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e No. F. 2/10/2008-SEZ
Government of India
Ministry of Commerce and Industry
Department of Commerce
(SEZ Section)
Udyog Bhawan, New Delhi
Dated the 18th November, 2008
OFFICE MEMORANDUM
Subject: Agenda for the 29t meeting of the Board of Approval of Special
Economic Zone (SEZ) to be held on 19 November, 2008 at 5.00
' PM in Room No. 141 at Udyog Bhawan, New Delhi -- Reg.
The undersigned is directed to refer to this Department’s OM of even
number dated 17t November 2008 on the subject mentioned above.
2.  The Agenda note with relevant documents about the item to be
considered by the BOA i.e. appeal of M/s Quest Life Sciences Pvt. Limited, \\
a unit in MEPZ SEZ is enclosed. >
3. Kindly make it convenient to attend the meeting. W
Encls: As above Q’ {\\v«h
- (R.K. Pandey)
v Under Secretary

Telefax; 2306 3418
E-mail: rk.pandey@nic.in
As per the list enclosed
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1. Central Board of Excise and Customs, (Shri J.K. Batra), Member
(Customs), Department of Revenue, North Block, New Delhi. (Fax:
23092628).

2. Central Board of Direct Taxes (Shri Dinesh Verma, CIT (ITA),
Department of Revenue, North Block, New Delhi. (23095479)

3. Ministry of Finance (Smt. Ravneet Kaur, Joint Secretary), Banking
Division, Department of Economic Affairs. (Fax: 23367702/23360250)

4. Department of Industrial Policy and Promotion (Shri Gopal Krishna,
Joint Secretary}.

5. Ministry of Science and Technology (Dr. Laxman Prasad, Adviser &
Head (TDT & NSTMIS), Technology Bhavan, Mehrauli Road, New
Delhi. (Telefax: 26510686)

6. Additional Secretary and Development Commissioner (Small Scale
Industry) (Shri Jawhar Sircar), Room No. 701, Nirman Bhavan, New
Delhi. (Fax: 23062315)

7. Department of Information Technology (Shri Jainder Singh, Secretary),
Electronics Niketan, 6, CGO Complex, New Delhi. (Fax: 24363101}

8. Ministry of Home Affairs (Shri Dipti Vilasa, Joint Secretary), North
Block, New Delhi. (Fax: 23093153)

9. Ministry of Defence (Shri Anand Misra, Joint Secretary (Coordination).
(Fax: 23792043), South Block, New Delhi.

10. Ministry of Environment and Forests (Ms. Nalini Bhat, Adviser),
Pariyavaran Bhavan, CGO Complex, New Delhi - 3. (Telefax: 24364592)

11. Legislative Department (Shri S.R.Dalheta, Joint Secretary and
Legislative Counsel, Room No. 430, A-Wing, Shastri Bhavan, New
Delhi). (Fax: 23384832)

12. Ministry of Overseas Indian Affairs (Shri G. Gurucharan, Joint Secretary
(FS), Akbar Bhawan, Chankyapuri, New Delhi. (Fax: 24674140)

13. Department of Urban Affairs, Town Country Planning Organisation,
(Shri J.B.Kshirsagar, Chief Planner), Vikas Bhavan (E-Block), LP. Estate,
New Delhi. (Fax: 23073678/ 23379197)

14. Director General of Foreign Trade (Shri R.S.Gujral, DG), Department of
Commerce, Udyog Bhavan, New Delhi.

15.Shri L.B. Singhal, Director General, Export Promotion Council for
EOQUs/SEZ Units, 705, Bhikaji Cama Bhavan, Bhikaji Cama Place, New
Delhi - 110 066. (26165538).

16. Dr. Rupa Chanda, Professor, Indian Institute of Management, Banglore,
Bennerghata Road, Banglore, Karnataka

17. Development Commissioner, Noida Special Economic Zone, Noida.

18. Development Commissioner, Kandla Special Economic Zone,
Gandhidham.

19. Development Commissioner, Falta Special Economic Zone, Kolkata. ‘

20. Development Commissioner, SEEPZ Special Economic Zone, Mumbau._

21. Development Commissioner, Madras Special Economic Zone, Chermau

22. Development Commissioner, Visakhapatnam Special Economic Zone,

Visakhapatnam



DS 23. Development Comiumnissioner, Cochin Special Economic Zone, Cochin.
24. Development Commissioner, Indore Special Economic Zone, Indore.
- 25. Development Commissioner, Mundra Special Economic Zone, 4% Floor,
C Wing, Port Users Building, Mundra (Kutch) Gujarat.
26. Government of Tamil Nadu (Shri Shakthikanta Das, Secretary
(Industries)), Fort St. George, Chennai - 600009 (Fax: 044-25670822).

Copy to: PPS to CS/PPS to AS (RG)/PPS to |S (AM)/PA to Dir (VK)/ PA to Dir (RKM)
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AGENDA NOTE

Appeal of M/s. Quest Life Sciences Pvt. Ltd., a unit in MEPZ SEZ
against the order of cancellation of letter of approval.

M/s. Quest Life Sciences Private Limited, a unit in the MEPZ SEZ was
granted letter of permission on 24.11.2003 for setting up a unit for
generating clinical bio-analytical statistics and data management. They
started the commercial production on 31-07.2004. On obtaining the
information that the unit was selling their services in the DTA, the
Development Commissioner initiated proceeding under the FTDR Act.
On completion of the proceedings, a penalty was imposed on the unit.
When the case was brought before the Unit Approval Committee, it
decided to cancel the letter of approval. Accordingly, the letter of
-approval was cancelled, vide order dated 23.5.2008 (copy of order is
placed at Annex.I). The unit had appealed to the Board of Approval
against such cancellation order (copy of appeal is placed at Annex.I)
and the appeal was listed on the Agenda of the BoA during its meeting
held on 1.8.2008. In the meanwhile, the unit had also approached
Hon’ble High Court, Chennai, vide W.P. No. 17878 and obtained interim

orders staying the orders passed by the UAC. In deference to such
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- orders, the BOA did not take up the appeal petition on 1.8.2008. DC,
MEPZ SEZ has informed that the above case came up for hearing on
31.10.2008. Hon’ble High Court dismissed the case with a direction to
the BoA to dispose of the appeal filed by the petitioner in four weeks’

time (copy of Hon’ble Court order is placed at Annex.I).

Accordingly, the matter is placed for consideration of the BoA.

5%
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F.No.8/30/2003/SEZ
Government of India
Ministry of Commerce and Industry
Office of the Development Commissioner
MEPZ-Special Economic Zone
Tambaram, Chennai - 600 045

Dated: May 23, 2008

RDERS UNDER SF £d 1] OF SEZ ATYT 2005 OF TH
NIT APPROVAL M TEE CONST; D FOR MEPZ-SEZ

These orders are being issued for and on behalf of the Unit Approval
Committee constituted for MEPZ-Special Economic Zone vide Government of India
Gazette Notification S.0.152(E) dated 7™ February 2007 by the Development
Commissioner, MEPZ-SEZ and Chairman of Unit Approval Committee as authorized
by the UAC in its meeting held on 25.4.2008.

2. M/s.Quest Life Sciences Pvt. Ltd. was granted Letter of Permission
No.8/30/2003/SEZ dated 24.11.2003 by the bevelopment Commissioner for setting
up & Unit for generating Clinical bio-analytical statistics and data management. They
started the commercial production on 31.7.2004.

