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OFFICE OF THE PRINCIPAL COMMISSIONER OF
cusToMs, AHMEDABAD

CUSTOMS HOUSE, NEAR ALL INDIA RADIO
NAVRANGPURA, AHMEDABAD 38OOO9

DIN- 20240571MNOOOO8s7628

SHOW CAUSE NOTICE

M/e B K Stlk Mtlls Pr/t, Ltd., 0-2794 to 2797, Millenium Textile Market, Rrng
Road, Surat-395002 and Plot No. F-532 to 535 & Plot No. F-628 to 631, Laxmi Textite
Market, Indl. Area, Nr. Sachin GIDC, Sachin, Surat-394230 (hereinafter referred to as
"the importer' or "the Noticee" for the sake of brevity), holding Importer Exporter Code
(IEC) No. 5215909113 had imported 20 Sets of capital goods viz. Computerized
Embroidery Machine under EPCG Licence No. 5230019167 dated 20.Ol.2Ot6 by saving
duty of Rs.1,O0,65,520I- (Actual Duty Utlltzed of Rs. 1,OO,28,2Oal-l and had cleared
the same vide below mentioned BiIl of Entry at zero duty while availing the beneht of
exemption available under Notification No. 16/2015-Cus dated 01.04.2015. The details
of import are as under:

I 700000

2. Whereas the Importer had executed Bond dated 21.03.2016 for Rs.
2,80,00,000/- backed by Bank Guarantee No. 0306BG00O972O16 dated 23.02.2O16 for
Rs.17,O0,000/-issued by the South Indiar Bark, Guru Krupa House, Upper Ground
Floor, 2I"t Century Business Centre, Near Empire Estate Building, Udhna Darwaja,
Ring Road, Surat-395o02, for EPCG License No. 5230019167 dated 20.O1.2016. They
had undertaken to fulhll the Export Obligation as specified in the Notification and the
License.

3. Whereas 20 sets of Computerized Embroidery Machine have been installed at the
factory premises of M/s B K Silk Mtlls Rrt. Ltd., Plot No. F-532 to 535 & Plot No. F-
628 to 631, Laxmi Textile Market, 1ndl. Area, Nr. Sachin GIDC, Sachin, Surat-394230.
In this regard, the importer produced Installation Certificate dated 14.O7.2O 16 issued
by Chartered Engineer Dr.P.J.Gardhi, Surat certifying the receipt of the goods imported
and their installation.
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4. Whereas as per Notihcation No. 16/2015-Cus dated 01.04.2O15 the importer
was required to fulfill the Export Obligation on FOB basis equivalerrt to slx times of the
Duty saved on the goods imported as may be specified on the Licerce or Authorization.
The releva:nt portion of the said NoLifrcation is re-produced herein below for reference:-

Notiflcdtlon No, 16 / 2OIS-CUS?OMS

Neut Dethi, the lst Apil, 2015

C.S.R. 252 (E) -ln exercise of the powers confened by sub-section (1) ol
section 25 of the Custofiis Act, 1962 (52 of 1962), the Central Gouernment,
being satisfied that it is necessary tn the public interest so to do, hereby
exempts goods specified in the Table 1 annexed hereto, from,-

0 the whole of the duty of anstoms leuiable thereon under the First
Schedule to the Custonls Taiff Act, I 97 5 (51 of I 97:;) (hereina-fter
refered to as tLTe said Customs Tariff Act) , and

(iil fti) the u-thote of the additional dutg leviabte thereon under section 3 of
the soid Custom.s Tariff Act, uLhen specificaLlg claimed by the
importer.

2. The exemption under this notification shaLl be subject to the follouing
conditions, namelg:-

(1)that the goods imported are couered bg a uoLid authori.sotion issued under
the Export Promotion CopitaL Goods (EPCG)Scheme in terms oJ Chapter 5 of
the Foreign Trade Policg permitting import of goods at zero customs dutA;

