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Dated : 15.10.2019
-
3+

To

The Senior Audit Officer(CRA-Prog.)
Indian Audit and Accounts Department,
O/o Director General of Audit(Central), Chennai,
Customs Receipts Audit,
- 361, Anna Salai,
Chennai- 600018.

Sub: Reply to Local Audit Report 11-22/2019-20 —Reg.
Ref : Your Letter No.DGA(Central)/CRA/LAR/11-22/2019-20/137 dated 16.10.2019.

Sir,
Kindly refer to your letter cited.
The Para-wise reply to the LAR 11-22/2019-20 is furnished in Annexure — I.
The replies to earlier Audit Report ( LAR/11-32/2017-18) is also appended in

Annexure-II.
This is issued with the approval of Competent Authority.

Yours sincerely,

4> \1e\\q

(M.PONNUSAMY)
SENIOR ACCOUNTS OFFICER.
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ANNEXURE-I

Reply to Audit Paras raised by DGA(Central) —Contingent Audit conducted during
19.08.2019 to 23.08.2019-Audit period from April, 2018 to March, 2019.

(local Audit Report 11-22/2019-20)

Para No.1/IIB — Pendency of cost recovery charges from Private SEZs

All the Cost Recovery Dues up to 31.03.2019 from Private SEZs are updated and
consolidated. The Demand Notice for current 2™ half year of 2018-19 has been issued on
01.10.2019 including the outstanding dues as on date. Most of the Private SEZs have remitted
their dues in time. In case of outstanding dues, a review was done and SEZs who have not yet
paid their dues of Cost Recovery Charges have been issued reminders to remit the amount
immediately. Otherwise, penal interest will be charged for delay. All the copies of reminder
letter issued are available in file for verification.

Also, it is stated that the issuing of demand for every half year for cost recovery
charges due and its remittance by Private SEZs is a continuous process and therefore, some
outstanding dues is bound to be there always.

Hence, the Para may be dropped.

Para No.2/IIB — Incorrect Sanction of CST Re-imbursement of Rs.303738/-

The EOU Unit Viz. M/s. Mylan Laboratoriess Ltd. Hosur has been asked to remit the
inadmissible amount of Rs.303738/- reimbursed along with interest @18% p.a. The amount
will be remitted to government account on receipt. ( the Copy of the letter issued is enclosed
for reference)

Hence, Para may be dropped.

Para No3/IIB — Incorrect Sanction of CST Re —imbursement of Rs.57730/-

The incorrect re-imbursement of CST of Rs.29526/- to for EOU unit Viz: M/s
Polyspin Exports Ltd (File No.25/522/17-18/A1) for the period April — June, 2017 pointed
out by Audit has been recovered from the Unit along with penal interest @ 18% and remitted
to Government Account Vide Challan No. Nil dated 03/10/2019(copy enclosed).

Similar action is under process in respect of other Units. (Copies of letter issued to
the Units are enclosed for reference) :

Hence, Para may be dropped.
(M.PONNUSAMY)

. ol

SENIOR ACCOUNTS OFFICER
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ANNEXURE-II

Reply to Audit Paras raised by AG — Audit conducted during 17.01.2018 to 31.01.2018-
Audit period from April, 2015 to March, 2017.

LPara No.1/TIA — Non-levy of interest on delayed payments of cost recovery charges —
Rs.5845461/-.

It is stated that the demand for 2™ half year of 2018-19 has been issued consolidating all the
pending dues. Also, the interest part has been included in the latest demand for delay in
payment. The consolidated demand including interest for delay has already been issued and
the remittances are being made by the Developers of SEZ.

The Statement of details are enclosed in Annexure-A. Hence, the Para may be dropped.

Para No.1/IIB — Incorrect payment of drawback on deemed exports. Rs.3,90,56,723/-

Reply furnished in Annexure - A

Para No2/IIB — Incorrect payment of CST — Rs.72650/-

Reply furnished in annexure -B

Para No.3/IIB — Non-deduction of TDS on wages payment to contingent staff &

Para No.4/IIB — Incorrect payment of Honorarium.

The matter was referred to the Ministry of Commerce & Industry, Department of Commerce
for their comments and the reply received is enclosed for reference.

The contingent staff are engaged/appointed directly on daily wage basis as per existing rules
and regulations. They are not engaged through contract basis through outsource method.
Hence, the wages payment will not attract the TDS _under Section 194(C) of IT Act.

Hence, the Para 3/IIB may be dropped.

