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INTRODUGTIORN

i, the Chat'me{sori, Pubiic Acc_dunts Commiltee (2017-18), having been
* authorised by the Cmnmitfee, do present this Eigh@—second Feport (Sixteénth Lok |
Sahha]-on Action Taken by the Government on the Observations/Recommendations of -
the Commiltee containred in their Forly-fiith Repori (Sixteen.th Lok Sabha) on
‘Pérfurmance of %00% Export Oriented U_ﬁit Scheme” refating to Ministry of
Coramerce and [Industry ﬁl;_?_lepartment of Commerce)- and  Ministry of Finance

(Department of Revenue).

2. The Fory-fifth Repoirt was presented fo Lak Sabhaflaid in Rajya Sabha on Eé
ﬂ.pnl 2016. Replies nf the’ Government to all the QbsewatmnsiRemmmendahnns
contained in the Report were received. The Public Accounts Cammtﬁee considered and
adopted the Eighty-second Report at their sttttng he!d on 8 September, 2[11? Minutes of
the sitting are given at Appendlx i. -

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. o

4. The Committee place on record their appreciation of the assistance rendered o

* them in the matter by the Office of the Compfroller and Auditer General of India. _

5.  An analysis of the action faken by the Govemment.on the Observations/
Recnmmendatmns candained in the Forty-fifih Report (Shdeenth Lok Sabha} is given at

_ Append;x il

NEW DELHI; : . SHRI MALLIKARJUN KHARGE
_ Y December, 2017 _ Chairpersot,
7 fgrahayana, 1539 {Saka Public Accounts Comimnittee




REEPORT

TPARY I

This Report.of the. Commities deals with the Action Taken by the Government on
the Observations and Recommendations cantained in their 45% Report (16™ Lok Sabha)
- on the subject "Performance of 100% Export Ordented Unit Schemé" based onh CRAG
Repnrt No. 9 of 2015 welated to Ministry of Commerce and Industry (Department of

Gommeroe] and Ministry of Finance {Department of Revenue)

2. In their 45”‘ Repa& which was presented tf:t Lok Sabha on EQH'IAPFH, 2018, the
Commitiee had deait with the 'u-rérinus issuas such és nnnnaVailabitity- of the Data in
_ EQU's Dedicated Websites, Daclining trend of EDL_IS,I lack of structured _-i.ntérhal audit
mechapisny in the Miniatry ‘of Commerce and Inﬁustry to assfst in oversight of the
functioning of EQUs, Non-filing/delay in fi Img of Annual"Progress Report {APR), cases -

of non- mmpiiance and Policy Mts~representatmn gl

3. The Acﬁon Taken Notes in respect of alf the 17 obsewaﬁunsfﬁedummendaﬁﬂns
have been received from the Ministty of Commerce and Industry {Departiment of
Commerce and MMinistry of Finance (Depariment of Revenue) and these have been

categorized as follows:

(i ~ Observations/Recommendations which have been accepted by the

Government:
Para Nos. 1, 2,3, 4,9,6,7, 8,10, 11,12,13,14, 15,16 & 17
Total: 16
- : Chapier- i
(i) Dbsewahunafﬂecummendatmns which the - Commillee do nc-t demre to

pursue N view nf the Teplies received from the GD"-IE!'II‘IIT‘EE‘..!"It

" Parma Nc:rs. g

Total; 1
Chapter - 1t




(ili}

(iv)

-2

L

Observatiors/Recornmendations i reshoct of  which replizs  of the

Gpvemment-have not been aceepted by the Committee ang which require

_reiteration:

Para Mos. ML

Tatal: NIL -
Chapter - IV

DE:rsewat:uns!Remmmenmﬂons in res;:ect ol which Gwemment havea

fumished interim replies/no replies:

Para Na. NIL

Total: HNIL
Chapter ¥

Gist of nhse'rvatiunsﬁ{ecnmniendationé contained in 45™ Report (16" Lok Sabha)

4.

The Committee in their 45 Report (16% Lok Sabha} on thé subject had madd the

fallowing 1mp0rtant ubsewatmnsfrecommendatmns

(1)

(it}

(lie)

- The Committee recommended that both the DGFT -and ‘Depariment of

Revenue shotld stive for an efficient caordination and integration in-

maintaining penndrca!ij-,r reconcilec{ data about the EQUs with a view to

_ ensuring pmp&r monitering and eualuat[an of the 100% EOU Scheme. -

_ The Committee desired that in addition ta lnctusmr] of Panda Cominittee

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

. initiated to arrest.the declining number of EOUs while pfascribing specific

timelines and measure outcomes so that the basic objective of expost growth

is achieved.

~ Specific :anaiysis of the benefits accrued to the SEZ units and EOUs be done’

so as to avold shifing of EOUs to SEZs. Suitable strategy should be evolved
for attracting EOUs into the 100% EQU scheme and af .necessary steps

~should be taken o remove the constraintsdimpediments ih thek successful

operation. The successful expérjenc_e of foreign countries can be dovetailed

so as fo accelerate the pace of development of EOUs.




