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OFFICE OF THE ADDITIONAL 

COMMISSIONER OF CUSTOMS, 
CUSTOMS HOUSE, ALTHAN BHIMRAD 

ROAD, 
NR. SMC WARD OFFICE,

ALTHAN, SURAT-395007. A, 3FTYTA, Ka -395007 

THTT: 0261-2260113 PHONE: 0261-2260113 

SHOW CAUSE NOTICE

M/s. Kartik Fab, 2, Darshan Industrial Estate, Moje-Jolva, Kadodara, Surat 
394305 (hereinafter referred as "the importer"), holding Import Export Code No. 

5211026721 had imported 12 sets of capital goods viz. Water Jet Looms under EPCG 
Licence No. 5230010143 dated 14.03.2012 by saving duty of Rs. 15,57,715/- (Actual
Duty Utilized of Rs. 12,96,777/-) and had cleared the same vide below mentioned Bill of 
Entry at a concessional rate of duty@ 3% while availing the benefit of exemption available 

under Notification No. 103/2009 dated 11.09.2009. The details of import are as under: 

Total Duty 
Number of Duty Saved/ BG 

B/E No. & Date Foregone/Debited machineries available as per
EPCG Licence 

Amount N. at the time of 
cleared (Rs.) clearance 

6943546 dated 
28.05.2012 12 15,57,715/ 12,96,777/- 1,45,000/-

TOTAL 12 sets 15,57,715/ 12,96,777/ 

Bank 2. Guarantee No. BG/238/2012-13 datad 10.05.2012 for Rs. 1,45,000/- issued by the The importer had executed Bond dated 24.05.2012 for Rs. 40,00,000/- backed by 

Kapol Co-operative Bank Ltd., Ring Road, Surat for EPCG License No. 5230010143 dated
14.03.2012. They had also given an undertaking to fulfill the conditions of the Bond, 
EPCG License and the relevant Customs Notification at the time of registration of the
EPCG License at ICD-Sachin, Surat. 

The 12 sets of Water Jet Looms were to be installed at M/s. Kartik Fab, Plot No. 2, 

Darshan Industrial Estate, Moje-Jolva, Kadodara, Surat, the importer in this regard 

produced Installation Certificate dated 06.08.2012 both issued by Chartered Engineer 
Shri Narottam L. Vora, Surat certifying the receipt of the goods imported and their

3. 

installation. 

As per Notification No. 103/2009-Cus dated 11.09.2009 the importer was required
to fullill the export obligation on FOB basis equivalent to six times/eight times the duty 
saved on the goods imported as may be specified on the licence or authorization. The 

relevant portion of the said notilication is produced herein below for reference:

4. 

Notification No. 103 /2009-CUSTOMS
New Delhi, the 11 September, 2009

G.S.R. 669 (E) - In exercise of the powers conferred by sub-section (1) of section25 of the Customs Act, 1962 (52 of 1962), the Central Govermment, being satisfied that it is necessary in the public interest so to do, hereby exempts 
goods specified in the Table annexed hereto, from,- 

(i) so much of the duty of customs leviable thereon which is specified in the First 
Schedule to the Customs Tarif Act, 1975 (51 of 1975) as is in excess of the 
amount calculated at the rate of three percent ad-valorem, and 

(ü) the whole of the additional duty leviable thereon under section 3 of the said 
Customs Tarijj Act, when specifically claimed by the importer.

2. The exemption under this notification shall be subject to the followingconditions, namely 
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(1that the gomds imported are oovcnd by a vald authorizntion issued under 
thee Expo1 Pomatin Capital Goods (1PCG) Scheme in terms of Chupter 5 of the 
Foreign Trude Policy permilling import of goods at the rate of thvee percent duty 
nd the sad uuthorization is produced Jor debil by the proper oficer of customs

at the me of clearance 
Iyovided that for import of spare parts sppecificd at Sr.No.4 of the said Table, the 

alidity pe riod of the authonization shal be decmed to he the period permitted 

for fulfillmnent of the cxport obligation in full 
Provided further that the import of motor cars, sports utility vehicles or all 