It is also further stated that as far as Para 4/BII is concerned, the Reply furnished by
Department of Commerce (enclosed) is appropriate and based on the reply the Para may be
dropped.

(M.PONNUSAMY)

P

SENIOR ACCOUNTS OFFICER
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Reply to Para 1/IIB

Para 1/IIB : Incorrect Payment of Drawback on Deemed Exports:-

%k

The Audit has requested to submit the copy of invoices relating to the inputs supplied
by various small firms to the DTA Units from which the EOU unit viz. M/s.KOB Medical
Textiles (P) Ltd., and M/s.United India Shoe Corporation. Accordingly, the EOUs were

requested to submit the requisite invoices from their DTA suppliers vide this office letter

 dated 27.09.2018 and subsequent reminder on 23.01.2019 and reply is awaited.

This is to inform you that the Duty drawback is paid to all the applicant EOUS only on
the rates specified for the products in the Schedule of All Industry Rate of Drawback as per
Custoin-s, Central Excise Duties and Service Tax Drawback ‘Rules, 1995 notified by the

Ministry of Finance from time to time.

The All Industry Rates of drawba.ck are worked out on the basis of broad averages of
consumption of inputs, duties suffered, quantity of wastage, f.o.b. prices of the export
products etc. The EOUs are procuring the products from the DTA suppliers which are the
finished goods to the DTA supplier and input materials to the EOU. Therefore, it is the
drawback on the duty suffered on the input materials of DTA supplied to EOU.

; M/S.KOB Medical Textiles (P) Ltd., and M/s.United India Shoe Corporation, wefe
paid Duty Drawback only on the basis of the Schedule of All Industry Rate of Drawback as
per Customs, Central Exlcise Duties and Serﬁce Tax Drawback Rules, 1995 notified by the
Ministry of Finance. In ‘thjs regard, a certificate regarding non-availment of CENVAT
credifs on inputs used in the resultant product by the supplier of goods (DTA) to the EOU has
been obtained in the prescribed format laid down as Annexure-II to the DBK application
ANF-?A as per Chapter 7 of Foreign Trade Policy & Hand Book of Procedures 2015-2020.

~ The Duty Drawback claims of M/s.KOB Medical Textiles (P) Ltd., and M/s.United
India Shoe Corporation were paid as per the rates specified in the Schedule of All Industry

Rate of Drawback and thus the claim sanctioned was in order. Hence, the para may be

dropped. ‘ ' \Q Eﬂn '
: - P
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Reply to Para 2/[IB

Sl Name of the EOU ~Action taken Remarks
1&2 | M/s.ABI Turnamatics, | Letter to sent to Reply awaited. Reminder
| Bangalore concerned jurisdiction i.e. | sent on 19.06.2019 and
O/o Development | 16.10.2019. As soon as
Commissioner, Cochin- | reply recived the same will
SEZ, Cochin to confirm | be intimated to the Audit.
the EOU status of the |
said Unit vide this office
: letter dated 25.09.2018 : ;
3 M/s.Chansuba Pumps Letter to sent to Reply awaited. Reminder
: concerned jurisdictioni.e. | sent on 19.06.2019 and
O/o Development 16.10.2019.  As soon as
Commissioner, Kandla- | reply received the same
SEZ, Kandla, Gujaratto | will be intimated to the
confirm the EOU status Audit. -
of the said Unit vide this
office letter dated
25.09.2018
4 &5 | M/s.Indfrag Ltd., Letter to sent to O/o Development
' concerned jurisdiction i.e. | Commissioner, Noida-

O/o Development
Commissioner, Noida-
SEZ, Noida to confirm
the EOU status of the
said Unit vide this office
letter dated 25.09.2018

SEZ, Noida has confirmed
that the M/s.Satol

Chemicals & M/s.Sanat |

Products [Ltd., have not
registered as EOU/SEZs
under their jurisdiction vide
their letter dated
28.09.2018.

(Copy enclosed).

In view of the above the
said units were DTA only.
Hence, the Audit para 2/1IB
(SLNo.4 &5) for Rs.4376/-
i Rs.50,000/-) =
Rs.54376/- may be
dropped.




¢ : GOVERNMENT OF INDIA
L MINISTRY OF COMMERCE & INDUSTRY
OFFICE OF THE DEVELOPMENT COMMISSIONER
ADMIN- OFFICE BULIDING
MEPZ - SPECIAL ECONOMIC ZONE,
GST ROAD, TAMBARAM, CHENNAI - 600 045
Phone : 044 — 2262 8305 Fax: 044- 2262 8218

F.No: 25/Misc/Audit/A-1/2015-16 & 16-17/MEPZ-SEZ Dt. 16.10.2019.