(2) thot the authoisation is registered at the port of import specified in the
said authoisation and the goods, uhich are specified in the Table I annexed
hereto, o.re imported. within validitg of the said authorisation ,tnd the said
authori,sation ts produced for d.ebit by the proper olficer of customs ot the
time of cLearance: Prouided that the goods imported should not faLl under
clause (fl of paragraph 5.01 of Foreign Trade Policy: Prouided fufther that the
catalgst for one subsequent charge shall be allowed, under the outhorisation
in tuhich plant, machinery or equipment and catalgst for tnittal charge haue
been imported, except in cases uhere the Regional Authontg issues a
separate authoisation for catalyst for one subsequent charge oJ'.er the plant,
machinery or equipment and catalyst for initial charge haue alreadg been
imported;

(3) that the importer is not 6sued, tn the year of issuance of zero dutg EPCG
quthori.sation, the dutg credtt scrtps under the erstwLtile Stttus Holder
lncentiue Scnp /SH/S/ scheme. In the case of applicant Luho ts Common
Seruice Prouider (herein afier refened cs CSP/, the CSP or any of its specific
users should not be issued, in the year of issuance of the zero dutA EPCG
authorisation, the dutg credit scips under SHIS. This conditittn shall not
applg u.there alreadg auailed SHIS benefit thal b unutilised is sutrendered or
uhere beneftts auailed under SHIS tlnt is utili.sed is refunded, utith
applicable tnterest, before i.ssue of the zero dutg EPCG authortsatton. SHIS
scrips tuhlch are surrendered or benefit refunded or not i:;sued in a
particular gear for th.e reason the authoisation has been issued in that gear
shall not be i.ssued in future gears also;

(4) that the goods imported sholl not be disposed of or tronsferred by sale or
lease or ang other manner till export obligation is complete;

(5) that the impo1er exeattes a bond in such form and for such sum and tuith
such suretg or secuitA as maA be specifted bg the Deputg Comntissioner of
Customs or Assistant Commisstoner of Customs binding himsel.," to comply
with all the conditlons of thb nottftcation o-s welL as to fuLftlL export obligatlon
on Free on Board (FOB) basis equiualent to six times the dutA saued on the
goods imported as maA be specified on tle authorbatiory or for such higler
sum os mag be ftxed or endorsed bg the Regional Authoity in terms of Para
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s
No

Period .from the date of
issue of Authoris atio n

'Proportton of total
exporl obLiqatton

I Block of l.t to 4th Aear Minimum 50%
2 Block of 5n and 6n uear Balance

5.16 of the Handbook of Procedures, within a period of six gears from the
date of bsue of AutLaisation, in the follouing proportions, namelg :

Prouided that in case the authoisation is issued to a CSP, the CSP shall
exeante the bond uith bank Warantee a4d the bank guarantee shall be
equiualent to 100% of the duty foregone, ond the bank guorantee shalt be
giuen bA CSP or by anAone of the users or a combindtion thereof, at the
optton of the CSP:

Provided further that the export obligation shall be 75o/o of tlLe nomal export
obligation specified aboue uhen fulfilled bA exporl of follou.ting green
technology products, namelg, equipment for solor energA decentralised and
gid connected products, bio-mass gassifier, bio-mass or waste boiler, uapour
absorption chillers, uto.ste h.eat boiLer, tuaste heat recouery units, unfired
heat recouery steam generators, wind turbine, soLar collector and parts
thereof, uater treatment plants, wtnd miLl and uind milLturbine or engine,
other generating sers - uind pouered, electricalLg operated uehicles - motor
cors, electricaLly operated uehicles lontes and trucks, electricaLly operated
uehicles - motor cycle and mopeds, and- solar celLs:

Prouided also that for units locoted in Arunachal Pradesh, Assam, Jammu
and Kashmir, Manipur, Meghataga, Mizoram, NagaLand, Sikkim and Tripura,
the export obligation shall be 25% of the normal export obligation specified
aboue:

Proutded also that uthere a sick unit ltolding EPCG authoisation is notified
bg the Board for lndustrial and Financial Reconstntction (BIFR) or uthere a
rehabilitation scfleme b announced bg the concerned *ate Gouemment in
respect of sick unit holding EPCG authoisation for lts reuiual, the export
obligation maA be fulfilled uithin time peiod alloued bg the Regional
Authoitg as per the rehabilitotion package prepared bg the operating ogency
and approued by BIFR or rehabititation deparlment of State Gouemment. In
cases u.there the time peiod i.s not specified in the rehabilitation package, the
export obligotion moA be fulfilled uithin the pertod spectfied in poragraph
5.05 of the Foreign Trade Policg;