{iv) [Extension of any incenlive or ceﬁcessicn, should be followed up with a
detailed evaluation to enablé the Ministry to assess the efficacy of such
incentives in terms of growth of the sector. Expott targets must be fixed for
each zaone and each unit by the Devolopment Commissioners alongwith
apprcwal of incentives anci faciliies to them in case of non-achicvement of
export target, incentives may he stopped. )

(v}.- A high powere{i independent inquiry should be ordered with a view o ﬁndlng .
out the unscrIpuious elements rgspnnsrhie for the rampant abuse of the

. .scheme and also to fix responsibility _-c:f the ‘officers for their various acts of
‘omissions and commissions. The Depardment of Commerce and Department
of Revenue should conduct & cumparatiue"ﬁtudy af the benefils acecrusd o
SEZ units and EOUs so as to find out the reasons for sr_iiﬂing_ of EQUs fa SEZ
sector. . _ '
5. The Action Taken Notes furnished by the Ministry of Commerce and !nciustry '
(Department of Gammerce) and Ministry of Finance (Départment of Revenue] have
been rehmduccgd in the relevant Chapters of this Repdrt. In the succeeding Paragraphs,
the Committee will deal with ithe action taken by the government on some -6f fheir
observations/Racommendations made: in ihe ﬁn‘ginal Re:pdrt, which need reiteration or
merit mmman,ts | 1
A Ncn-avaliahli"tv uf Data in EQUs Dedicated Websﬂe
{Recnmmen&aﬁmn Para No, 5} -
G. The Cr::-mmr!me found that naither DGFT nor DCs had put Up yearwise detalis in’

their websites viz. number of EOUs functioning, number of new eqtrants, numnber of
units opting out of ihe scheme, their exporisfimpotts efc. Consequently this data was
not available i the website of Ministrjr of Commerce/DGFT. The Ccmrﬁ'rttea in their
45" Report {15“‘ Lak Sabha} had, therefore, recommended that momtnnng of updating
such data must be Ehengthencd and concerned officers responsiie in the defauiting
zones inflicted with- daterrent pum_shme:_‘ut. The Committee furth~: recommended that
imth the DGFT and Dapartment of Revenua sﬁ&uid sfrive for an efﬁcient- coordination
and mtegratmn in ma;ntalnmg penﬂdacaiiy reconcied data with a view fo ensuwre praper

nonitoring and evaluation of the Wﬂ% EQH scheme.




T The Ministry of Commerce and Industry (Department of Cornmerce} i {heir
Aclian Taken Note on the sforementioned recommendation have siated as under:

Uiy, All-Development Commissioners (DCs) have heen instructed fo ensure
regular updation of data relating to Export Qrented Units {COUs) in their
respective. Zones and all DCs have complied with the mstmc:hcﬂs issued. I':GUS
data is available on their respective websites.
(i)  DoC Is-also in process of creating centralized websﬂe for EOUs Wifh a
hypedink from SEZ website.
(i)  DoC has issued instruchions to afl Zones fo regularly carry out Jaint
Momtormq meeting of EOUs as per para 7 (a) of Appendix 8 F and instiuctions fo

. DGEP and DGFT have also been issued to insfruct their field formations to
regularly attend Joint Monitoring meeting of EOUs so that data is reguiarly
recanciled -between office bf Development Commissioner and Junsdactmna!-
Central Excize "

8. The Commiftee note that in pursuance of fhelr recnnimeﬁdaﬁon, the
' F.ﬂlmstry of Commerce and Endustry (Department of Gammerce} have :ssued
instructions to alt Development Commlssmners to emsure regular updation of
data -refating fo Export Oriented Units. The Cominittes note the measures '
inttfated by the Mitistry in this regarcf but they are of the view that mere issuance
‘of instructions ‘wiit be of little help unless there is proper mumtunng fo ensure
effactive tmplementatmn of those insiructions. Further, the Commitiee have heen
“informed that Department of Comimerce is in the process of creating centralized
website for EOUs with a hyperlink from SEZ website. However, the Department.
failed to infimate the Conimitiee the precise date by whick it would be complated.
The L’:n:hmittee, Hlerefcre desire the Departmeni to take all necessary and
effec:twe measures to ensure that cenfralized website is croated at the earliost,
Tha Commtttee would ilke to be informed of the present status of this work within

a pnrmd of ane manth nf the- presentatmn of this Repurt.

B. Dechnmu trend of functional EGUs

(Recommendation Paraz No. 7} .
9. . In their 45" Repor, the Commitiee had ahsewed that the totat number of EQUs

had gone down from 3109 in 200910 fo 2608 in 2013-14. Whie the number of |

‘functional units had come down from 2279 to 2005 during the same Pperiod, the
percentage of functional units to tofal units had declined from 83 percent in 2010-11 to

80 percent in 2013-14 with coresponding increase in p._ar-::e_-ntagé of non-functional and



debonded units. Further, there was a gradual reduction iﬁ EOUs _aftef the SEZ.Act
came into force in 2006-07. The Committee were also constrained to observe that the.
share of ED{js in overall exports had been dec[inigqgj during last five years b-a_rring a.
marginal improveraent in 2010-11. in addition the growth rate of EQU exports was not
commensurate with gmwth rate of overall exports of the country except in 2(113 14 and
it tumed nagative during 2011-12, While disapproving the failure on the part of the
Minisicy in dealing with the maiter with fimness and promiptitude it deaewed, the
Cammittee recommended that necessary correclive measures be initiated to amest the .

declining number of EOUs while prescribing specific timelines and measure cutcomes
so that the basic ob]ectwe of export growth is achioved. )
10. The Ministry of Gommercs and [rctustry (Department of Commerca} in their
' Action Taken ‘Note an the aforemcnttuned recommendation have stated as under:

- "Apart from inclusion of Panda Committee recommendations * in FTP on
01.04. 2(11 5, the ﬁ:-llowmg cc:rrectwe measures. have already been taken:

1. " DGEP/DaR had |ssued enabling notifi catlun in respect of changes that
have been incarporated in FTP 2015-20.

2. In Union Budget 2016-17 provision has been made for extendtng
warehausing period for alf EOUs. Warehousing periad for 1G0% EOUs, EHTPs
and STPs having permission o carry manufaciuring or other operations for |
inputs and capital goods has now been extended till their clearancs from the said
.premises (which was eatlier limited to 3 and 5 years respectively} from the dale
of warshousing thereof.