urpose vehicles shall be allowed only to hotels, travel agents, tour operalors or 

tour trunnport opcrators and companies owning or operating gol resorts,

ubject to the condition that,-

i the total foreign exchange earnings fron hotel, travel and tourism and

golf tourism sctors in current and preceding three licensing years is rupees one 

Crore Jifty lakhs or more;

the duly saved amount on all EPCG authorizations issued in a licensing (u) 
ycar for import of motor cars, sports utility vehicles or all purpose vehicles shall 

nol cxcccd 50% of average Joreign exchange earnings from hotel, travel and 

tourism and golf tourism sectors in preceding three licensing years; and 

fiiy the vehicles imported shall be so registered that the vehicle is used for
tourist purpose only and a copy of the registration certificate shall be submitted 
to the concerned Customs authorities as a confirmation of import of vehicle

Lwithin six mornths from the dale of import:

Provided also that the beneft of import of capital goods at concessional duty
under this notification for creation of modern infrastructure shall be extended
only to such retailers who hawe a minimum area of 1000 square metres.

(2) that the goods imported shall not be disposed of or transferred by sale or 
lease or any other manner till export obligation is completed.

(3) that the importer execulesa bond in such form and for such sum and with 
such surely or security as may be specified by the Deputy Commissioner of 
Customs or Assistant Commissioner of Customs binding himself to comply with 
all the condilions of this notification as well as to fulfill export obligation on FOB 
basis equivalent to eightlimes the duty saved on the goods imported as may be 
speciicd on the authorization, or jor such higher sum as may be fixed or 
endorsed by the Licensing Authorily or Regional Authority in terms of Para 5.10 
of the Hundbook of Procedures Vol , issued under para 2.4 of the Foreign Trade
Policy, uwilhin a period of eight years from the date of issue of Authorization, in 

the following proportions, namely 

Period fron the date of issue 

o Authorization 

(2) 
Block of 1st to 6th year 
Block of 7th to 8th year 

Proportion of total export 

obligation 
S. N. 

3 
50% 

50% 

It is thus evident from the albove notilication that the importer was required to 
execute u bond in such form and for such sum and with such surety or security as may be 

upecilicd by the Deputy Commissioner ol Customs or Assistant Commissioner of Customs
binding, himucll to fullill export obligalion on FOB basis equivalent to 8 times the duty 
ived on the goods imported as may be specilied on the licence or authorization, or for 
Huch higher sum us nmay be ixcd or endorscd by the licencing Authority or Regional

Autlority, within a period of eight years from the date of issuance of licence or 

uthorization i.e. complete 50% export obligation within first block of 1st to 6th years and 
renung 50 % in second block of 7th to 8th ycars.

5. "The aaloresaid EPCG Liccnse No. 5230010143 dated 14.03.2012 was issued to the 
luuporter lor u period ol 8 years valid up to 13.03.2020 and the Bond dated 24.05.2012 

wun eaecuted lor a period of 10 years. Accordingly, the Importer was required to fulfill the

enpot olbligation within a period of 8 years from the date of EPCG Licence as per the 
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oondition laid down in the Notification and EPCG Licence itself and submit the Export Obligation Discharged Certificate issued by the DGFT Authority to the departrnent. 
6. On complction of block 1-6 years, a letter dated 28.02.2019 was issued to themporter requesting them to submit evidence regarding cxport to the extent ol 50% ot the total export obligation which was returned undelivercd by postal authority. Purther,letters dated 10.01.2022 and 22.02.2022 were issued to the importer to either furnish the EODC 1ssued by DGPFT, Surat or any extension granted by DGFT, Surat for fulillment of Export Obligation which were also returned undelivered by postal authority. 
.. AS no reply was received from importer, a lettcr dated 28.02.2022 was written to the Foreign Trade Devclopment oficer, DGFT, Surat requcsting thcm to intimate this oilicewhether the importer has bcen issucd EODC against EPCG Licensc No. 5230010143 dated14.03.2012 issued to them or any documents showing the fulhillment of the exportobligation have been submitted by the aforesaid importer. The Assistant Director, Directorate General of Foreign Trade, Surat vide their letter F.No. EPCG/Mis./2020-21 dated 03.03.2022 intimated that the importer had not submitted any documents to them 
against fulillment of export obligation. 