(6) that if the importer does not claim exemptton from the additional dutg
leuiable under section 3 of the Cusroms Tarilf Act,1975, the additional dutg
so paid bg him shall not be taken for computation of the net duty saued for
the purpose of flxation of export obtigation prouided the Cenuat credit of
additionaL dutg paid has not been taken;

(7) that the importer, including o CSP, produces tuithin 30 days from the
expiry of each block from the date of issue of outhoisation or uithin such
ertended peiod as ttle DeputA Commissioner of Customs or Assistant
Commbsioner of Customs maA allott, euidence to the satisfaction of the
Deputg Commissioner of Customs or Assistant Commissioner of Customs
shouing the ertent of export obligation fulfiIled, and uhere the export
obligation of ang particalar block is not fulfilled in terms of the condttion (5),

the importer shalt within three montLs from the expiry of the said block pay
duties of customs equal to an amount which bears the same proportion to the
duties leviable on the goods, but for the exemption contained herein, which
the unfulfilled portion of tlae export obligation bears to the total export
obtigation, together uith tnterest at the rate of ffieen percent. per annum
from the date of cleorance of the goods;

(8 ) that uthere the importer fitlfills 75%o or more of the export obligation as
specified in condition (5) [ouer and aboue 10oo/o of the aueroge export
obligationl uithin half of the period specified for export obligation as
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mentioned in conditton (5), his balance export obligation shall be condoned
and he shall be treated. to haue fulfilled the entire export obLlgatton ;

It is thus evident from the above notification that the said importer was required
to execute a bond in such form ald for such sum and with such surety or security as
may be specified by the Deputy Commissioner of Customs or Assistant Commissioner of
Customs binding himself to fulf1ll export obligation on FOB basrs eqrrivalent to six times
the duty saved on the goods imported as may be specihed on the licence or
authorization, or for such higher sum as may be fixed or endors,:d by the licencing
Authority or Regional Authority, within a period of six years from ttre date of issuance of
licence or authorization i.e. complete 50% export obligation Mthin first block of 1"r to
4th years ald remaining 50 o/o in second block of sth to 6th years.

5. Whereas the aforesaid EPCG License No. 5230019167 datrd 20.01.2016 was
issued to the Importer for a period of 6 years and the Bond datcd 21.O3.2016 was
executed for a period of 08 years. Accordingly, the Importer was required to fulfill the
Export Obligation within a period of 6 years from the date of EPCG Licence as per the
condition laid down in the Notification and EPCG Licence itself and submit the Export
Obligation Discharge Certificate issued by the DGFT Authority to the Department

6. Whereas letters F.No.ICD-Sachin/Misc.lOl /2022-23 dated I3.01.2023 was
issued to the Importer to eittrer furnish the EODC issued by D(}FT, Surat or any
extension granted by DGF-|, Surat for fulfillment of Export Obligation, but the same
was returned undelivered.

6.1 As no reply was received from the lmporter, a k tter F.No. ICD-
Sachin/DGFT/ 07 l2O2O-2I dated 02.03.2023 was written to the Foreign Trade
Development Officer, DGFT, Surat requesting them to intimate whcther the Importer
has been issued EODC agarnst EPCG License No. 5230O19167 dated 20.01.2016 or any
documents showing the fulfillment of the Export Obhgation have beerr submitted by the
aforesaid Importer. However, no response from the DGFT, Surat has been received trll
date. Thus, it is evident from the above that the lmporter has failed t.r fulhll the Export
Obligauon as specified in the Licence and has no! complied with rhe mandatory
conditions of the Customs Notification No.16/201S-Cus dated 01.04.2015, EPCG
Licence arrd Bond dated 21.03.2016.