3. CBEC vidé circular No. 35/2016-Customs dated 29 07 2016 has done
away_with mandatory warchousing requirements for EOUs. Earlier warehousing -
provisions in Customs legistation are substiivted with new provisions wherein
customs control- over public and private warehousing shalt be document based
rather than thiough customs personriel, which is e:{pected to lower fransaction
cost and aid faster clearance of mnsngnments

Depariment of Commerce has aiso initiated the following:-
1. " DBoC has recommended to DoR m do away with Cost recovery charges
-2 BoG has recommended to DoR tn exptora the pﬂss:briity of expandmg the
scope of pre-authenticated procurement ceriificate.” T '
11, I their-originat Repori, the Committee had recommended ﬂ{e'Mi;;ist;y_tc. -
inffate corrective meas_ure-s_su as ta arrest-the declining number of EOQUs. Frﬁm
e Action Faken Moies the Comimittee find that a number of sfeps‘ streh as

issling noBhcation i respect of chanfges that have heen incorporated in FTP




215~ ?D making pt‘ummcm in UI]!DH Budget 201617 for ¢ ‘wiending w:uehnu sing
pericd for all EOUs and doing away with lnﬂnc’atm'yr wareltousing requircments
for EULIs efc. Howevar, fite Committes find that the Action '“ial-cen Nc-te of the
Ministry is silent ahuut the result achteved after faking such steps. The
Commitiee wc-uld hi’m to be apprised of the same, Further, Depariment of
Commerce had recormmended fo Department of Revenue fo do away with cost
recovery charges, and fo explore the posstbility of ﬂXpanﬂing the scope of pre-
authenticated procurement cerfificate, but they have not apprised the Committes -
as to when such rﬁcnmmendati;&ns were made and whether the Depariment of
Revenue have implemrented the same ;Emr nof. The Committee, therefore, exhort
the Department of Commerce to apprise them about the present status of
implementation. of thase recommendations by the Department of Revenue and
the ﬂutcome thereaf in regard to the declining number of EQUs. The Commitiee
also desire the Deparﬁment of Comme rce to improve upon their caardmatmn mth
Department of Revenue by periodical joint meetings fo speed up the
implementation of the wmeasures fo boast the gruwﬁ{ of EQUs.- |

C.  Analysis of the Scheme ' |

{Recommendation Para No. 8) .
12. The C-:Jmmlﬁee found that owing fo their ﬂextbtirty and unique posttion, EQU
Scheme fiourished ¥ i T980s, 1990s and upio mid 2000 but over a period of time the
expart fmm SEZs hiad increased as agalnst the exports fronm EQUs as several EDUs
and STPIs_ had closed and shiffed their base to SEZs after pamal tulfifiment of their
growth cbligations. The Gommittée u;.fere anguished to nofe that a detailed study of
comparison of benefits between SEZ, EOU and DTA units had not been conducted by
the - Department of Revenus .or Deparment of Commerce, However, fram th&
comparison of benefits given to SEZ units and EOUs the Commitiee noticed that while
the SEZ units were entitied for dut}? free imports for sefting up unit, no du_ty'freé benefits
were exiended for seftting up EOU. Similarly, SEZ units were given IT Exérnptis:sn on the
export profils as per- section 10AA of Income Tax Act, no such Income Tax ekempﬂnns
on export ;i-r_cﬁts since April, 2D1'ﬁ viere given to EOLJ units. Further, inTegard to SEZ .
unils DTA Sale is bm gayment of full duty, while for ECUs it was on iiayment of



¥

c:-:-ncessiﬂnal duty. In case of SEZ units, supply of goods frt:m OTA to SEZ staied as

physical exports, wiile in case of EOUs it was stated as deemed'- exporis. The

_Ccﬁmmiﬁ:ee also, found ihét a detailed study ahout the experience of other countries in

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

the benefits accrue to the SEZ.units and EOUs be done 0. 4s to avoid shilling of EOUs

o SEZ%._ Thereafier, a suitable strategy be evolved for atiracting EQUs into the 100%

EOUs Séheﬁ'le and all necessary steps should be taken to remove the

oonstr-aintsfimpediments in their sticcessiul operation. The successful experience of

foreign countsies can be dnuetaited so as to accelerate the pace of deveiopmen’f of
_ EDUS

13. " lin their Action Taken Note on the aforesaid recommendation, the Ministn_.r of

Commerce an-:l [dustry {Department of Commerce} have stated as under:

" Gamparative analysis of SEZs and EOUSs are reproduced below:
Similariies: e

" 5.No. —sez T EGU
1. - jExemplior Wom payment of | Exemption {rom "payment of Central
Centra! Bxcise duty/Custom duty | Excise duty / Custom duly on domestic

on domestic procurement / import | procurement / import

Di[ferehce_é:

5.Ne] . SEZ . EQOU
1. A SEZ unit can only be setup in] A 100 percent EOU Scheme
the demarcated custom bonded | specially offers flexibility in location
areas notified under Section 76A | as unit can be established in any
of the Custana's Act, 1962 where | industrial or Commercial arsas,

documentation & assessmentcan| - '

ba done in the zune ltself.

prescribed  under . the  SEZ | in plant and machinery &= prescribed
scheme. excapt for cerlain sectars,

2. Shall be Nat foreign exchange | Shall be Net foreign exchange eamer.
- | eamer '
3, 100% FEDt fwough automatic | 100% FDI through automatic route -~
rome - - ———— L et o —
4. No license for import including | Ne fcense for Impurt including second
.- | second hand machineties. nand machineries.
5. Avaiabliity of BEIS ' Avariablijw of MEIS

2 |in SEZ convearsion of e}qstmg unit| Conversion of E}E:stmg dnit o S
_jisnotallowed. =~ 100% ECU is permissible.
3 Mo  Investnent  critetion  is | Minimum investnent of Rs. 1 crore.




C e

4

't payment of,

permissible  on
opplicahln rate  of

I!"‘

DTA Bdle

duty, L

Concessional  duty  exemption
cxtended for DTA sale by an EQU.