To
The Development Commissioner,

" COCHIN Special Economic Zone,
Administrative Building,
KAKKANAD, KOCHI.

KERALA — 682 037.

Sir,

. Sub:- Confirmation of EOU Status — regarding.

Ref:- 1.Audit para for the year 2015-16 & 2016-17.
2.This office letter of even no dated 25.09.2018. .
3.This office e-mail dated 19.06.2019.

----------

Please refer to the letters cited above ( Copies enclosed for ready reference). As
already stated the confirmation of EOU status of M/s. Carl Zeiss India Pvt Ltd., & Gsnuv India

Pvt. Ltd, Bangalore may kindly be confirmed urgently in order to enable this office to furnish

the requisite reply to the CST Audit. ' e
Since the matter is pending for a long time, an immediate reply is requested.

Yours sincerely,

e\
{ V.K. VISWANATHAN )
ASST. DEVELOPMENT COMMISSIONER.

Encl: as above.

e S




Sl Al i 3 ;
"‘f’(ﬂbject Confirming the EOU/SEZ Status - Reg.

To: cochin <cnresez@gmail.com>

Lc:. emi@mepz.govin

‘Date: 06/19/19 12:04 PM : :
From: "AccountsSection MEPZ" <accts1@mepz.gov.in>

FileD001.PDF {658kB) ‘ : ‘
Sir, ¢ . : 2
Sub: Confirmation of EOU/SEZ status - Reg. '

Ref. | This office letter dated 25.09.2018.

SEZ status of the unit ( letter

Please refer to this office letter dated 25.09.2018, wherein you are 'reqhested to confirm the EO _
d the status report at the earliest.

-aﬁaqhéd), to enable this office to submit a reply to the Audit. Therefore, you are requested to se

Regards,
MERZ-SEZ -
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 The %ehpment Commxssmner, - "
Cochin Speeial Economic Zome, £} M“"J‘“’m% e ?\M “"'L“":'
_Lﬁehm Mzuvw

2 oazi o :

- Sir,

Sub: Confirmation of EGUSEZ
Ref: Augdit para for the vear |

o R

Whﬂc couductmg zi}e ,audit of CQT ic:!,mbursement clmms perta:mmo To the e

: 'th& zhe g@mds nmcurcd frafm the fﬁﬁemg St nphers afe nQI ehgzbk: ﬁ‘r rﬂmbursemém
; T_he umfs are not DTA and thev are EOU/SEZs. : . : L

T gy

: B m&;&am&ra Eﬁdasmai &reapBanﬂalare
I No.41 & E!e»tromc Cxty, Banga&ore L

~ Kindly confirm the s\ialhs es 1o whether zhe *bove units are EGUFSEZS
thISJ‘CfI@ﬂ for further necessary action a our end. e
‘Kindly send your cgnﬁwnancm reperi so as to \,nable this ufﬁce w0 se’rtie the cla
. an e&i} date : ! Spanae

{V K vxswf ANAE
4SST. E}EWELQPMEN’i COMMISSIO
6" l Sa-\" L 2? 35\7




GOVERNMENT OF INDIA
- MINISTRY OF COMMERCE & INDUSTRY
OFFICE OF THE DEVELOPMENT COMMISSIONER
ADMIN OFFICE BULIDING
MEPZ - SPECIAL ECONOMIC ZONE,
- GST ROAD, TAMBARAM, CHENNAI - 600 045
Phone : 044 - 2262 8305 Fax: 044- 2262 8218

F.No: 25/Misc/Audit/A-1/2015-16 & 16-17/MEPZ-SEZ Dt. 16.10.2019.

To
The Development Commissioner,

Kandla Special Economic Zone,
Administrative Building,
GANDHIDHAM, ( Kutch )
GUJARAT - 370 230.
Sir,
Sub:- Confirmation of EOU Status — regarding.

Ref:- 1.Audit para for the year 2015-16 & 2016-17.
2.This office letter of even no dated 25.09.2018.
3.This office e-mail dated 19.06.2019.

Please refer to the letters cited above ( Copies enclosed for ready reference). As
already stated the confirmation of EOU status of M/s. Sandori Castings Pvt. Ltd., Rajkot,

Gujarat may kindly be confirmed urgently in order to enable this office to furnish the

‘requisite reply to the CST Audit.
Since the matter is pending for a long time, an immediate reply is réquested.

Yours sincerely,

Cle\2 2
~ ( V.K. VISWANATHAN )
ASST. DEVELOPMENT COMMISSIONER.