7. As per the provisions of Section I43 of the Customs Acl, le'62, the aforesaid
Capital Goods were allowed clearance by the proper Officer on execution of Bond by the
Importer wherein the lmporter has bound himself to discharge liability wrthrn a
specified period in certain manner, which he failed to do, by not fu.fiIling the Export
Obligation. Therefore, the Department is entitied to recover the Duty less paid by
raising a demand and appropriating the Balk Guarantee furnrshed by the Importer
agarnst this demand. The sard Section is produced herein below for ref:rence:

SECTIOJV 743. Potoer to alloto lmpot't or export on execution oJ bonds
ln certqtn crzses, - (1) Where this Act or ang other la u.t requires anything to
be done before a person can import or export ang goods or cLezr any goods

from the control of oJficers of customs and the Assistant Contmissioner of
Cusroms or Deputg Commtssioner of Customs is satisfed thttt hctving regard to
the ciranmstances of the case, such thing cannot be done before such import,
export or cLearance without detnment to tlnt person, the Assistant
Commi.ssioner of Custom.s or Deputg Commissioner o-f Cv stoms may,
notu-tith-standing anythtng contained in thb Act or such other lau', grant leaue
for such import, export or clearance on the person executing a Dond in such
amoun| with such suretA or secuntg and subject to such conditions os
the Assistant Commissioner of Customs or DeputA Commbsione- of Customs
approues, for the dotng of tlnt thing u.tithin such time afier the import, export or
clearance as mag be specified in the bond.

(2) If the thing is done uLithtn the time specifled in the bond, rhe Assistant
Commissioner of Customs or Deputg Commbsioner of Customs shall cancel the
bond as discharged tn fill and shntL, on demand, deliuer it, so concetled, to the
person who has executed or uho is entitled to receiue it; and in such a case
that person shall not be liable to onA penattA proutded in thts A:t or, as the
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co.se maA be, in such other lana for the contrauention of the prouisions thereof
relating to the doing of that thing.

(3) If the thing A not done u-tithin the ttme specified in the bond, the Assistant
Commissioner of Custotrls or DeputA Commissioner of Customs sL:r;,tl, without
prejudice to ang other action that mag be taken under this Act or ang other
law for the time being in force, be entitled to proceed upon the bond tn
accordance uith laut.

E. Whereas in view of the above, the Importer has failed to fulfill the conditions laid
down under Notification No. l6/2015-Cus dated 01.04.2015 in as much as he has
failed to export goods manufactured from 20 Sets of Computerized Embroidery Machine
totally valued at Rs. 4,28,63,718l- (Rupees Four Crore, Twenty Eight Lakh, Slxty
Three Thousand, Seven Hundred and Eighteen only) imported under EPCG License
No. 5230019167 dated 2O.Ol.2016 which was equivalent to six times of the Duty saved
amount on t}te goods imported and aiso did not produce EODC issued by DGFT, Surat
or any extension granted by DGFI, Surat for fulfrllment of Export Obligation. They are
therefore liable to pay Customs Duty of Rs. l,OO,2a,2Oa I - (Rupees One Crore, T\renty
Elght Thousand, Two Hundred and Eight only| in respect of the said imported goods
along with interest at the applicable rate, in terms of conditions of the said Notification
read with condition of Bond executed by the Importer and Section 143 of the Customs
Act,1962.

8.1 Whereas, it appears that imported Capital Goods have not been used for the
intended purpose for which the exemption from payment of Duty was claimed and
therefore, the a-foresaid Capital Goods appears liable for confrscation under Section
I I 1(o) of the Customs Act, 1962 and thus the said Importer appezrs to have rendered
themselves liable for penal action under the provisions of Sectron I12 (a) of the
Customs 4ct,7962

a.2 Since, the said Importer could not fulfill the conditions laid down under
Notification No. 16/201S-Cus dated 04.04.2015, the Barrk Guarantee No.
03068G0OO972016 dated 23.02.2016 for Rs. 17,OO,OOO/ -issued by the South Indian
Bank Ltd.,21"' Century Business Centre, Nr. Empire Estate Building, Udhna Darwaja.
Ring Road, Surat-395002, for EPCG License No. 5230019167 dated 20.0l.2016 arc
required to be encashed and appropriated against the proposed demand.