[y

No cost recovely L,harges are

| payable bya SBEZ unif.

Cost Iem\.rery chdrges
recoverable from E0Us.

are

Units arc cniitled 1o exemption
from payment of CST on supntu)s
from the DTA,

Supplies from DTA to SEZ uniis |
are freafed as exports.

Units need o obtain renmbursementf
of CST

The supplics from DTA to 100%
EOU 1= treated as Deemed Exports,

Trading unit can he set up under

the Schemo.

Trading unit cannot be sef up under"
the Scheme.

Duty Free Bencfit is avallable for
setiing up of SEZ Units.

No stch benefit is avaiiable for
FOUs,

10, No such benefif is avalable fﬂr

EQUs.

180% Income Tax exemption on
expart income for SEZ units under
Sechon 10AA of the hcome Tax |
Act for first & years, 50% for nexd
& years thereafier and 50% of the
ploughed back export pmﬁt far
next & years.

Folowrg steps have been faken by DoC to make the EOU scheme more attractive:
D{:R has been equested: '

.. Toconsider the proposal of exemption of ECIUS from payment of CST.
it. To consider the availment of facility of availmg duty free inputs for sefting up unit
under EQU scheme.
- To examine the possibiiity of providing investment linked T exemption fczr
CEOUs”

14. Upon noficing that the export from SEZs had increased as against the
exports frot EOUs as several EOUs and STPIs had closed and shifted their base

to- SEZs, the Cominittee in their Original Report had desired the Ministry to do
specific analysis of benefits accrue to the SEZ units and EQUs sc: as to avoid
shifting of EQUs to SEZs. A suitable strategy shaui’d be evolved making 100
- percent EOUS scheine attractive and necessary sﬁeps be taken fo remove the
cnnstramtshmpedlments in their successful operafion. Forther, the Committee
desired that successful expérience uf'foreig}'g countries can be dovetailed so a=

ta a&ce!er&te the pace of develepment of EQUs. From the Action Taken Notes,
the Committee ohserve that {.hnug-h_ the Ministry of Comimerce and Industry



(epariment of Commerce) have done comparative analysis of SEZs. and EDlis,
they have neither iniiiated any 5iebs towards e_-v.civing any sirategy io étira'::i:
~ FOUs into 100 percent EOUs Scheme, nor they have taken any steps to remove
tha cnnsﬁainm’impediments tor fheirls_unccséflji operation. Action Taken Notes
aro also silent ahuu_t the study of successful experience of fat"éign countries. The
tﬂ-l'i-;imiﬂ.‘Eé are shocked that while they recommended new steps and suitable
E strategy to remove tﬁeir impediments and cﬂnsirainfs for successful func:tiﬂn-ing
of EOUs, the Ministry :uf Commerce have merely reﬁuested Depariment of
| Re\}enue for cortain relaxations. However, the Committea I::ar{e also not been
apprised as to whether thosc proposals have been caﬁﬁir:'iere_d by the Department

of Revenue of not. The Commitiee while reiterating their earlier recommendation

desire the Department of Cammerce as weli as the Depémqent of Revenue to take - -

urgent and effective measures to avoid shifting of EOUs to SEZs and bring them
into the 100 percent EQUs scheme. '

b Re;trisinn in Annoal Frnqresé Report
(Recaminendation Para No. 13}

- 15, The Efummitteenbseh;ed that the domestic proctrements made by EQUs have
not been reported in the Annual Progress Reporis (APRs). Fusther, the duty foregone
in import and domestic procurements made byr the units were a!sn not captured in the
GPRs/APRs. In 13 cases, precurement of indigenous inputs fram DTA amounting fo
T 549.50 crore where suppliers claimed deemed export benefit for the supplies made t;::
EQUs has not been reported by EOUs in APRs. *Apprising the Commitice about the

"pumber of APRs not received tif December, 2015, the Ministry of Commerce znd -
Indusiry submitted that- 360 units have not submitted their APRs and Show Cause
Notices {SCNs) have been issued to them for deiafedfnon—sﬁhmissiun of the éame The
Committee had desfred: to I:}@. apprised of the final outcome of the SCNs issued: As
- regards the issue of rewsmg APR format to include a column on dutyr forgone data, the
ﬁﬁm:—stw stated that " it will be ‘examined * in consuttation with the concemed .
_ Mmtatr[esmepartmenis The Commiftes desired that ihe Department may initiate
measwes urgently o ensure that the proforma APRs are modified to the extent to

iwlude domestic puﬁ:hases and corresponding duty foregone.
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6. I lheir ATN fo'the aforesaid recommendation, 1he fiinistry of Commeree and
industiy (Department of Commerce} have submitied as under:

- "Instructions have been issued to the zones to ensure timely filing of APRs hy
the EQUs. It may be noted that proforma of APR already inclides domestic
‘purchases at column 29 fo 34. Fusther DoC has recommended DGFT far revisian
in APR proforma to include corresponding duly forgone in APR protarma and
include domestic purchases and comesponding duty forgons in QPR .~

17. . The Committee are constrained fo observe that in responsc to their
recommendation regarding including of domestic purchases and cortespanding
duty foregone inta APR Proforma, the Department of Commerco. haye ‘merely
recommended-thé DGFT for revision of APR prdf-::rm'_'a to include the same,
- Hc-:we\fer, ATH does not reflect any conarete aetion taken either by Deparfment of
Commerece or DGFT.in this regard. The Committee view with disaﬁpmﬁl_ the
- faiture on the part of both the Department of Commerce as well as BGET in
- dealing with matter with firmness and promptitude it deserved, The {:ammittee-_
“would like to be informed of the final cutcome of the SCNs issued Ennsequent '
upon failure of 3680 wtits in filing APRs,