3. On obtaining information that the Unit was selling their services into DTA in
violation of rules and procedures in force, the Development Commissioner initiated
proceedings under Foreign Trade (Development and Regulation) Act, 1992 by issuing
a Show Eause Notice No.8/30/2003/SEZ dated 23.8.2005. On completion of these
proceedings, the Development-Commissioner car;e to the condusion that there were
violations regarding sale into DTA and imposed'a penalty MM
Five Lakhs only) vide Order No.8/30/2003/SEZ dated 21.02.2006. The Unit
appealed against the orders of the Development Commissioner to the Appeliate
Committee constituted by the Ministry of Commerce, which upheld the DC's orders,
vide letter No.12013/14/2006-AD)/AC dated 10.4.2007., The Unit has gone on

appeal to the Hon’ble High Court of Madras, which was pleased to/staL_t%rders_of‘
. - =~
the Appeliate Committee. F Ve
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4, As Chapter X-A of the Indian Customs Act was applicable to the SEZs for the
year 2004-05 and 2005-06, the Deputy Commissioner of Customs posted to
MEPZ-SEZ initiated parallel proceedings for violation of Customs Act like exporting
services without filing shipping bills or softex forms and transferring services into
DTA without following the procedures and for. non-payment of duty while selling into
DTA. The Deputy Commissioner of Customs on conclusion of the proceedings
imposed a penalty of Rs.24.48 lakhs and duty of Rs.24.48 lakhs. The Unit has
appealed to the Appellate Commzasioner of Customs, Chennai. The final orders are

yet to be passed on the appeals.

5. In spite of the above action, it was brought to the notice of the Deputy
Commissioner of Zone Customs that the Unit is continuing to repeat the same
violation in the year 2006-07. Proceedlngs were 1n|t|ated by the Zone Customs for
sales into -DTA without payment of duty and ordered Tecovery of duty amounting to
Rs.25.43 lakhs and a mandatory penalty of Rs.25 43 lakhs. The orders of the Zone
Customs has been challenged and is pending before the Appellate Commissioner,

. Custom House, Chennai.

6. A Show Cause Notice issued by the Development Commissioner: vide letter
No.8/30/2003/SEZ dated 31.10.2007 pointed out the following violations: -
For r 2005-

(i) Exported services for a value of Rs.31.32 lakhs (as pef' the APR filed by
the Unit), whereas the Unit had filed documents with MEPZ-SEZ Customs
for a value of Rs.11.35 lakhs only. There were no documents for the
remaining value,

(i) Transferring services to DTA fo-r a value 9f_R_s._§l4,__99,691/ - (as per Income
Study Ledger account of the Unit). without_ﬂaiafxing appropriate

of FTP 2004-09.
For the year 2006-07: "
(i) Exported services for the value of Rs.45. -84 lakhs (as per the APR filed by
the Unit), whereas the Unit had fuled documents with MEPZ-SEZ SEZ Customs

for Rs.11.51 lakhs only and for remaining value, there wm

documents, _/m o
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7. - The Unit replied vide their letter No.NIL dated 01.12.2007 that for the year
2005-06, they had submitted copies of the Foreign Inward Remittance Certificate
(hereinafter referred to as "FIRC’) for an amount of Rs.31.23 lakhs; whereas for the
year 2006-07, they contended that the value of exports was only Rs.35.74 takhs out
of which studies have been completed for a vaiue of Rs.25.35 lakhs only. They also
produced FIRC for an amount of Rs.19.72 lakhs. They also pointed out that they
were not expected to file any softex forms for amounts below US$25,000 as per RBI
guidelines. It was observed from the reply to the Show Cause Notice that the Unit

'was contracnctmg the figures given.in the APR regardmg value of exports and they

had no explanation to offer for the same. Regarding DTA sales, they had no
explanation for sale into DTA without paying duty FIRCs produced by thern
indicated the following amount of remittances: - o
2005-06. - Rs.14.74 lakhs
2006-07 - Rs.15.80 lakhs
Even this amount does not cover the entire value of the exports of Rs.31.32 lakhs for
the year 2005-06 and Rs.45.84 lakhs for 2006-07 given in the respective APRs.

8. Not satisfied by the exblanations and finding repeated violations of the rules
and procedures, the Development Commissioner thought it fit to bring it to the
notice of the Unit Approval Committee. The UAC in Its meeting held on 28.01.2008
decided to proceed against the Unit under Section 16(1) of SEZ Act 2005. It was
further decided by the Approval Committee that a fresh Show Cause Notice rn_éy be
issued to the Unit by the -Develupment Cornmissiorier on behalf of the Committee
under the first proviso to the Section 16(1) of the SEZ Act 2005. During the meeting
of the Committee, Shri S Vasudevan General Manager of M/s.Quest Life Sciences
Pvt. [td. was also present and he requested for some more time for the Managing

Director of the company to appear in person,.

9. Accordingly, a Show Cause Notice under Section 16(1) of the SEZ Act was
issued to the Unit vide letter No.8/30/2003/SEZ dated 14,0%_2(}08. The Show Cause
Notice once again pointed out the following violations for the years 2005-06 and
2006-07: -
Violation in the vear 2005-06:
(@) Exporting services for a value of Rs.19.97 lakhs without filing documents with
the Zone Customs in violation of regulation No.13 of Notification No. 53/2003"

under Chapter XA of the Indian Customs Act.
(b) Transferring services to DTA for & value of Rs. 94,99 69_“1 violation of Oara

7.12 (d) of ETP 2004-09.

‘:) -
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(a) Exporting services for the value of Rs.34. lal ithout filing statutory

-documents with the Zone Customs in violation of Rule 46 of SEZ Rules 2006.
(b) Carrying out job work for DTA companies in violation of Rule 43 of SEZ Rules
2006. . " R —
‘It was also brought to the notice of the LL,E_(;Qat the above are also vuo!ehons of
clauses 9 and 11 of the Bond-cum-LUT submitted by them. ST

- armm

10. The Unit replied to the Show Cause Notice on 17.3.2008, which was placed
before the Unit Approval Committee for their consideration in its meetlng held on
25.4.2008. 'An opportunity for personal hearing was also given to the Unit. .
Shri T.S.}aishankar, Managing Director and Shri S Vasudevan, Generai Manager of
M/s., Quest Life Sciences Pvt. Ltd. represented the Unit during the personal hearing.
During the ‘personal hearing, the representahves of the Unit reiterated the
arguments given in their reply to the Show Cause Notice. They aiso admitted that alf
exports are in the form of printed format such as Chromatographs and and
they have not t__ransferred their research findings electrommllx ; They also stated that
they receive advance from their forelgn Sponsors for clinical trials and sometlmes
they have to abandon stud:es because of dlnlcal failures, in which case, there wnll
- not be any exports and the advances received are treated as exports eamings
because of which there can be discrepancy between the export figures indicated in
APR and shipping bills. Regarding DTA sales, they aocepted that ‘they had to file bills
of entry and get duty assessment done by the Zone Customns. They also admitted
that they have not done so for the years 2005-06 and 2006-07 and they requested

the Committee to condone this lapse.

11, The Committee deliberated on the reply glven to the Show Cause Notice as
well as the statements made by the representatlves of f the Unit during the personal
hearing. The preliminary objections raised by the Unit in page 2 of their written
reply to the Show Cause Notice (rhereina&er referred to as ‘written reply’) were found
to be frivolous and without substance except objection Nos.1, 3 and 4. The Unit in
their objection No.1 contended that the Development Commissioner has no authority
to issue Show Cause Notice under Section 16(1) of the SEZ Act. The Committee
noted that the Developrnent Commissioner issued the Show Cause Notice on
05.02.2008 only on the basis of authorization given to him by the Committee as
already pointed out in para 8 above. Objection Nos.3 and 4 deal with action taken
by the Development Commissioner for violations committed by the Unit during the -

~ year 2004-05 whereas the present cause of action was for the T, commifted
'(%L,DZ@
TRl R
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by the Unit during the years 2005-06 and 2006-07, hence all the above -objections
were oveirruled by the Committee.