Encl: as above.




AT

’

Date: 06/19/19 12:01 PM

et Confirming the EOU /SEZ Satus - Reg. : .
From: "AccountsSection MEPZ" <accts1@mepz.gov.in>

To: dcc.kasez-gi@gov.in
.>. Cc: ADCEstateManagement MEPZ <em1@mepz.gov.in>

File.PDF (645kB)

Sir,

Sub: Confirmation of EOU/SEZ status - Reg.
Ref. This office letter dated 25.09.2018.

Please refer to this office letter dated 25.09.2018, wherein you are requested to confirm the EOU/SEZ status of the unit ( letter

aﬁached), to enable this office to submit a réply to the Audit. Therefore, you are requested to send the status report at the earliest.

: Re:qards,'
MEPZSEZ |




.
ADMINISTR'

File No25/Mise/AudiwAl /5235 Dated:25/092018

Te

-_"The Bexwwpmgnt Caﬁt;assmmr, e o il
Kandla Speeial Eeonomic Zone, (s e lch inonnn
Kaﬂdia (\«{LV\:’\-Q. n 5 i .

Sir.

Sub: Contirmatian of COL/SEZ satus - Reg.
Ref: Audit para for the vear ” s &2

B e

While conducting the audit of C.‘:E Reimbursement cldi'ﬁas pe_rta‘ﬂing to the yes
2013-16 & 26i6-17, the Ofo the Director {unsral of Audir ( Cantra.i‘! Lheninal has ob
¥

that .!:r_e‘g oods procured from the foliows liers are pot ehb;bk for r:zzmm.rsemenz szs- i
the unils are a0t DTA and they are BEOU/S :

; Nme of -fh;'ﬁﬁis: gfe,j.-sggﬁﬁ}er; e - " gdéfm men _
f o ; -
M}&Samifm Castmgs Pvt.Ltd, I8y 13\ E‘*tmﬁa} }%}i&& R.ag"k&% Dﬁstnct, Gugamt_ -

I\mdly confirm the status as to whet ‘k:* the ::bcm Lm*" a,e iif){j eu:Z,s
iurisdietion for tur*ne"' necessary action at o 2nd.

mpdiv?end your cc}'ﬁ_rmauon 2P0t 50 a8 10 E“}&biﬁ this ai’-ﬁcfz to settle th
an szm‘fy da&' : : : S




.
4y No. A.15/4/2009-SEZ
¢ - Government of India :
Ministry of Commerce & Industry
Department of Commerce
SEZ Division
¥k
Jdyog Bhawan New Delhi,
SO B May, 2018
To, q/ //%‘:\ RIEPZ SPECIAL =i
The Development Commissioner, J (<7
MEPZ Special Economic Zone, A( %{‘5{ 04 JUN 2018
Administrative Office Building, A OHE
National Highway -45, ™ .
Tambaram, Chennai — 600 045
Sub :  Report of Local Audit during 17.01.2018 to 31.01.2018 regarding non-deduction of TDS

and payment of honorarium to cont

SEZ

The undersigned is directed to refer to the su
‘comments of this Department over the objectio

ingent staff engaged by MoC&I on

the rolls of MEPZ

bject cited above and to say that the para-wise
ns raised by the Local Audit are as under:

SL
No.

Audit Para
& Subject

Objection raised

Comments

1

Para 3/I1 B
Non
deduction of
TDS on
Wage
Payment to
contingent
staff

It is seen from the fully vouched coniingent
bills that the wage payment had been made
every month to the contingent staff noted
below:

1.Vikrant Sharma, DEO Rs11986/- PM.
2.Binendra Singh Pal, DEO Rs.11986/-
PM. .

3.Vikram, Clerk Rs.10998/- P.M.

The aggregate wage payment is arrived over
Rs.1.25 lakhs per annum to the above
contingent staff. However, Tax deduction at
Source at 2% had not been made on the
above payment as the aggregate payment
exceed Rs. 75000/- per annum this has
resulted in non-deduction of TDS on wage
payment to the above staff.

The department replied that the above issue _

had been noted for future compliance.

The objection of CAG appears to be on |
the basis of provision of Section 194C
of the Income Tax Act. However, the
applicability of this Section on the
three officials on MEPZ strength needs
to be examined. MEPZ, SEZ may
examine if Section 194C of the Income
Tax Act, 1961 is applicable to the
contingent staff and accordingly reply
to the Audit objection.