E. Cases of Non-Compliance and Policy Mis-Representation
(Recomnmendation Para No. 15}

18 " In their Originat Report the Committes found cases of short/nonlevy of duty of,
irregular avalling of concessions on clearance of finished goods inte DTA,
clearance/sale of matble in DTA in violation of provisions of FTP, short payment of duty
on-sale of scrap in DTA, non—pafmen_t'of propartionate Anti-Dumping Buty {ABD} on
DTA clegrance, irregular DAT sale by 100 percent EQU despite négaﬁve' NIE and non
reversal of cenvat credit on clearance of goods without payment of duty etc. The -
Committee also obsenved the cases of ncn~ax{affability of data of cases received for -
fixation of ad hoc noans and finalization thereof, Nnh;lua:vy of duty on consurnpfion of |
imparted inputs/raw materials/consumables ete. other than those aﬂ'c_:wrad under SION,
- Non-recovery of duly forgone on excess consumed imported inputsfraw méterials,
Violation of conditians in LoP, Non-reafisafion of Foreign excharige, Applicability of
central excise exemption notifications issued under section 5A of. the Central Excise:'
“Act, 1944 -of ECU, ambiguity in the FIP and_CE nofification etc. In this regard the
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Committee were informed that in case af admitted  Audit ubsewaﬁéna, Show Cause
Notices havé been issued, some caae_s' were under process of adjudication, In some
other cases penalty alongwith interest had baen recovered’ anﬂ insfructions had also
. heen issued 1o field formations for taking remedial acfion as per speciffed procedurs in
seu'eral other cases. The Cominities sirongly urged that the maﬁer. shouid be eamosily
pursued with the judiciat authorities wiih a view 1o secuting fear!y finalisation of these
cases and the final oufeome in each case be reported to them. The Commitiee also

desired that. detalls of fhe cases where SCNs have been issued be provided to them

alongwith recovery of dues.

18.

the aforesaid Recommendation-have submitted as under:

The Ministry of Finance (Department of Revenue) in their Action Taken Note on

"All the Commissionerates have been requested to adjudicale thé SCN as eaflyr
as pcss:ble andmade recovary. The current status of SCNS issued is as under:

Short
) ) Ievy of .
Kame of ihe f .
S.No| Unit ::Z;?:Eity duty | SCHN No. & Date
{Bs. in .
2 lakhs) _ :
Non-levy of doty on |- Two 3CNs iasucd to M/s GEB
consumplion ol Rx Pvi. Ltd. on simmilar issue
mported  inputsfraw based on para 2 of SoF on
13 gﬁf Lens materials/ - ‘PA-100% EOU” are kept at
consumables ce. call boolk and pending for
other than  those adjudicaton
N .} allowed under SION. i - i
M /s Kemrock The Tribunal has decided the
2 Indusiries and Ermm availing  of 68.83 case in favour of another
i vat credit ML
Export Lid. ] .| #sseszee on the same subjoct
M /s Kemrocl Nﬂn—paymmzt of SAD ) [ matter.  Orrder not accepted,
3 Industnes and | oo clearance mades o 54.94 Bepartment in  Appeal to the
| Export Ltd. bra ~ High Court, as per current
M/s Sun Wrongly avasiced instructions the cases cannot °
4 | FPharmaccutic |Cemvat oredit on 63.45 be decided and so has hasn
al Industrics | payments towards ) transferred to the Cuall Book,
b iid, sales commissions. | pending the decision of the
M.'IS Non-payment of SAD Hon'ble Hight Court.
5 Aistrwarya an, clearance made fo
: Plast Export DTA 152,24
___ibvtitd i
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Show Cause Notice issved

vidc C, No.
. Deprecieijon was not . LV{25)80/Dem. /KEL/ BHD-

6 | M/s K compnited 6.01 i1/2015 /4525.06 dated

mdustries praportiorately. (13.12.2015 for the amount of

. Rs. 3,26,644/-. | ‘
. B Sbhow Cousc Notice issued
M/ s Skipper wide C. No,
Electricals V[85)81/Dem./BHD-

7 (India) Ld I/2015/9355 dated 27.01.16:
Unit-IT, ) for the amount of Ra
Bhiwadi. 84,255 /-

1 M/s Siapper _ SCN issued wvide "C. HNo.

) Ficciricals Indigenous .  capital |~ V(85]82 /Dem. /BHD-

8 (Indiaj Ltd’ goods were  taken | 4.59 [/2015/9351 dated
Unit-1U, under KPCG licence. 27.01.2016 for the amount of
RBhiwadi. s Rs. 4,58,746/-.

M/[s Getrag. '

9 Hi-Tech Gears | Rate of duty. wrongly 1.66 L

' (India} Pvt. applicd on rejecis. -

Lid., Bhiwadi ) o B ' R
Under Rule Zfa} of the SCN isstied vide  CNo. V-
Mfs CENVAT Credit |- 87{15)11/CCR/CM /JPR/201
o | CHaitanya . dp . 29004 Capital | 423 | 5/1140-1141 dated
Mincrels, Goods do not include 22 06,2015 amounting €0 Ra.
J?‘Ipu o Motor Vehicles. : 423 lakhs, N
M fs Smruthi Mnished goods | 19.11 Show Cause Notice: F.No.
i} .| Organics, cleared : at V/15-56/Adi/  ADC/15-16
Solapur cancessional rate Ep dated 15.02.16 _
M/fs Virge Duty paid ab | 475 The party had fled an appcal
Valves & concessional rate oo |} - iy CESTAT against the OIO
19 Confrols Ltd., |stock of finished 5315 No PUN-EXCUS-001-PR.COM-
Pune goods B 007-16-17 dt.23.06.2016 on
' . 122092016 vide  appesal
- . | No.Ef87205/2016 '