12. The Unit in page 3 of the written reply took the view that there will always be

discrepancy regarding value of exports because of recelpt of advanee payments. The

same was reiterated during their personal hearmg also. On perusal of the various

Invoices as well as FIRCs obtained from their bankers, the Committee noted that only

one advance payment was received during :the year 2005-06 for a value of

Rs.4.69 lakhs vide FIRC No.2916 dated 30.11.2005 and two advances were receivid
during the year 2006-07 for a value of Rs. 4 61 iakhs and Rs.3. 37 lakhs resper:twely

vide FIRC No.1046 dated 17.4.2006. Therefore it was wrong to > say that the entlre

discrepancy were on account of receipt of advance payments

e,

13, Even assuming that advances could not have been accounted for, the Unit
was not able to account for a gap of Rs.16.58 dakhs for the year 2005-06 (a&er
deducting Rs. 14.74 takhs as shown in FIRC from Rs.31.32 Iakhs lndlcated in the APR
for the year 2005- 06) and a gap of Rs.30. 04 iakhs for the year 2006—07 {after
deducting Rs.15.80 lakhs as shown in FIRC from Rs.45.84 lakhs indicated in the APR
for the year 2006-07) The Unit has not come forward with any explanatlon for thlS
Further, the Unit has also not produced any documentary proof to show the business
agreements between the Unit and ‘the sponsor for dlinical trials, which interalia,
would have indicated the conditions of payments and receipts. Therefore the
Committee came to the conclusions this explanat:on can only be an afterthought

© -

14.  The Unit has taken protection under proviso to Rule 46(i)(a) of SEZ Rulgi o
2006 which exempts fi iling of softex forms for receipt of payments for exports value
below US$25,000. The Committee noted that during the personal hearlng, ‘the
Managing Director of the Unit explicitly stated that all exports are in the form of
chromatographs or books-containing the research findings and they have never

transmitted any exports (research ﬁndmgs) usmg electromc medT lia,/ Hence this

e A g e i e M B

rea;-o'r? for not f“ Ilng shlppnng bills was also rejected by the Committee, . .

15.  The Unit in pages 4 and 5 of their written reply argued that there can either
be 8 DTA sale or transfer to DTA for exports. From these statements, it was
abundantly clear to the Committee that they were confusing between the DTA sales
and job work for the DTA companies, whereas the SEZ Act and Rules make a clear
distinction between DTA sales and job work for the DTA compames The Unit's
contention is that both cannot happen s:multaneousfy The Committee noted that it

was possrble for a Unit in an SEZ to do both, as natu,—m}Ie ‘.(j%tiare'----
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entirely different. A Unit can do DTA sales Btﬁe_ei[_@_gg% and services and can
aiso undertake job work for a DTA company. The former is allowed under certain
conditions and the latter is totally prohibited.

S——

16. In the year 2005-06, ie. prior to the introduction of SEZ Act and Rules, the
conditions governing the DTA sales by an SEZ Unit is s'tipuiateid. uridér para712(d)
of Foreign Trade Policy and Chapter XA of the Indian Customs Act. According to
these provisions a service Unit can sell their services into DTA only with the prior
- permission of the -Development Commissioner and also on fulfiliment of the NFE.
Further a bil! of entry will have to be filed as stipulated under Customs Act and shall
pay applicable duties before selling into DTA. After the enforcement of the SEZ Act
and Rules w.e.f. 10.02.2006 (in this case for the year 2006-07), the Unit does not
require any permission, but has to file bill of entry with the Zone Customs and also
pay applicable duties. The written reply is totally siient about compliance of these
provisions, but on the contrary, they have érgued that none of these conditions are
applicable to them. However, during the personal hearing, the representatives of the
Unit admitted that they ought to have filed bills of entry while effecting DTA sales
and pay the applicable duty. They admitted this lapse. Further it was also noticed
that the APR filed by the Unit for the year 2005-06, the DTA sales is shown as NIL;
whereas they admitted to having effected DTA sales during the personal hearing.
These are glaring contradiction in their arguments. Moreover, they also admitted
that services transferred were through the medium of chromatographs and printed
- books, which can easily be dassified as ‘goods’. It is for the Customs to assess
whether they are dutiabie or not. It was noted that the Unit in their written reply
argued that the services transferred is not dutiable irrespective of the dassification
as a service or goods. How can the Zone Customs know if the goods or services
transferred/ soid to DTA attract duties without filing a bill of entry? The Unit was
arguing that whatever they sold in DTA do not attract duty without even filing bill of
entry. It was apparent from the above arguments, the Committee noted, that they
had appointed themselves as Customs Appraisers of the Zone,

17. The Unit went on to argue that in view of the fact that their products or
services is not dutiable according to them, they have not violated clauses 9 and 11 of
LUT-cum-Bond which obliges them to pay duties while selfing into DTA and not
disposing of goods and services into DTA except as provided under SEZ Act. L

3 6510%
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18. Regarding violation of job work, the Unit in their written reply argued that the
services can be rendered to the companies abroad by way of direct exports or to
pharmaceutical companies in India as sales to DTA which helps such DTA Units
ultimately market their products abroad using these knowledge for fulfilling statutory
requirements and reglstratron abroad. Therefore it is not job work for exports. The
Committee noted that an SEZ Unit is entitled to receive goods and services free of
duty and use them for manufacture or generate goods and services for exports only.
In case such an SEZ Unit transfers its services or supplies goods to a DTA company
without payment of duties that recipient DTA company will get unintended benefit
vis-a-vis other DTA companies who have to pay duties for prdcurement of all their
goods and services. This would kill the Indian DTA industry. This goes against the
fundamental principles and spirit of the concept of SEZ as envisaged in the SEZ Act

and Rules.

18.  Therefore, the Committee came to the conclusion that there has been

{D) violation of para 7.12 (d) of FTP 2004-09 in respect of DTA sales made by
the Unit in the year 2005-06,

(i) regutation No.13 of Notification No.53/2003 of Customs in the year
2005-06,

(fit) violation of Rule 46(1)(a) of SEZ Rules 2006 in the year 2006-07,

(iv)  violation of Rule 43 of SEZ Rules 2006 in the year 2006-07,

(v) violation of clauses 9 and 11 of Bond-cum-LUT- for the years 2005-06 and

2006-07.

20. Hence, the Unit Approvaf Committee unanimously decided to cancel the Letter
of Approval issued to the Unrt in exercise of the powers conferred on the Committee
under Section 16(1) of SEZ Act 2005 for persistent violations as discussed above.

21, However, the Unit may prefer an appeal to the Board of Approvals under
Section 16(4) of the SEZ Act read with Rule 55 and 56 of SEZ Ruies 2006.
{ !(.

— 3ok
(B. VIJAYAN)
Development Commissioner, MEPZ-SEZ
and Chairman, Unit Approval Committee
. for and on beha!f of the UAC for MEPZ-SEZ
o
M/s.Quest Life Sciences (P} Ltd.,
SDF-III, MEPZ-SEZ,
Tambaram, Chennai - 600 045.
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APPEAL AGAINST THE ORDER OF UNIT APPROVAL COMMITTEE
U/s. 16(4) of SEZ Act r/w Rule 55 & 56 of SEZ Rules

1) Name of the Applicant: M/s. Quest Life Sciences (P) Ltd.
J 2) Address: SDF-Ill, MEPZ, Chennai 600 045

3) Name and address of the Unit Approval Committee MEPZ-SEZ (Chennai)

authority, whose decision or NH-45 Tambaram, Chennai-600045

order is brought up in appeal:

4) Brief of the decision against Canceliation of approval on grounds of violation of-
which appeal is made: i} Para 7.12(d) of FTP 2004-09 in respect of DTA
Sales for 2005-06,

iiy Of regulation No. 13 of Notification No. 53/2003
of Customs notification in respect of exports
charged to have been made without filing requisite
documents with the Customs for the year 2005-06

iii) of Rule 46(1){(a) of SEZ Rules 2006 in respect of
exports charged to have been made without filing
export documents with the Customs for the year

2006-07

iv) of Rule 43 of SEZ Rules 2006 by carrying out
work for exports for the year 2006-07

v) Of clauses 9 and 11 of Bond-cum-LUT for the
years 2005-06 and 2006-07.

Reason as to why the decision | As per the details facts and grounds enciosed
needs review
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REASONS AS TO WHY THE DECISION NEEDS REVIEW

FACTS OF THE CASE

The Unit Approval Committee, MPEZ-SEZ, Chennai (for short 'UAC’) has
cancelled the Letter of Permission dated 24.11.03 granted to M/s Quest Life
Sciences (P) Ltd { hereinafter referred to as “the appeliants”) vide its Order No.
8/30/2003/SEZ dated 23.5.08 on various charges without appreciating the correct
factual and legal position. Copy of the impugned Order is enclosed as Annexure-

1. The appeliants are filing the present appeal before this Hon'ble Board against

the said order of UAC.