Thus, it is evident from the above that the importer has failed to fulill the export

obligation as specilied in the Licence and has not complied with the mandatory conditions 
of the Customs Notification No.103/2009 dated 11.09.2009, EPCG Licence and Bond 
dated 24.05.2012. 

As per the provisions of Section 143 of the Customs Act, 1962, the aforesaid capital 
goods were allowed clearance by the proper officer on execution of bond by the importer
wherein the importer bound themselves to discharge liability within a specified period in 
certain manner, which they have failed to do, by not fulfilling the export obligation. 
Therelore, the department is entitled to recover the duty less paid by raising a demand
and appropriating the Bank Guarantee furnished by the importer against this demand.

The said section is produced herein below for reference 

7. 

SECTION 143. Power to allow import or export on execution of bonds in certain
cases. -(1) Where this Act or any other law requires anything to be done before a person can import or export any goods or clear any goods from the control of ojjicers of customs 

and the Assistant Commissioner of Customs or Deputy Commissioner of Customs is 
satisfied that having regard to the circumstances of the case, such thing cannot be done
before such import, export or clearance without detriment to that person, the Assistant 
Commissioner of Customs or Deputy Commissioner of Customs may, notwithstanding 
anything contained in this Act or such other law, grant leave for such import, export or 
clearance on the person executing a bond in such amount, with such surety or securityand subject to such conditions as the Assistant Commissioner of Customs or Deputy
Commissioner of Customs approves, for the doing of that thing within such time after the
import, export or clearance as may be specifed in the bond.

(2) If the thing is done within the time specified in the bond, the Assistant Commissioner 
of Customs or Deputy Commisioner of Customs shall cancel the bond as discharged in 
full and shall, on demand, deliver it, so cancelled, to the person who has executed or who 
is entitled to receive it; and in such a case that person shall not be liable to any penalty
provided in this Act or, as the case may be, in such other law for the contravention of the 
provisions thereof relating to the doing of that thing.

(3) If the thing is not done within the time specified in the bond, the Assistant 
Commissioner of Customs or Deputy Commissioner of Customs shall, without 
prejudice to any other action that may be taken under this Act or any other law 
for the time being in force, be entitled to proceed upon the bond in accordance 
with law. 

In view of the above, the importer failed to fulill the conditions laid down under 

Notification No. 103/2009-Cus dated 11-09-2009 in as much as they failed to export 
goods manufactured from 12 sets of Water Jet Looms imported under EPCG License No. 
5230010143 dated 14.03.2012 which was equivalent to six times/eight times the duty

8. 

saved amount on the goods imported and also did not produce EODC issued by DGFT, 

Surat or any extension granted by DGFT, Surat for fulfilment of Export Obligation. They 
are therefore liable to pay duty of Rs. 12,96,7771- (Rupees Twelve Lakh Ninety-Six 
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Thousand Seven Hundred Seventy Scven only) in respect of the said imported goods
along with interest at the applicable rate, in terms of conditions of the said Notilication 

read with condition of Bond exccutcd by the importer and Scction 143 of the Customs

Act, 1962.

The importer had executed Bond daled 24.05.2012 for Rs. 40,00,000/- backed by 
Bank Guarantec No. BG/238/2012-13 dated 10.05.2012 for Rs. 1,45,000/- issued by the
Kapol Co-opcrative Bank Ltd., Ring Road, Surat for EPCG License No. 5230010143 dated

14.03.2012, therelore the Bank Guarantce is required to be appropriated against the

aloresaid recovery. 