N

Para 4/11 B
Incorrect
payment of
Honorarium

It was noticed from Bill No. 614/3.3.2017
that honorarium was paid to centingent staff
to the tune of Rs.15000. This payment was
made based on an instruction from
Department of  Commerce dated
10.02.2017. As per this Instruction FR 46(3)
was quoted for payment of honorarium to
contingent staff. As per FR 46(b) only
Government servant alone is eligible to
receive honorarium for work performed.

Contingent staff would not come under the

category of Government servant. Hence FR

As per the decision of Comptroller and
Auditer General vide letter No.536-
A.1l/50-59, dated 13th May, - 1959
(copy enclosed) on the payment to
non-officials for work done or services
rendered to the Government in
Swamy’s compilation of FR&SR —“Tt
has been brought to the notice of the
Comptroller and Auditor General that
the payments of honorarium made to
the non-officials for work done or
services rendered by them are being
objected tc by Audit on the ground that

|
& <

=)

<)
p‘ »

e

-

46(6) cannot be applied for justifying the

o




Payment of honorarium to contingent staff,

The department replied that the observation
is being forwarded to MOC, SEZ section,
New Delhi for further necessary action and
reply would be furnished in due course on

Teceipt of the same from them.

such payments are of the nature of fees
chargeable to contingencies. It has
been decided that there is no
usefulness in making refinements in
finding out a suitable terminology for
such payments. Accordingly, if in a
particular case the remuneration has
been paid to a non-official for some
work done or services rendered to the
Government of India, no objection
need be raised to ijts being called
‘honorarium® and classified under

“Allowances and Honoraria™,

Your faithfully,

o Vrag
(G. Srinivasan)
‘ : Under Secretary to the Govt. of India
e » : Tel: 011 - 23062496

Email:- srinivasan, ic.in




FR. 40| ADDITIONS TO PAY
Governmen: servant as per orders on the subject i¢ Rs. 3,00C per annum and
\he same cannot be relaxed under any circumsiances. :

in this connection. ii is 1o clarify further that although the maximum
amount of honorarium which can be paid to 2 Government servan: should not
exceed Rs. 5,000 but a2 Head of Circle is empows=red 10 sanction honorarium
oniy up to Rs. 2,500 (Rupees two thousané five hundred) only as per the
delegation of firancial powers. In view of this, it may please be ensured that
no Government servant is paid more than Es. 2,500 owards honorarium 1n &
year.

| G.L, DcT, Lener No. 249-17/19-STN-I, dated ths 241 May, 1999 and Cir. Lr. No.
246-17/97-STN-}, dated the 9th July, 1999. ]
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COMPTROLLER AND AUDITOR-GENERAL’S DECISIONS -

A1) See Comprroller and Audit&)r-Genera}’s Ty=cisron below FR 49.

{(2) Payments to non-officials for work doue or services rendered to

the Government.— It has been brought to the notice of the Comprroller and

Auditor-General that the payments of honorarium made to the non-officiais
for work done or services rendered by them are being objzcted to by Audit on
{he ground that such paymenis are of the pamre of fees chargeable tc
contingencies. It has been decided that there is no usefulness in making
refinements in finding out a suitable terminology for such payments.
Accordingly, if in a particular case the remuaeration has been. paid to 2

non-official for some work done or services renderzd to the Government of

India. no objection need be raised te its being called ‘honorarium’ and
classified under ' Allowances and Honorariz™". .
t C. & A.G.'s Letrer No. 536-A. 11/50-59, dated e i3iF May, 1959,

L

(3) Honorarium for delivering lectures/ialks in the training pre-
gramines at National Academy of Audit and Accounts, ete.— In pursuance
of the recommendations of Auditors-General Conference held in January, -
1991, the question of revision of the existing rates of honcranum pavable 1
the guest faculty invited by Regional Training Instirutes. Nartional Academy
of Audit and Accounts, Shimla and in the programmes organized by Head-
quarters office has bzen considered. It has been decided that in partial modifi-
cation of this Office Letter No. NGE. 59/84, dated 2-7-1984 (noi printed), rate
of honorarium to aforesaid guest faculty be raised henceforth to Rs.:150 per
minutes duration) from resent rate of Rs. 100 per lecture.

—While the 12 —ed-rate B RS 150-per-lecrure-wili-apphy-to ost-guest-lecturss; - -

"2 higher rate of Rs. 200 per lecture may be allowed to Specialist Guest
1ectures, ie., those in very specialized area, ... Computer Specialists.

2. The monthly ceiling on drawal of honorarivm in a calendar month will
also be raised to Rs. 600 from the present figuie of Rs. 200. For specialisis.