2. in the show cause nofices dated 31.10.07, 14.2.68 issued by the
Development Commissioner and subsequently in the impugned order of UAC, the
image of the appeliants has been projected as if they are big frauds indulging in all
sorts of violation of law relating to SEZ Act, Ruies, Customs, FEMA efc. It has,
therefore, become of paramount importance to highlight our activities in brief, the
various legal provisions contained in the reievant laws etc and thereafter to
discuss the contravention, if any of the laws, so as to facilitate this Hon'ble Board

to analyse the entire position in correct factual and iegal perspective.

3. The appellants are a company registered under the Companies Act 1956.
The appellants are a Clinical Research Organisation (CRO) operating from SEZ
viz, MEPZ Tambaram, Chennai 45, in terms of LOP dt. 24.11.03 granted by the
Development Commissioner. The appellants commenced their activities in 2004.
The appellants are engaged in conducting clinical studies and generating Clinical

Bio Analytical Statistics and Data Management for sponsors who are
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pharmaceutical companies. For this purpose they have set up a state of art US
FDA compliant facility with ultra modern equipments at a project cost of over Rs. 6
crores of which Rs. 2 crores were spent on infrastructure alone in MEPZ. Fifty

percent of the equity capital of the company is held by a US collaborator, M/s UVB

Consultants, tndiana Polis, USA.

4. The unit was set up in the SEZ to get the orders from overseas entities. To
establish capability to international clients, the unit has done clinical research for
domestic companies even at the low price while the company is of the
international standards. Therefore, the appellants have also supplied the
‘Research Data’ in the form of bound books to the domestic companies though the

ultimate target is to garner the overseas clients.

5. As per the mandatory requirements of the Clinical Research Data followed

—_—

world over as per WHO norms, the appeliants are storing one copy of the bound

book in their archives, for a period of 15 years.

6. The appeliants have generated expertise in testing, analyzing, interpreting
and drawing conclusions on the samples referred 7t_o them for analytical study. The
appellants have developed in-house technology to carryout the tests and have
employed highly qualified medical professionals and have 39 scientists
employed besides administrative and rellated staff for this purpose. The work of
the appellants is well recognized and accepted by the drug administration in
various countries. The appellants are always engaged in the continuous exercise

-

of improving the output quality. / _



7. Almost all pharmaceutical companies developed all these bio analytical
statistics in their own labs, soc as to reach perfection in launching commercial
manufacture of a drug. But when these companies are ready to commercially
manufacture and market the drugs in a country, ;r:; ]?egulatory authority requires
them to submit the bio analytical statistics from an independent CRO to confirm
the veracity of bio-statistical claim m’a;e‘;y tl:lese companies. The appellants have
thus limited role of independently’ generating bio-analytical statistics, for
comparison by the Regulatory’aFuEbrity with the bio analytical statistics ctaim of
sponsoring pharmaceutical companies. Therefore, the bio analytical statistics are
not technical know how transferred to the sponsoring pharmaceutical companies

but are only bio statistics generated for comparison with the bio statistics claimed

by the sponsoring companies.

8. This bio analytical statistics is not a tradable commodity but is required to
meet the Regulatory requirement for marketing a drug in the country. Thus the bio
analytical statistics facilitates trade but they themselves are ot tradable and the

data is specific for the respective client.

8. tn view of the above activities being undertaken by the appellants they

were correctly placed in the category of a ‘service provider'. The unit has been set
\__,_,-w————‘_'_‘_——___—-

up in the SEZ, with a view that they will gew to get orders for such Bio
analytical analysis from overseas entities and thus earn valuable foreign

exchange and generate employment. But these types of peculiar activities take

_—

time to win the confidence of the renowned overseas entities engaged in fhe
g
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manufacture of the drugs. The appellants expect that over a period of time their
export would far exceed to the value of the service provided in DTA. But in the
initial years due to more work from the domestic companies they have done the
analysis work more for domestic companies as compared to overseas entities. But
the fact remains that they have anositive NFE far in excess than

R . T
contemplated under the provisions of SEZ Act.

e

//'
10.  The appellants receive a percentage of the total value of the services in

advance from all customers whether overseas entities or the domestic customers.
After the required analysis which may take around 6-8 months time, the data
contained in book form showing the analysis is sent to the customers. Sometimes
it may happen that the data as analysed by the appellants is not suitable ( when
the sampie fails in the test) and therefore data is not required by the customers. in
that situation, the data analysis is not supplied. But the money received from the

R —
customers is retained and appropriated towards the services rendered by th

—

appellants. Therefore, this may result in a situation where the service
¥_~§_—-’_—_—-_'-—‘

consideration has been received but no export or supply of goods has been made

to the customers in any tangible form. Accordingly, there would be no question of

submitting of any shipping bill or bill of entry in these types of situation§™

THE APPELLANTS ARE NOT A FRAUD COMPANY.

11, From a perusal of the order of the UAC and the preceding show cause
notices, the image of the appeliants has been projected as if they have indulged in
the fraudulent activities leading to evasion of duties and taxes. The appellants

wish to clarify that the apprehensions in this regard are totally misconceived and

Y
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have been developed without understanding the law and factual background in its

correct perspective.

12.  The appellants by setting up a unit in SEZ the appellants have got no
Income tax benefit even against their exports for the reason that they have
incurred losses continuously since the inception of the unit. The appéllants have
imported/received the capital goods/inputs without payment of duties having value
of Rs. 75 lacs approximately, on which the duty benefit of about Rs. 25 lacs has
been taken. Against the said imports the appellants have already exported their
services to the tune of Rs. 130 lacs approximately, thus far exceeding the
requirement of positive NFE. Had this activity been set up in DTA the same would

have been exempt from service tax.

13.  In other words, right from the date of setting up of the unit till date, the
appellants have availed a meagre benefit of the duties to the tune of Rs. 25 lacs
approximately, against which they have fulfilled the export obligation far in excess.
An observation has been made vide paragraph 18 of the impugned order that SEZ
unit is entitled to receive goods and services free of duty and in case such SEZ
unit is aliowed to transfer the goods or services the DTA company without
payment of duty then such recipient company will get unintended benefit vis-a-vis
other DTA companies who have to pay duties for procurement of their goods and

services. It has been further observed that this would kill the Indian DTA Industry.

It has been further observed that this is against the fundamental principles and

concept of the SEZ as envisaged in the SEZ Act and the Rules,

A
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14.  The appellants would like to clarify that if a DTA company receives similar
services from some other DTA service provider then it can receive the same
without payment of any duties or service tax, because for all such services no duty
or taxes is payabile. Similarly, if a DTA unit gets this analysis from abroad then no
customs duty is payable if the analysis is imported in the form of books and no
service tax is payable by the recipient of service because the activity is exémpt
from service tax. Therefore, the contention that the appellants are availing
unintended benefit is totally incorrect and misconceived. Thus, the observations

made in paragraph 18 of the impugned order are incorrect and without any iegal

basis.

GOODS VS. SERVICES.

156.  The unit of the appellants has been approved as a ‘service provider’. As
explained in detail in the foregoing paragraphs that the appellants are engaged in
providing the services relating to the analysis of bio analytical data for comparison
by the Regulatory Authority. The said data after analysis is compiled in a book.
Therefore, the essential character of the activity being undertaken by the

appellants is of providing the services relating jo the analysis of bio analytical data

and not manufacturing of the books.

16.  In the case of services it may not be possible always to render them by way
of presenting it in tangible form. The appellants submit that after undertaking the
analysis if the same is not required by the customers either abroad or within the
country then though the services has been rendered but there is no mechanism

by which a shipping bill can be filed for export of such services or bill of entry

p



couid be filed when such services has been rendered in DTA. Entire confusion
has arisen due to the reason that UAC, Development Commissioner and the
customs authorities are of the view that for each transaction of services the

appeliants are required either to file a shipping bill for the export goods and a bill

of entry in the case of DTA supplies.