Mfs BAG Clearance of products | 18.68 SCN is=ued

¥lectronics into DTA in cxecess of

I3 | (ndio) Pvt - | permitied Limits
: Ltd., Pune-HT. : ' - = P
Cipta Ltd. Clcarance of products | 18.87 4 SCNs invoiving total
{unit X0 into DTA in excess of diffcrential duty of Rs. 5.12
pormitted mils cr. hagi been issued.
" - ' The unit had paid under

protest the amount of Rs.
3.04 lakhs as the differental
of Central Excise duty for the

period | 2009-10, Rs. 31.17 |
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Tlakhs for the period 2010-11-

and Rs. 36.65 lakhs for the
period 2011-12.  SCN have
been taken np  for
adjndication and PH had been

held on 11.01.2016. '

B s VVE
Lirnited

'} Clearsmce of praducts -

inio DTA i excess of
permiticd Hmits

SCN of Re.564.50 Lakhs has
heen issued - | wide
No.V/AdG{SCN) 15-171/
Coramr/2014 /BEL dated
17.04.14 and copnfivmed vide

b O3 Na. 33 dated

28.01.2015. The assessee has
filed an appeal in CESTAT

j and paid the mandaiory pre

deposit of Rs.1,62,42,303/-.
The matter is shil pending in
CRSTAT.

16

M/s VVF Ltd

Fregular availing of
COrCesSsions on.
clearance of finished
gnods into DTA

17

M/s Arzo

Plastics Ltd

SCN amounting to ES_-]LS_ST
lalchs dated 12.03.14 issued

“winch was corfitmed wade OIO

No.Belapur /Tal/R-

VI/ADC{TKS/2014-15 dated

30.12. 14 olonpwith  inferest
arrd pomalty. The assessee has
filed -an appeal m CESTAT
and paid ‘the mandatory pre

- { deposit of Rs.1,88,780/-. The

maticr is stll " pending in -
CESTAT. '

Clearance of pfu;lur_:ts
mto DTA in excess of
| permitfed Hmits

- |

SCN vide F.No.v/Adj{SCN}15-
106/ADC/213/Bel . dated

12L.04.2014 had been issued

anmounting to Rs.33.90 lakhs,
The said SCHN had been
confirmerd vide 010
Neo.Belapur/Bet-I/R-~

V/44 JADC/TKS/14-15
dt.20.01.2015. The assesses
has filed an appeal i CESTAT
and paid the mandatory pre
depasit of Rs.3,39,000/-. The

matter is stili pending in

CESTAT .

sulphonates
Pyt Ltd;

| Eremudar  avadling  df
COMOCESIons i
clearance of finished

dgoods mlo DTA

Show  couse  Ccum demant_-i”_
notice had been issued for BS.
53.24 lakhs on 13.3.2014.
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id

M/s Gala
Precision

Dregnlar  avaling  of
concessions .on -
clearance of finished
goods into DTA

M/s Qichid
Chemicals &

Pharmaceutic -

als Lid

Uhow causa notice bearing na.
V/AQI[SCN) 15-57 f/Gala
Predision fKT/Th-1/2014 /495
dated 02.05.2014 for ar,
amountt of Rs.- 15,40,152/-
had been issued. - ’

Non-payment of SAD
on clearance made fo
DTA

21

M/s Mylan
Laborataries
Limited,
{({Jnit-111)

126.52

SCHN for Rus.3.89 lakhs has
already. becn adjudicaled vide
0-1-0 No.04 /2015
dl.18.05.2015. The party has
gone in appeal to
Commissioner (A} vide appeal
No.227 /2015 4t 07.08.15. .
SCN for Rs.16.4) lakhs, the
ECN had been transferred to
Call Book as in a similar case
in  respect of M/s Micro
Inic(20 14{303}ELT9{Tri.
Ahmd}}, the Departinent has
gene it appeal to High Court.

' Service Tax not paid
| on. sale of. Dossier for
the period July 2012
{0 March 2014 -

91.11

SCNs NO.116/2015-ADJN(ST)
[Comnuir) d£20.10.2015 had
heen issued for the period
2012-13 1o 2814-15 for an
amount of Rs.138.14 crore.
The casc iz pending for
asdjudication.

22

M/s
Aurabindo
Pharina.
Linrited

23

4.53

SCN MNo.117/2015-ADJN[ST] .
{Commnr) dt.20.10.2015 had
‘bﬂf:ﬂ issued for the period

July, 2012 {0 March 2014 for-
an amount of Rs.9.64 crore,

in which an amount of

Rs.4.53 crorcs pertains to

Dossier Sales ie for the

subject asudit. The Tasc is

| pending for adjudication,

M/=s Sun

Pharmaceutic

al Industrics
| Lid.

Wrongly availed
Cenvat credit on-
paymernts towards
sales corimissions.,

33.62

A show cause notice of
Ks.33.61 lakhs has.  been
wssued on 21.10.2015. The
SCN has been transferred to
call book in view- of the .
pendency of appeal in Hon'ble,
Gujrat High Court in the case
of M/s Essaar Ligistics Ltd.,
Surat. ' :

24

M/s KLT
Orgamnic Lid.

2.09

SCN F.Ne.V{CH.38)3-

| 15/DIVIl/ADC/2014-15
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dt.28.11.2014 had  been
radjndicated & cunfitmed vide
OO . Na.41-
42 /ADJ/DEM/ADC-MS/ 15-

16 d£.27.10.2015, The party
had filed appcal before- the
Commissioncr, Appeals,
Vadodara-H, - - The
Commissioner{Appeals), has
set aside the impugned OIO
vide OIA No.CCESA-VAD(AIP-
IHMM-14G to 150f2016-17
dt.30.06.2016. Now the
Departirent has  filed an

appeal before CESTAT and the

same in pending in CESTAT
Ahmedabad.

25

M/s Cadila
Health Care
Ltd.

_§ gales commissions.

availed
credit on.
towards

Wrongly
Cenvat

paymonts 1597

26

M/s Caddiia
Health Care
Lid.