8.3 As per para (7) of Customs Notification No. 16/201S-Cus dated O1.04.2015, the
importer was required to produce, within 30 days from the expiry of each block from the
date of issue of authorization or within such extended period, evidence to the extent o[
export obligation fulfrlled by them, and where the export obligation of arry particular
block was not fulhlled, the importer were required to pay duties of customs equal to an
amount which for the unfulfilled portion of the export obligation along with interest
within three months from the expiry of the said block. The said Importer had also given
an Undertaking/Bond to this effect. The letter dated 13.01.2O23 was written to the
Importer to intimate the extent of Export obligation fulfilled by them but they did not
reply to the letter. Thus, the fact that they had neither completed *ret Export
obligation nor paid the Duty on import as per law & procedure is on record. Thus, it
appears that the said Importer has neither fulhlled their Export Obligation nor paid the
Customs Duty alongwith interest for non-fulfillment of Export Obligation. These facts
were not disclosed to the Department or DGFT, thereby, suppressing the facts with a
clear intent to evade the payment of Duty

a.4 It, therefore, appears that the imported Capital Goods have not been used for the
intended purpose for which the exemption from payment of Duty was claimed a;rd
therefore, the aJoresaid Capital Goods are liab1e for confiscation under Section 111(o) of
the Customs Act, 7962, thus rendering the Importer liable for penal action under the
provisions of Section 112(a) of the Customs Acl, 1962. The Importer had a.lso not
disclosed the fact of non-fulfillment of Export Obligation by them as envisaged in
Notification No. i6/2O1S-Cus dated O1.04.2015 to the Department. No other penalty
has been prescribed for such contravention and therefore the lmporter is liable to
penalty under Section I 17 of the Customs Act, 1962.
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8.5 It also appears that Shri Hiteshbhai Bachubhal QaJera, D,irector of B K Stlk
Mtlls R^. Ltd., having his residential address aL lOO2, Shreeji Residency, Vesu, Surat-
395007 ald Shri Pravin D Thumar, Dlrector of B K Sllk Mllls I\ . Ltd., having his
residential address at 50, Purvi Soceity, Street No. Pu rvi Soceity. Hira Baug, Surat-
395006 have intentionally taken the undue benefits of EPCG Sicheme and evaded
payment of Customs Duty of Rs. 1,00,28,208/- (Rupees One Cr:ore, Twenty Eight
Thousand, Two Hundred aad Eight only) in respect of rhe erbove Computerized
Embroidery Machines by not fulfilling the Export Obligation s as envisaged in
Notification No.16/2015-Cus dated 01.04.2015. Thus they have knowngly committed
acts which rendered the sard goods in question liable for confisc,r.tion under Section
111(o) of the Customs Act, 1962 by committrng an offence o[ the .lature as described
under Section 112(a) of the Customs AcL, 1962. Resulta-ntly, they have rendered
themself iiable to pena-lty under Section Il2(a) of the Customs Act, .962.

9, In view of the above, B K Stlk Mills Ptrt. Ltd..., 0-2794 to 2797, Millenium
Textile Market, Ring Road, Surat-395OO2 and Plot No. F-532 to 535 & Plot No. F-
628 to 631, Laxmi Textile Market, Indl. Area, Nr. Sachln GII)C, Sachin, Surat-
394230 is hereby called upon to show cause to the Principal Commissioner of
Customs, Ahmedabad having his office at lut Floor, Customs Ho:se, Near AII India
Radio, Navralgpura, Ahmedabad-380009, as to why:

(i) The benefit of 7,ero Drly for EPCG Scheme under Notification No. 16/201S-Cus
dated 0I.04.2015 on the imported Computerized Embroide:y Machines in the
name of B K Silk Mills Rrt. Ltd. Under EPCG Llcence No. 5230019167 dated
20.01.2016 should not be denied.

(ii) Customs Duty totally amounting to I,OO,28,2O8I- (Rupees Ctne Crore, Ttrenty
Elght Thousand, Two Hundred and Eight only) being the I)uty forgone at the
time of import under EPCG Licence, should not be dematrded lnd recovered from
them in terms of Notrficatron No.16/20IS-Cus dated 01.04.:1015 as amended,
read vlith the Conditions of Bond dated 21.03.2016 executec ald furnished by
them in term of Section 143 of the Customs Act,l962 by enforcing t}re terms of
the said Bond and as to why the Bank Guararttee No. 03068(10009720 i 6 dated
23.02.2016 for Rs. 17,0o,000/-issued by the South Indian Bank Ltd., 21"t
Century Business Centre, Nr. Empire Estate Building, Udhna Darwaj a, Ring
Road, Surat-395002 backed against the Bond, should not be appropnated and
adjusted towards the Duty liability as mentioned above.