17.  The appellants submit that filing of shipping bill in the case of export and of
bill of entry in the case of imports as mandated under the SEZ Act as also under
the Customs Act is possible when there is physical export and import of goods. It
is not possible in the case of export and import of services. Unfortunately, Rule 48
of the SEZ Ruies stipulates the filing of Bill of Entry for supply of goods and or
services in DTA by the DTA buyer. Similarly, Ruie 46 stipuiates that the unit shall
file shipping bill alongwith currency declaration form. But there is no clarification

as to how the shipping bill or bill of entry can be filed in the case of services

particulariy when they are not in a physical form. It is clarified that these

documents are filed under the provisions of Customs Act when there is physical

export or import of goods. Provisions of Customs Act and the procedure

prescribed thereunder is applicable to the export and import of goods and it is not

applicable to export and import of services. But, under the provisions of SEZ Act
—_— -~

and the Ruies, both goods and services have been placed in the same category

providing for payment of customs duty and submitting of shipping bill or bill of

entry against export and imports. This has resulted in lot of confusion and

ambiguity both in the minds of trade & Industry and also in the minds of

—_— —

Government officials dealing with the implementation of the scheme.
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18.  As clarified in the preceding paragraphs that the shipping bil! or the bill of
entry can be filed only in the case of export of goods and not in the case of
services particularly when they are in not in physical form. From the above it is,
thus, ciear that misconception has been developed due to the reason that the

UAC has considered that the same procédure for rendering of services has to be

followed which is applicable for goods.

FEMA PROVISIONS:

19, The appellants wouid like to submit that if goods are exported out of india
then the exporter is required to file a shipping bill along with the GR/SDF form.
But if the ‘software’ is exported then a declaration in form Softex has to be filed. It
has been further provided in Export of Goods and Service Regulations, 2000 as
amended that if the value of the export goods is less than USD 25,000/~ then no
such declaration has to be submitted. Further, the provisions regarding
submission of the declaration are applicabie when the goods are exported. There

is no provision for making any declaration if the services are exported.

20. In other words, if the goods are exported out of India then a person is
required to file a declaration in form GR/SDF/Softex provided the value thereof is

more than USD 25,000/-. No declaration is required to be filed if the value of the

export goods is less than USD 25,000/~ and no declaration is required to be filed if
e

there is export of services. After the foreign exchange proceeds are received in
s

——

the bank on account of export of goods or services or advance lgayments, the

bank issues a certificate in the form FIRC. o
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21, From a perusal of the notices and the impugned order it would be seen that
one of the allegation is that the appeliants have not submitted any deciaration in
Softex form. The appellants clarify that the Softex form applies only in the case

of exports of software and that too when the value of export exceeds USD

25,000/-. Therefore, the allegation in this regard is misconceived and baseless.

22.  In view of the discussions detailed in the foregoing paragraphs the various

charges on which the LOP of the appellants has been cancelled are explained

below:-

VIOLATION OF PARAGRAPH 7.12(d) OF FTP 2004-09 IN RESPECT OF DTA
SALES MADE BY THE UNIT IN THE YEAR 2005-06.

23. Paragraph 7.12(d) of the FTP, prevailing as on 1.4.2005 stipulated as
under:-

7.12(d) Sub  SEZ units other than gems and jewellery units may be allowed to undertake
Contracting
Jjob-work for export, on behalf of DTA exporter, provided the finished goods
are exported directly from SEZ units. For such exports, the DTA units will be

entitled for refund of duty paid on the inputs by way of Brand Rate of duty drawback.

24, This para of the Policy can be applied when a DTA unit has supplied the

raw materials for manufacture of the goods on job work basis to the SEZ unit. In

such a situation, the finished goods are to be exported directly from the SEZ unit.

The expression ‘jobbing’ has been defined in paragraph 9.33 of the FTP as under:
—_—

‘Jobbing" means processing or working upon of raw materials or semi-
finished goods supplied to the_job worker so as to complete a part of the



process resulfing in the manufacture or finishing of an article or any
operation which is essential for the aforesaid process.

25.  In the present case, there is no supply of raw materials or semi finished
goods. The appellants have not manufactured any finished goods. The appellants
have rendered the services relating to analysis of the Bio Analytical Data. The
provision of paragraph 7.12(&) can be applied only to the goods and hot to
the services. In the concept of services, it is implied that the relevant inputs are
supplied by the recipient of services. The service provider on the basis of inputs
received from the client provides the requisite services. Therefore the very basis
to say that the appellants had violated the paragraph 7.12(d)'of FTP is incorrect
and misconceived.

VIOLATION OF REGULATION NO. 13 OF NOTIFICATION NO. 53/2003 OF
CUSTOMS IN THE YEAR 2005-06

26. it has been observed that the appellants have exported the goods in the
year 05-06 without filing the documents with the Zone Customs in violation of
Regulation No. 13 of Notification No. 53/03. Regulation 13 of the Customs
Regulations 2003 stipulates that the Zone unit will file shipping bill with the
customs officer in the zone. The appellants submit that when so ever they have
exported the services by way of incorporating the data in the book form they have
filed the proper shipping bill with the customs authorities. Bﬁt in ci_r;Jmstances

where they have received advance payments arid no exports made or in

situations where the services Ee rendered by analysing the data, without any

export of the goods in tangible form then the question of filing the shipping bill

does not arise.

)



27. The appellants reiterate that the entire confusion has arisen because the
activity of ‘services’' is being considered as synonymous as to the export of
‘goods’. As clarified in the foregoing paragraphs that there may be supply of

services without giving anything in tangible form.

28.  Further, Séction 52 (2) cﬁ the SEZ Act, 2005 specifically étipulates that
where there is contravention of any provision of Customs Act or SEZ Rules, 2003
or SEZ Regulations, 2003 the same shall be continue to be governed by the
provisions of said Act or the Rules. Chapter XA of the Customs Act read with
Rutes, and Reguiations do not stipulate any provisions whereby the UAC can

cancel the LOP of the Unit.

VIOLATION OF RULE 46(1)(a) OF SEZ RULES, 2006 IN THE YEAR 2006-07.

29.  This allegation is similar to the allegation of violation of ﬁule Regulation 13.
Rule 46 requires that a unit shall file shipping bill with the authorised officer of the
customs together with the relevant documents namely invoice, packing list and
GR form. The proviso of the said rule further provides that the filing of the

declaration shall not be necessary if the value of the export googs_i§__up to USD

25,000/-. in the present case, value of an
USD 25,000/-. Therefore there was -no question of filing any deciaration in terms
of Rule 46 read with the relevant FEMA Regulations. It has been clarified in the
foregoing paragraphs that declaﬂgn in form GR/SDF has to be made when the
goods are exported in tangible form out of India. The declaration in Form Softex

has to be made in the case of export of 'software’. There is no requirement to file

any declaration in the case of export of ‘services’. Interestingly, for the same

[e-



activity of rendering the services in DTA during the relevant years, charge has
been confirmed on the ground that the appeliants cieared the services in DTA
without obtaining prior permission of the Development Commissioner in the year
2005-06 but the same thing has been dealt as a ‘job work’ for the year 2006-07,
since no permission for DTA sales was required after the SEZ Act came into

force.  This shows the inconsistency in approach of the Deveiopment

Commissioner/UAC.

30. in any case, whensoever, there was export of services containing the data
in the form of books, the appellants have filed the requisite shipping bill. It is
reiterated that shipping bill was not filed or couid not be filed where there was no
export of goods in physical form but there was receipt of foreign exchange on
account of rendering of services or advance amount was received. Thus, in
situations where the goods are exported in physical form, the appellants have filed
shipping bill but no currency declaration form was filed as it is not required under
Rule 46 and the relevant provisions of the FEMA. But in case there is an éxport of
services in non physical form then there is no way under which shipping bill can
be filed. There is no such requirement under the provisions of the SEZ Rules or
FEMA regulations or Customs law to file any such declaration. Thus, the entire
findings are totally baseless and misconceived without appreciating the correct

factual and legal position.

VIOLATION OF RULE 43 OF THE SEZ RULES 2006 IN THE YEAR 2006-07.
31 Rule 43 of the SEZ Rules, 2006 ith the sub-contracting. This rule

provides that a unit on the basis of annugL permission from the specified officer

(>



undertakes sub contracting for export subject to the condition that all raw

materials including semi finished goods and consumables are supplied byA the

DTA exporter.