SCN  mo. V.ch.26/15-
10/0A/Cadila JADC/
Div.Ii/2014 dt. 17092014 for

K3. 15,926,869/~ issued. The -

same had becn confirmed vide
Adjudication order No.VAD-
CXCUS-JC-038-15-16
dt.15.10.2015. The asscsseo
had filed an appeal in
CESTAT and -paid = the
mandafory prc  deposit of
Rs.1,59,697/-. The matter is
still pending in CESTAT: '

Incorrect availing. of
Convat  credit  (work
eontract)

14.90

SCN no. V.ech.29/15-
11/0AfCadila JIC/2015 4L
14.05,2015 had been issued.
The same had been confirmed
vide Admdication crder
No.VAD-CXCUS-001-JTC-
080-15-16 d£.30.11.2015,
Appeal filed in Commissioner
{Appeal) on 07.01.2016 with
7.5% pre-depaosit.

27

M/s GEA
Pharma Ltd.

Hpi:L levy of Servic
Tax - e - 118

.| SCHN dated (9.10.2014 for Rs,

31,73,099/- for the periad
from March 2010 to March
2014 was issucd. The sume
had been confimned vide
Adjudication order No.VAD-
CXCUS-001-JTC-048-15-16

dt.29.10.2015. The assessee

j had filed an appeal against




e satd OI0 i Cornrissioner

03.09.14

L : . {Appealj. -
: : . 16225 1 8CN  issued vide €. No.
M /s MESCO Non payracni of SAD | - V{20}15/Adin/ P11/ 54/
28 - | Lid., Jajpur, on clearance made to 2015/501-5034A - @ated
Odisha DTA 13.01.16. for . Rsg,
: o . 11,28,68,702/-.
M/s AVT Buty not paid on 19.85 |[SCN No. 17/2016 CE dated
29 McCormick goods desiroyed 15.02.2016 for
) Ingredients though iusurance Rs. 14,47,646 /-
1 Pt JAd claim was reecived: o . . -
- . 991.18 ) Show Causc Notice under
F.No. . V(29)156- -
- - 07 fCommr/Adj. /Sun/2015-
o | M/s Sun s O 16 dated 05.]11.2015. As per
'| Pharma Ld. 90% of ctoacrte Fona para 6.2 of CBEC Circular
, n.al Exp | No.1023/11/2016-CX
dt 08.04.2016 thc case was
S i - transferred to call book. _
M/s Bellota Irrcgular availing of | 10.57 |The party had filed appeal
31 Agrisolutions conicessions an againsgt the 010
and Tools Pvi | clearance of finished No.91/CEX/2016 o
Led goods inta DTA B dt.28.06.2016.
Unit paid commissionn | 7.51 SCN mno. "103/2015-ST dt.
. to  forcign  apents 17.06.2015 issued for =zn
3z |M/sSynthite 1 4er Scction 66A. | amount- of Rs. 7.51 lakhs
indutnes Lid . ,
: _ Howcver, no service covering  the pericd from
tax was levied. 2010-11 to0 2013-14.
The asscssee had filed appeal
. before the Hon’ble CESTAT
. Kolkata on .29.04.2016
M/s _ 709.00 ;
Goodricks Non-recovery of duty { along agamst ﬂ:.m Ol P assed by ,thc
- . . Commissioner, Customs, C.Ex
Group Lid., forgone ~ on  excess | with P
33 ) . . - & ST, Silbguri with a- pre-
(lostant Tea consumed - imported | inferest -2
. S . deposit  of  Rs.80,65,000/-
Plant), mputs fraw materials of Rs. oy
Jalpaigaii 340.00 |{7->%" of the confirmed
_ B ainount vide CIN
| No.0510004150201600132
3 dt.15.03.2016.
Demand hatl been ::]:Gp{;l{:{l
F. No.  V[B4j15- _
M/s Faicfield | 267/ADJ/COMMR | vide OJO No.KTH-EXCUS-000-
34 , 9841 COM-050-15-16
Aflas Ltd JKOP/14 dated
: . dt.25.02.2016 - pagsed by
27.11.2014 . _
_ Commissioner )
] Commissioner vide QIO
| : ‘F. No. V[84115- : g
M/s Fairfield | 252/ADJ/COMMR . fio KLT-EXCUS-000-COM-
35 Atlas Ltd JKOP/14 dated 2431200 | 022-15-16 dt.11.01.2016 had
i confirmed Rs.13,20,54,527/-

a.nd dropped.
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Navi Mumbat

100% instcad of 50%.