(iii) Interest at the applicable rate should not be recovered from them on the Customs
Duty as mentioned at (ii) above in term of Notification No 1{i/2015-Cus dated
01.04.2015 as amended from time to time read wrth Conditionr; of Bond executed
in term of Section 143 of the Customs Act,1962.

(iv) The imported Capita.l Goods valued at Rs. 4,28,63,718/- (Rupees Four Crore,
ftrenty Etght Lakh, Sixty Three Thousand, Seven Hundred and Eighteen
onlyl should not be held liable for confiscation under Section llI(o) of the
Customs Act, 1962 read with conditions of Bond executed, ir terms of Section
143 of the Customs Act, 1962 read with Notification No.16/2015-Cus dated
01.04.2015 as amended from time to time.

(") Penalty should not be imposed on the Importer under Section I l2(a) of the
Customs Act, 1962 for the acts of omission & commission ment oned above.

(vi) Penalty should not be imposed on the lmporter
Customs Ac|, 1962 for the acts of omission &
menLioned in para 8.4 above.

under Se,:tion I 17 of the
commissic,n mentioned as

(vii) Bond executed by them at the time of import at ICD, Sachin should not be
enforced in terms of Section la3(3) of rhe Customs Act. I9e2 and the Bank
Guarantee thereof should not be encashed for recovery of the (lustoms Duty as
mentioned above and interest thereupon.

10. Shri Hiteshbhai Bachubhai €iajera, Director of B K Silk Mills Pvt. Ltd.,
having his residentia-l address at 1002, Shreeji Residency, Vesu, Surat-395007 and
Shri Pravin D Thumar, Director of B K Silk Mitls Frt. Ltd., havirg his residentia.l
address at 50, Purvi Soceity, Street No. Purvi Soceity, Hira Baug, Surat-395006 is
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11. The above Noticees are required to firle their reply within thirty days from the
receipt of this Notice. They are also directed to produce at the time of showing cause, all
the evidences upon which tJrey intend to rely in support of their defence. They are
further required to indicate in their written reply as to whether they desire to be heard
in person before the case rs adjudicated.

L2. If no reply is received from them within 30 (Thirty) days of the receipt of this
Notice or if they do not appear before the Adjudicating Authority when the case is
posted for hearing, the case will be decided ex-parte, on the basis of available records
without any further reference to them.

13. This Notice is issued without prejudice to any other action that may be taken
against them under the provisions of the Customs Act, 1962 or under arry other law for
the time being in force.

L4. The Department reserves its right to amend, modify or supplement this Notice at
any time on the basis of evidences avalable / evidences gattrered later on, prior to the
adjudication of the case.

15. The relied upon documents are listed in Annexure-A appended to this Notice

o9
\A

30
(Shiv Kumar Sharma|

Prlncipal Commissioner,
Customs, Ahmedabad

DtN - 2o24o57 I MNOOOO83762 8
F.No.VIII/ l0-37 /Pr.Commr I O&A I 2O23-2a

BY SPEED POST A.D

To,
B K Silk Mills hrt. Ltd..,
0-2794 to 2797, Millenlum Textlle Market,
Rlng Road, Surat-395OO2

B K Silk Mills Rrt. Ltd..,
Plot No. F-532 to 535 & Plot No. F-628 to 631,
Laxmi Textile Market, Indl. Area,
Nr. Sachin GIDC, Sachin,
Surat-39423O.

Shrl Hlteshbhai Bachubhai GaJera,
Dlrector of B K Silk Mtlls Rrt. Ltd.,
At 1002, Shreeji Residency, Vesu,
Surat-395007

Shrl Pravln D Thumar,
Director of B K Silk Mills Rrt. Ltd.,
50, Purvi Soceity, Street No. Purvi Soceity,
Hira Baug,
Surat-395006

CoDv to:-
1. The Joint Director General, DGF"I, 6'h Floor, Resham Bhavan, LaJ Darwaja,

Surat-395003 for information and necessary action.
2. The Deputy / Assistant Commissioner of Customs, ICD-Sachin, Surat.
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called upon to show cause to the Principal Commissioner of Customs, Ahmedabad
having his office at l"t Floor, Customs House, Near All India Radio, Navrangpura,
Ahmedabad-380009, as to why Penalty should not be imposed on them under the
provisions of Section 1 12(a) of the Customs Act, 1962 for the acts of omission &
commission mentioned above.

Date: 30.05.2024