8.1 

8.2 t also appcars that the imported capital goods were not used for intended purpose 

10r which the excmption from payment of duty was claimed and thercfore, the aforesaid 

Capital goods are liable for confiscation under Section 111(o) of the Customs Act, 1962. It 

therclore appears that importer has rendered themsclves liable for penal action under 

Section 112 (a) and 117 of the Customs Act, 1962.

In view of the above, M/s. Kartik Fab, 2, Darshan Industrial Estate, Moje-Jolva, 

Kadodara, Surat-394305 is hcrcby called upon to show cause to the Additional 

Commissioner of Customs, having his office at Customs House, Althan Bhimrad Road, 

Althan, Surat, Gujarat-395007, as to why: 

9. 

() The bencit of concessional rate of duty @ 3% for £PCG Scheme under Notilication 

No. 103/2009 dated 11.09.2009 on the imported Watcr Jet Looms imported in the

namc of M/s. Kartik Fab should not be denied.

i) Customs duty total amounting to Rs. 12,96,777/- (Rupees Twelve Lakh Nincty

Six Thousand Seven Hundred Seventy Seven only) being the duty foregone at the 

time of import under EPCG Licence, should not be demanded and recovered from 

them in terms of Notification No 103/2009 dated 11.09.2009 as amended, read 

with the Conditions of Bond executed and furnished by them in term of Scction 143 

of the Customs Act, l1962 by enforcing the terms of the said Bond. Further, why the 

Bank Guarantee No. BG/238/2012-13 dated 10.05.2012 for Rs. 1,45,000/- backed 

against the Bond, should not be appropriated, and adjusted towards the duty

liability as mentioned above. 

(ii) The lmported Capital Goods should not be held liable for confiscation under Section 

111(o) of the Customs Act, 1962 read with conditions of Bond executed, in terms of 

Section 143 of the Customs Act, 1962 read with Notification No. 103/2009-Cus 

datcd 11.09.2009 as amended from time to time.

(iv) Interest at the applicable rate should not be recovered from them on the Customs

duty as mentioned at (i) above in term of Notification No 103/2009-Cus dated 

11.09.2009 as amended from time to time read with Conditions of Bond executed in 

term of Section 143 of Customs Act, 1962.

(v) Penalty should not be imposed on the importer under Section 112 (a) of the 

Customs Act, 1962 for the acts of omission & commission mentioned above. 

(vi) Penalty should not be imposed on the importer under Section 117 of the Customs

Act, 1962 for the acts of omission & commission mentioned above. 

10. The above noticee is hereby required to file a reply to this Notice within thirty days 
from the receipt of this Notice. They are also required to produce all evidence upon which

they intend to rely in support of their defense. They are further required to indicate in 

their written reply as to whether they desire to be heard in person before the case is 

adjudicated. 

11. lf no reply is received within 30 (Thirty) day's of receipt of this notice or if they do 

not appear before the adjudicating authority when the case is posted for hearing, the case 
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will be decided cx-parte, based on the material available on record without further 

rcference to them.

12. This noticc is issued without prejudice to any other action that may be taken 

against them under the Customs Act, 1962 or under any other law for the time being in 

force.

13, The Department reserves its right to amend, modify or supplement this notice at 

any time on the basis of cvidence available/ cvidence gathered later on, prior to the

adjudication of the case.

14. The relicd upon documents are listed in Annexure-A appended to this notice.

2 
(PTT TATR) 

(Manish Kumar) 
Additional Commissioner, 

Customs, Surat

F. No.VI1/10-5/08&A/ADC/BRF /2022-23 Dated: 28 .04.2022

BY SPEED POST A,D 

To, 
M/s. Kartik Fab, 
2, Darshan Industrial Estate, 

Moje-Jolva, Kadodara, 
Surat-394305 

Shri Manishkumar Vrijbhai Desai, 

Proprietor of M/s. Kartik Fab, 

220, Narayan Nagar Society,
Katargam, Surat-395004 

Copy to: 

1. The Deputy/Assistant Commissioner of Customs, ICD-Sachin, Surat. 

2. Guard File/Office copy. 
3. The Deputy/Assistant Commissioner, The System Section, Ahmedabad Customs (in soft copy)
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