32. ltis clear from the plain ianguage of the rule itself that this can be appiied in
the ;:ase of the goods..lt caﬁno{ bé épplied .in fhe case of éervices. The appéllants
have not received any raw materials for the manufacture of the finished goods.
The appellants have received samples for undertaking the study and doing the
technical analysis of the data. Considering this situation as a sub contracting for

DTA unit is totally incorrect and illogical. Therefore this charge is also wild without

any legal basis.

VIOLATION OF CLAUSES 9 & 11 OF BOND CUM LUT FOR THE YEARS 2005-
06, AND 2006-07.

33. Clause 9 of the Bond stipulates that the obligors shall pay the duty on the
goods and services sold in DTA in terms of the SEZ Act and the rules made there
under. Rule 48 of the SEZ Rules stipulates that the DTA buyer will file the Bill of
Entry in respect of the goods received from the SEZ unit. Therefore, it is the onus
on the DTA buyer to file the Bill of Entry and pay the duty. The additional facility
has been provided under Proviso o Rule 48 stipulates that the unit ¢an file a Bill
of Entry on the basis of authorization from DTA buyer. Thu_s, ’gh;g fiability tq pay the
duty and file the B/E is on the b‘iEr,Ef the goods in DTA in terms of Section 30 of

the SEZ Act read with the Rule 48 of the SEZ Rules.

A



34. In any case when so ever there was supply of services in the form of
books, the appellants have tried to file the Bill of Entry. In some cases, B/E couid
not be filed due to the reason that the Customs themselves were not clear as to
whether the B/E can filed for such services and they referred the matter to the
Development Commissioner for clarification. Since there is no duty on import of

books in Chapter 49 of the Customs Tariff Act, the question of paying duty thereon

does not arise.

35.  During the period under dispute, the appeliants received three show cause

notices from the Customs demanding differential amount of duty. All the orders -

were set aside by Commissioner of Custormns (Appeals) and have been remanded
back to the Adjudicating Authority in the light of decision of the Supreme Court in
the case of CC Vs Gujarat Perstrop Electronics Ltd reported in 2005 (186}
ELT-532 (SC). Therefore as on date, there is not even a single case confirming
the demand of duty and penalty against the appeliants. It is, therefore, incorrect to

say that the appeliants did not pay the duty on the goods and services sold in

DTA.

36. Clause 11 of the Bond stipulates that the obiigors shall not dispose of
goods and services admitted in to the SEZ or goods manufactured or services to
the DTA except provided in the SEZ Act and the Rules made there under. The
appellants respectfully submit that they did not dispose of goods and services in
DTA in contravention of the said clause 11 of the Bond. Rather, the services
rendered by the appellants in DTA were duly supported by the documentary

evidence. Rule 47 & 48 of SEZ Rules stipulate that the unit can render services in

-~
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DTA. Rule 48 stipulates that a Bill of Entry shall be filed while selling the goods
and services in DTA. The appellants have filed the Bill of Entry as and when the
same were supplied in the book form. Therefore all allegations in this regard are

baseless.

37.  Inview of the foregoir;g submission.s it is clear that the appéllants have not
contravened any provision of the SEZ Act, SEZ Rules, 2008, SEZ Regulations,
2003 or of bond and LUT. Section 16 of the SEZ Act stipulates the cancellation of
the LOP when there is persistent contravention of terms and conditions of LOP.
The appellants have substantially comp'lied with all legal requirements. Omissions,

if any, are due to the confusion, ambiguity over the interpretation of various

provisions of law. There is no gquestion of violating the law persistently so as to

warrant the cancellation of LOP.

COMMENTS ON THE OBSERVATIONS IN THE IMPUGNED ORDER OF UAC
38. In paragraph 3 of the impugned order an obs;ervation has been made that a
penalty of Rs. 5 lacs was imposed by the Development Commissioner which was
upheld by the Appellate Committee which has been stayed by the High Court of
Madras. Thus, the said issue is sub-judice before the Hon’ble Madras High Court
and has not attained finality. It cannot be considered as contravention of law or of

the bond when the matter has yet to be decided by the High Court.

39. In paragraphs 4 of the impugned order, it has been contended that the

Customs had issued a demand notice of Rs. 24.48 iacs with regard to the DTA
/—‘-_k\——-_

sales made in the year 2004-05 and 05-06 bg’g_tb\e final orders are yet to be

passed by on the appeals. Likewise, in para 5 it has been observed that another

i



order of the Customs demanding duty of Rs. 2543 is pending before the
Appellate Commissioner Chennai. tn other words, it has been admitted in the
impugned order itself that the proceedings with regard to short payment of duty
are still pending and have not attained finality. The appellants wish to clarify that
the Appellate Commissioner of Customs has already set aside the orders passed
by the lower authon’ties énd has remanded the matter for “denovo adjﬁdicaﬁbn iﬁ
accordance with the comrect law as advised by the appeliate commissioner. The
Appellate Commissioner in his order has observed that the goods supplied
by the appellants are in the nature of books and therefore are exempted
from duty. The appellants fail to understand as to how this can be said as a

violation of law when it is a purely matter of interpretation and is yet to be decided

by the higher appeliate form.

40. In para 6, it has been observed that a Show cause notice dated 31.10.2007
was issued by the Development Commissioner alieging contravention of law
during the year 2005-06 and 2006.07. The appellants had clarified their position
vide their reply dated 1.12.2007. It has been observed in para 7 of the impugned
order that there was discrepancy in their figures. The appellaﬁts once again are
enclosing (Annexure-2) the details of exports and the foreign exchange
{(alongwith the copies of FIRCs) received during the relevant years to substantiate
that there is no mismatch between the figures. The difference between the value
of the FIRCs and the shipping bills is on account of export of services in non

physical form or receipt of money in advance. Therefore, this /abseﬁatron of the

UAC is also without any substance and legal basis. o

\
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41.  Paragraph 9 of the impugned order stipulates that another SCN was issued
on 14.2.2008 making the same allegations proposing to cancel the LOP of the
appellants. The appeliants again clarified the entire position vide their letier dated
17.3.08. Copies of the SCN dated 14.2.08 and of reply dated 17.3.08 are

collectively enclosed as Annexure-3.

42.  In the succeeding paragraphs of the impugned order it been observed that
the UAC was not satisfied with the explanation furnished by the appellants. The
allegations made in the SCN were confirmed. The appellants have clarified in
detail in the preceding paragraphs as under:

+ that there is no contravention of any of the law in any manner;

» that no unintended benefits were availed by the appellants;

» that non filing of shipping bill against the advance payments or rendering of
services in non physical form cannot be attributed as I_apse on the part of
the appellants;

* that whatsoever disputes are pending are on account of interpretation of

law, that there is no alleged contravention of law which has attained finality;

» that the present episode is result of the confusion created by the
ambiguous provisions and lack of knowledge of the Government officials

dealing with the SEZ units.

43.  Thus, alf the observations and findings in impugned order are incorrect and

have been made without appreciating correctly the factual and iegal position.
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PRAYER
It is, therefore, prayed that the Hon'bie Board may be pieased to:
(i) Quash the order No. 8/30/2003/SEZ dated 23.5.2008 passed by the Unit
Approval Committee, MEPZ —SEZ, Chennai with consequential benefits.
ii) Stay the above order of the UAC till the disposal of this apbeél._

i) Pass any other order as this Hor'ble Board may deem fit and proper in the

facts and circumstances of the case.

ty.
. . . e ,Inl'\'\—Ls‘ o '
iv)  Grant personal hearing in the matter. - QuEsT {IFE St ,,gf

Toe"
anag-ing
APPEIT.ANTS

VERIFICATION

I— 7S Jastham bac the applicant, do hereby declare that what is

stated above is true to the best of my information and belief.

