demand dU:ty 
,965/-. 

confirm.in 
ofRs.2,65 

Two SC Ns issued to M/s 
ord,iges · Ltd. have 
udicated vitl:c 010 
SJl1/COMMR/Til-

dt_}6.03.2016. The 

Axiom C 
been adj 
No.13--14/ 
H/2016 
Assesscc 
deposit· o 
pr~_comli 
before 

has made pre-
f l'<S.22,94,760/- as 
tion for filing appcur 
CESTA1' Mumbai 

Bench. 
SCN h 
adjudicat 

as ·not yet been 
ed · rui l:he SCN rl.>ply-
ecn submitted by the has not b 

assessee. 

--'fhe SC N igsued. to 
Surfactants Galaxy 

M/s 
Ltd:, 

'l'aloja, N· 
bee_n ad.ju 

avi Mumbai hms not 
dicat<:rl J.'cOclc. __ 
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·,:,,: ·1 cui Committe::. find tha:t out of 42 cases in which Show (",ause Notices wr•1;, 

i.o.,L!c-d to l.he concemed units for various omissions committed by them, somte 

-~cJ:;c:; ae very old and involve huge financial loss to the exchequer for wan! oi' 

,,deqllale follow up. The Committee are constrained to ob-serve that Show Cau~:e 

Notices issued are pendii;ig for adjudication at variouS love.ls, thereby resulting in 

non-recovery of dues of crorns of rupees. The Comrnitteo am unhappy to note 

that the Department of Revenue havo momfy requested all the commissioncratc . 

· to adjudicate the SCNs as ·early as po:,,siblc and made recovery. HoWever, no 

concrete steps have been taken in this regard. Since a !argc amount of duty 

arrear is involved in these cases resulting in hu!Je financ[aI loss to the 

Government, the Committee emphasize that a special cell may be constituted in 

the Department of Revenue to keep constant watch over the pending cases and 

tal{e prompf action to eipedite the sanie at the earliest Tile Committee would like 

to be informed of the action taken in the matter within i.wo months of the 

presentatio_n of this report. 

E. Shortcomings ill the implementation of 100 percent EOU Scheme 
{Recommendation Para No. 17) 

21. Keeping in view several-shortcomings in the im_plementation_ of 100 per cont ·EDU 

Scheme resulting in drastic decline in the number of units as well as revenue under the 

scheme, the Committee recOmrnended that a high powered independent in(Juiry Should 

be ordered in the light of the facts =n!ained in the Report with a view to finding out the 

unscrupulous elements respoiisible for the rampant abuse of the Scheme and also \o fix 

responsibility of the ·officers_ for their various_ acts of omissions and commissions. The 

Committee had further desired that the Department Of Commerce and Department. of 

Revenue should conduct a comparative study of the benefits accrued to SEZ units and 

EOUs so as to find out the reasons for shifting of Eb Us to SEZ sector.· 

22. In their Action Taken Note to the aforesaid recommendation, the Ministry of 

Commerc·e and Industry (Department of ~ommerce) h:we submitted as under: 

DoC is of the View t_hat the number of EOUs has come down b"ecause of 
withdrawal of Income tax benefit. Some of the steps already taken by DOC and 
DOR such as regular Internal Audit of EOUs carried out by Central Excise and 
instructions ·tO a[I DCs lb regularly carry out Joint Monrtortn·g and engage 
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.Chartered Accountants for carrying out financial scrutiny of the system havo 
already been implemented." 

23. In-their vetting comments to the aforesaid Action Taken Note, Audit have sts1ted 

that Department of Revenue may furnish their comments. 

_ 24. ln response thereto, tho· Ministry. of Commerce and Industry- (Department of 

Comm_erce) have slated that Departrilenl of Revenue has been requested on 

27.03.2017 to furnish comments. 

25. T_he Committee find that the Ministry of Commerce has submitted a -

- compirafivo analysis of [OU and· SEZ Scheme, which reflected similarities and 
difference in Qperatio1.1 of both the schemes though it is not clear whether any 

comprehensive stud'{ as desired by the Committee was conducted to arrive at_ 

these conclusions. The Committee are also unhappy that their i"ecommcndation 

for high, powered independent inquiry to find out elements responsible for 

ramp_ant af:Juse of this scheme and fil( rnsponsibility ·of officials was completely 

ignored. The Committee reitereate that the Ministry sholl"ld conduct a 

comprnhisive study to identify the shortcomings in the EOU scheme and ta~e-
remedia! acfion· in a time bound manner so as to avoid shifting of EOUs to SEZ 

sector. Further, as the EOU S_cheme is neither able to attract Entrepreneurs nor 

contribute to the export growth, the Committee once again emphasise the 

Ministry of Commerce to conduct a comprehensive study so as to modify the 

EOU scheme to make it more attractive. The Co!?lmittee also reiterate that.a high 

p_owered Committee be -set up .as recommended by theITi earlier. Further as 

suggested-by Audit du!lng the cOurse of vetting, Department of Commerce have 

· requested to Department of Revenue on 27.03.2017 to furnish their comments. 

The Committee wou(d like to apprised of thf.l comments of the [)_epartment· of 

Revenue, in this .regard. 

NEW DELHI; 
4 December, 2017 
13 Agrahayana, 1939 {Saka) 

SHRI MALUKARJUN l<HARGE 
Chairperson, 

Public Accounts Committee 