[ - Rs.10,91 ?5?36;
. anm.m..—.mner . vide QIO
: Mo BLH-EXCU3-000-COM-
M/s Abhishels | o oy ey I e | 026-15-16 4t 11.61.2016 had
36 ) Corporation - JKOP/ 14 dated 997.87 | confirmed Re.4,80,44,348/-
Lid, Kolhapur 04 .09 2014 artd " dropped
B Rs.5,17,43,065/-.
Parly had fied appeal on
I2.04.2016. The assessce
” ,r""i has paid pie-depasite of
_ I ational Rs.2,19,455/- vide RG 23A
T Incorrect nv'.»f'ujmg of Partl I 4£.15.03.2016. The
37 | Packaging Cenvat t:r{,ti'Lt 19.58 authorized  signafory Shri.
’ Products n Vamni - HEnAtory .
1 But. Ltd. lamniwas Sainl, alve paid
" pre-deposite of Rail1,570/-
vide challan No.00256{S130)
b ) dt,16.03.2016. .
¢ unit has not obtained ) R
- M fé Santec Epmmissinn for jﬂh SEI\\I has hboen ‘axijudicatcd
138 | g Dt Leg | POTK ~ from _- vide OI0 Nel32/ADC/D-
jnrisdictional Mivision 1/2016 dt.31.08,2016.
. joffice - N ._ -
M/s Mizoramn | kregular availing of SCN has been adjudicated
Venus concessions ot |vide QI No.O3JAC/CE/
‘g | Baraboo clearance of finished SIL/2015 dt.04.01.2016
- | Product (P} goods into OTA corifirmning the demand duty
Lid., Aizawl : of Ks.2,65,965/ - '
| ) .
M/js Axiom Clearance of products Twe SCNs issued 1o M/s
Cordages l4d | imto DTA in excess of Axdon: Cordages "L[td. have
permitied Hmita ' been  adjudicated wide OIO
Mo.13-14/SJR/COMMR/TTI-
40 [[/2016 dt.16.03.2016. The
Assessce hazs made pre-
deposit of Rs.22,94,760/-.as
pré.condition for filing appear
thefore CESTAT  Mumbai
e : _ Bench. S
Mys Naffar Bepreciation was not | 13.06 | SCN  has not yet heen
Chandra Jute § computed- ' adjudicated as the SCN reply
411 ! Mills Limited, |} proportionately as not been submitied by the
Nadia - a35CHEEE.
| M/s Galaxy Credit vn duly paid | 76.30 The BCN issued. to  M/s
f; o | Surfaclant, on.  gapital  goods Galaxy  Surfactants Ltd,
L Taloja, Navi Mumbai has not
i

been adjndicated yot.
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4. The Commifies find that out of 42 cases in which Show Cause Mofices were
izeued o the concerned units tar varicﬁs omissions committed by them, somse
cases ere very old and involve huge financial loss 1o the exchequer for wani n.i’
sifequate follow up. The Commitiee are constrained to observe that Show Cause,
Notices issued are pending for adjudication at j.raricm:-:' iﬂvelé, tﬁ_ereh],r resulfing in
noi-recovery of dues of cr::}rns of rupees. The Commitiec are unﬁap{j}r {o note
that the Department of Revenue have merely reguested aff the commissionerafe R
to ac[jutﬁca_he the SCHs as ‘carly as possible and made recovery. Howeaver, no
concreie steps- have heen taken in this regard. Since & large amuunf of daty -
arrear is invalved i.!—'_l these cases resulting in huge ﬁnanﬁ:ia! foss fo the
Gwérnment the Commtice emphasize that a special cell may be constituﬁ:d in
the Department of Revenua to kc—:ep canstant watch over the pending cases and -
falte prr::-mpt action fo expedite the sanie at the carirest The Committae would like
to be informed of the action taken in the matter within two months of the

presentation of this repart.

E. Short{:ominqé. irr the implemenfation of 108 percent EQU Schame
) {Recommendation Para No. 17} :

21, Keeping in view several shoricomings in the implementation of 100 per cont EOU
Scheme resulting in drastic decline in the number of units as well as revenue under the
s-::heme the Committee recommended that a htgh powered independent inquiry should
.be ordered in the fight of the facts cantained in th.'. Report with a view to finding aut the
unscrupulous elemends responsible for the rampant abuse of the Schemes and alsa o fix
responsibitity of the offizers for their various acls of Dmlssmns and commissions. The
Commitiee had fusther desired that the Depariment of Cnmmerce and Department. of
Revenue should conduct a comparative study of the benefits accruéd to SEZ units and |

EQUs so as to find out the reasons for shiﬁing of ECiUs_ to SES sector;

22. o their Aclion Taken Nute-;b:: the aforesaid recommmendation, the Ministry of
Commerce and Indusfry {Department of Cormmerce) have submitted as under: -

DoC is of the view that the number of EOUs has come down because of
withdrawat of hcome fax benefil. Soma of the steps already taken by DOC and

DOR such as regular Internal Audit of EQOUs carried out by Cenfrat Excise and - .

instructions "t all DCs o regularly carry out Joint Monitoring and ehgage
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.Chartered Acecountants fcrr carrying out financial acruitny of the system have
already been inplemented.”

23.  In-their velting comments fo the' aforasaid f\ction Taken Naoie, Audit have stated

that Depariment of Revenue may furnish their comiments.

.24, In response iherétcr the '-Ministry of Comimetce and industry {Department of
Cummerce} have siated that Department of Revenue has bheen requested on
27.03.2017 to furnish mmments

28. The Committee find that the Iﬁinistry of Cottimerce has submitfed a-
- comparative analysis of EOU and SEZ Scheme, which reflected similarities and
difference in operation of Epfh the schemes though if is not clear whether ariyr
comprehensive study as desired by the Committee was c;:mciucted to arrive at
these conclusions. The Committee are also unhappy that their recommendation
for high powered independent inquiry to find out elements responsible for
rampant ahuse of this scheme and fix responsibility of officials was c.ump!etely
ignored. The Commitiee reitereate that the Ministry sh'uizld -conduct a
comprehisive study o rdentify the shortcomings in the EQOU scheme and take' '
remedial action In a time bound manner so as to avoid shifting of E0Us to SEZ
. sectar. Furtier, as the EQU Scheme is neither able to attract Entrepreneurs nor
" contribute to the export growth, the Committec once again ‘emphasise the
Ministry of Commerce to conduct a _{-:ﬂmprehensive study so as-tq modify tﬁe
EOQU scheme to make it more attractive. The Committee also reiterate that.a high
powered Committee be -sef up .as recommended hg.r themt earlier. Further as

suggested by Audit during the course of vettmg. Department of Cammerce kave

o requested 2 Depar[ment of Revenue on 2? ﬂ3 2017 to’ furnish their comments.

The Cammitlna would like to apprised of the comments c-f the Hepartment of

) F{evenue, i tois regard.

MEW DEEHI: - . SHRI MALELIKARJUM KHARGE
A December, 2017 : _ Chairperson,
13 Agrzhayana, 15933 {Saka) . Public Accounts Committee