Verified today, the day of June, 2008. _ _ ;7 370
por QRS

-~APPELLANTS

08/A/Quest-appal
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2005-06 EXPORTS
| Rs.inLac Rs.inlac

Exports earnings as per APR 31.32
{Shipping Bilis Filed: :
‘ 02766/13.03.06 11.40

(FIRC 218841 & 218842) Jj

JAdvance Pymt received
JFIRC No. 202173 5.55
{FIRC No. 201363 8.69
FIRC No. 202174 5.68 19.92 31.32
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O ByPay-order I~
for beneficiary’s account
* b) 10 : Bank, .on
, - for credit of beneficiary Nis. : :
T © {(pame-and-adiress)
‘ ‘s Account
Name and place of residence of the remitter : £ 5915 911‘3 *
Name and .address of remitting bank :
v purpose of remittance as stated by rcmxtter“/beneﬁcmry
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any special trade or payments agreement.

We confirm that we have obtained reimbursement in an approved manner.

*Strike out whichever is inapplicable.
' For CENTRAL BANK OF INDIA
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ucmrtﬁ

-

Fiace of Racelpl by Pre-Camier

IWOIC!E_ :

%

Rel Welgh

= nmw-w '

Retudon ¥ Otiers 11 i

: ma.m . | Matiew of Cantpuct : CIFI 1CFR[ ] BT ] i i

LCHENNAT :

- | e ‘cmvdﬂmi__mmmmsudm | Gurncy of tovoice - I: :
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“RI‘I'C NO:491359900.00 BOX IR

as.PRR -1 BAJBE STDY CIINTcal | 1 |- mi134066/-

. BOX CHREPRTS FOR. | - | .~ - "

' mecm.vsm -

?UthOBVdmhwwds '
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| Fraigm
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- Vegzmdis G Centralpank L)

(SRR YT W ) {A Govermment of india Undertaking)
: ﬂ‘ﬂl lilﬂlii!l:! Ceriral Office :
A N? 218842 g'g""MGZI. ) Mm-m@..m
| Y.
£ OURREF.NO. . Branch
1P p19 E P

Date

CERTIFICATE OF FOREIGN ANCE

We certify that we have received the following remittance end proceeds thercof were paid

* ) 1o the beneficiary Mis. _CIA_< 2 2F .,L‘a: decoucey P LGS
)

{name and

. 3 o

o (O BycCash _
L} ByPay-order . , T Mmﬂw&ﬂ#hﬂ“
N . [l ByQ'ed:ttoCmrmthxvmg/CashCmdnAocountmﬂmsfwﬂhm ‘laNoqicc

LY

Tor beneficiary’s account
*b)w Bank, on
for credit of beneficiary M/s. -
(name and address)

—— - i ‘SAccomt
Nﬁmeandplaoe of residence of the remitter - Da-&- fw% '
Name and address of remitting bank : ita’uc_&‘_i re Lot are Vhop M

_ Di)grimgz‘:qmo. YV Dated 20 {106
Foreign currency amount . ___LAL7), {20 Rupee equivalent Rs,
(Rupees oo HSD241. )
Favouring ___ S ESITAY VI Iy

Rs ?plied__-_(-_ﬂq LOLP

purpose of remittance as stated by remitter*/beneficiary .ADLU - M‘m@

We also certify that the payment thereof* has / has not.been received in non-convertible Tupees or under
any special trade or payments agreement.
We confirm that we have obtained reimbursement in an approved manner,

*Strike out whichever is inapplicabie.

For CENTRAL BANK OF INDIA
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Export Trade' Contro!

Y Rotation No.

) Pﬂtﬂm

' :Mdmcﬂ er T

1. a5 PER

"Imdwl mmm H4CA

mwoIce

,ﬁ-tw.ighl R
'i-_'amuw-igm
' TowFOEVﬂuohm

(RS.H;EVN TLAKH 'IHIR'I.'Y FOUR 'I'HOUSAND NINE H‘UNDRED AND SI]CTY SIX ONLY ) )
memo&mmm%unm

- LEVOFLOXACINE-TSOMG

ML!L&MM, : o,
. — . Uﬂ)

wtﬂ:hw

‘Ush

2564380/

1SD _

-.gsm.

thi:

Amount ...
GRI .NO+BB074398/13.03.06

0 tocuve Gpia st of goods

Jaii\hdllu% S ;
Rupeg Coedt 7. JOtws] }f
| RE1S ApprowaiiClc. No. & Dats’ ;
[ yps of tipmnt -:'Lgsﬁ_.___ ]!
- 0|‘ﬂ"lm ol

 NEW JERSY, Usa.:nsnhts.m,sc-- . { wsp’

Mo & Kind-of Bige. - wm;wmu' Quantlty | : w- - )
‘ _nmc N0:49059909400 - BOX “ | :m .

1 BA/BE STUDY CLINICAL 1 - BM134966/= |
BOX  RESEARCH REPORTS FOR R 7
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-
QUEST LIFE SCIENCES PLTD ; !
2006-07 EXPORTS
Rs.inLac Rs. in Lac
7Expor( Invoices ralsed and reported in - 33.75
Revised APR dt.20.6.2007

Adv Remittances received - 26.93

{Physical Exports made under Shipping
{Bill no. 005421 dt.22.05.06

v ;Covering Exports relating to current year 9.13

{Covering 05-06 advance received 2.38 11.51

nce Advance Payment 17.80
! - - {26.93-9.13)
-~ {FIRC 2181938 6.86
' XC 220819 (Invoice No:050) 1.75
I JFIRC 247534 (invoice No:060) 1.75
{FIRC 248157 (invoice No:054) 1.47
FIRC 220601 2.54
FIRC 247533 - 255

JFIRC 220162 0.88 17.80

Note 1: For this outstanding advance payment, exports made vide 5.B. No.004507/26.03.08




- mﬁ ©cem’ Ba”k_ e

mmﬁrm : {Aemmormundsmm; 4{
. 2 ﬁ ; & \

;ouam-no Fiﬁ—P wt-bb : [ 120 Branch/

o ( : -We certifynthat we have récéived the following remittance and proceeds thereof were paid
. a) o the benefidlay Mhs (W Ae k8t Lo fe rosiong pliat
, ' - : _ (nmncandaddx&)'- T
' - L - 7 - on - ;-

N ‘ I:] ByC;sh

| O ByPayens . W
. O By&ednm&mun!SsvmgICash&ednAccoumwnhnsfm:hm

) forbcncﬂcm’ysawaunt .
*b)to __ : Bank, _ i on
. foraeditofbeneﬁqiary.h:ﬂs. _ L C
= : T o L o (nameandaddr'ws) '
'\_11 -' " . . V sAmmt
' Nameandplaceofmdenceofﬂxerenntter D - r%,ﬂlﬂﬁw A"“'
Nameandaddressofrenntungbank m@“"ld‘t Mb 7 ‘0. :
Fmgnwn’engammmt L/LJ’/J =1\
, . (Rupees _ [S‘?g Qﬂ’j‘j )
{"' Favouring __ Mf b‘la xuwl _

R’ applied. Lu’?m _
purposeofrcmmanoe assfated—by rennuer*/beneﬁcwry ADLO W"—b

WeaIso ccrttfyﬂ:atﬂ:cpaymemﬂ:ereof*has/has notbecnrecexvedmnon-converﬁblenq:morundcr
, anyspeclaltmdeorpaymentsageemmt : '
* " We confirm that we havé obtained re:mburscment in an approved manner,

'; *Smkc out whichever 1sanapphcable '
| e For CENTRAL BANK OF INDIA

uthorised Signatory

p oreign Business)
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uriacss Bro ' \_0 é\mW
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¢ ) CHENNA! 600 008 (A_ddre_ss)



| _-005431
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Jolot Ventwns | ] . :
RupeeCoailt .{ - | M[ ] ;
?mwm&.&m .

ABORESS ~ oNLY  IEVOFISOCINE - TS0 M5 | | -

3
E §
kA 0

| Total FOB Vatue InWords - '
' {BWIAKHFI?TYWETHWSANB mmmmmmmr)

Is \ue - [ ] -Ag_t_ot_l_rn . mmmo&mmmm.mm
’ i — e e Mmmd:hm“ﬂwnhofuoock
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Duplicete,

; e%esmmeﬁmm .omms EBEE GUODRS 763
T
_SQURST LIFE ‘SCIENCES (F) 11D, oE/017 & 29505507 NnLENT
‘ .es' m,mm EXPORT' paoc:ss::m ARATARAA Ko & Dae - —ouiotH
A camﬁmson‘ ms.-nmn. | Qcuatiio. Date lapoct-EopoctCode o st
_ | 3802000271
LUBM Womczzs mc. _ . 7 5ite of odgin.ol goods. |
21 BARLEY 2, RRANCE, . | Export Teade Come | Per— ] I
-k! . . ° m:[ .
BT 07082, - - : 1 -] dobit Veatams T .)
- = — : BpsCutt [ ] Otea|
M-w W hoRI2 - ' : [ R8Ys Appeowst /Ci Mo, & Dite .
{85, ARMERANSTREET, Sad FLOOK, . '
| CHERNAI-50061. S Yype ol Shpmeat;  ORS 1
BY RGAD . MEPZ .SFZ : | Comsigument Export [ - §
| VessalTFaghtiia. .| Rottondio. E [ Otiex 11 :
| ortof Loading | Hatire o Costact -7 1 (178 )
{ bun ol Dischage | ConntryotDantiestion | — S eechaigemeus eatca Cumeacydbimviice '-
| aeer on | | USD1at539.570/m uUsp | ——
™ Harks & Hos. Ho. & Kind of Pigs. Sutistical Code & Bescriplion.of gocds sad - Quantity, . Valae
. “ " BITCH0:4901101000 —e—— INR.
(0 "“mm somD ”m_, 1| mi16ee2s5/E
- PACKAGE B‘I‘BB!' REPBR‘!‘“ .

0

FOBWmJnWordl

We also atiach the daclarationit) under clause No. (s)

EWe declare that all the piruculari given herein are true and correct

RE:SIXTREN MAKHS FOURT.Y F@UR 'I'ﬂOUSARD THO HUNI.IRHJ AND FIFTY FIV'E ONLH']
Analysls otExport Value : -G ount . | Fu value OR whare the val
tls ot Pxporfaloe M Mﬁ . mupmurmckbnn;v‘:?nwdmx
FOB Value usn wr_ .
‘Fnlght' P ) Currancy FOB USD y
insurance Rate bt : o
- " | Amount 41417000/
Commission ~, -
‘DRctunt RN SR %&f/-d?%?
Other Daductions 2 y 860'{ 67
v -
DECLARATION Fetiny

Kutharired Signatory

it



| * - 48
, L _ _EXCHANG co' OLDECLARATION(GR)FOHMNO BB _

{ ] ' FORCUSTOMS ~ ° . :
- Customs Assessable Vaie Fs. {6 tt?

Is Export under L/C arrangements 7 “Yes { .
1t yes, name of advising bank in India - o

. Bankt_hroughwhiehpaymmk-;tolgereoeiwd §
:M & j‘ .
.

~Nvwvlion Bak t<om-S\e

Whether Payment is to be received thraugh the ACU vesmol |

' Declaration under Foreign Exchange Management Act, 1899 : 'We hereby declare that /'We g

sGNOR of the goods
ed with the buyer is the

htespectofwtdchmisdedamﬁonismdaandumtmmmowenabovearetmeandma oy s
; : of axponand that the value

same as the full-export value declared overieat / b) *the fuill export value of the gaods is not asce¥fainy A
declared is thet which YWe, having regard to the prevalling market conditions, expect to receive ontife

IIWe undertake that 'We will deliver to the bank named herein the foreign eéxchange rapresanting ‘e full export value oﬂhegoods on or before
ﬁ%‘f inthe mnnerspeclfned inthe Regulalmus made under the Act. .
UWe ¥ declare that I/We am/are resident in 1nd|a and l'We have a place of busmess in Indig, Co
or UEST LIFE SCI PVI.LTD,
iWe* am/are OR am/are not in Caut:on Lfsi of the ResawgBank of India. -

- 27'3/% o .. %ﬁ%

@ Stale appropriate date of delivery which must be within six months 1rom the date! "#areenl, butfor exports to-warehouses establtshedoumude

-

India with tha permission of the Resarve Bank, the date of delivery must be e8n months.
*  Strike out whiehmrlsmtapplmbla. ) L
: . Unitdrm Code Number . __...o.cccccvervccreae.
] ‘Indicate ()Inthebox Date of *(j) ne-gottauon {ii) recaipt for collection ...........c.cocennnnnnc. BRINO. .onpiitidgpit, rretesainsa s
4 applicable Type of Bl () DA[  J/ADOP[  JE0)OMers] ] .eeevcererresrenrinnsans et (Spectty)
‘- ’ S . . . .
: . Type of Shipment” (i) Firm Sale Contract | ]/ (i) Consignment Basis [ ]/ (i ('"} Othets [ S (Specify)
" TheGRiormwas included in the Statament sent to the Reserve Bank with the Fi-Hetum for the fortnight ending ......ccesircrnnnes
senton . Cematmaeesoeesseee s A2 e AR 1RO A1t e et et L
We certify and conﬁr:m that we have received the total amount of .................. e reeee s re e as under beind the.
; K . - { Currency} (Amount) :
proceeds of exports-declared on this form :
Credit o Ngsiro Account in Debit to NR Rupee Account of & Bank i in/ Lt .-
Date CURTBNCY | —wrerermrrerseemrssassrnsinans erasnrrersansarssrenns (COUNtry} Fouee ettt eee e ee e (Coumry) Period of R-Return with
of : inourname |  .in the name of* Held with us Held with* which the reallsation has
receipt - i ' ‘ been reported to RB!
o SR BT €
(1) @ | @ | (4) (©) (6) : ™

(Stamp & Signature of authorised dealer}
DIE et e rr e e n J TR UURPROR
e Lo L =T3S O PO PO S PPR




| : # @ Central Bank lﬁ

{A Govemment of india Undertaking)
Contral Office :
mm crmum.mmnpom
A No 220819 - 408 921. Mumbai - 400 021
OUR REF. NO, Pﬁﬂ 881 _.CZ;&;&M___BMC]I
Date o‘ZDthlw'f
- CERTIFICATE OF FOREIGN INW ITTANCE

We certify that we have received the following remittance and procceds thereof were paid

f’

* 2) to the benefickaryMis. (Jutes?  Lrfe  Derovoo \PJ LD

{name and address)

22 on

O s

(| Byl’ay-ordcr

[0 By Credit to Current/Saving/Cash Credit Account with us/with our .ﬂﬂ‘g@mﬂa&a.‘r Office

for beneficiary's account .
* b) to Bank, on
for credit of bepeficiary M/s. _

Name and place of residence ofﬂ‘ncren_:étter :
Name and address of remitting bank :

DD/TT/MT/MNo.

Foreign currency amount .8 S/ 21, } RupeeeqmvalentRs lﬁ,__g
(Rupees
“Favouring ) > S?r;e,mep\.ln t~Tp
F  applied . 3 J

purpose of remittance as stated by remitter*/beneficiary

We also certify that the payment thereof* has / has not been received in non-convertible rupees or under
any special trade or payments agrecment.
We confirm that we have obtained reimbursement in an approved manner.

*Strike out whichever is inapplicable.
For CENTRAL BANK OF INDIA




-
| m&% & Central Bank %

(SR TR 76T ) A Govemment of india tindertaking)
W R -Central Dffice ;
A Noe 247534 o - 400 021. - Mumbai - 400 021.
OUR REF. NO. FFRF go 71 188 . Phinee Branch
Date 2¢- & o)
CATE OF FOREIGN INWARD RE CE

We certify that we have received the following remittance snd proceeds thereof were paid

QU-MJ vé.c Tiwnea (D) L&-J

.__* a) to the beneficiary M/s.

il (name ind address)
[0 BycCask
{0 By Pay-order Nup
3 By Credit to Current/Saving/Cash Credit Account with usiwith our TAMOAKKAm  Office
for beneficiary’s account .
*bH) 1o Bank, on
for credit of beneficiary M/s.
— {name and address) .
: ‘s Account

Name and place of residence of the remitter : DAk Tecnrotog e fedc .
Name and address of remitting bank : _~ - f- Na?fw Fhan  Born_rp

7
Yoy DD/TT./MT./No. ___Dated ‘- 4. 2
Foreign currency amount YS9 &18 ¢, Rupee equivalent Rs. (2501
(Rnpees o '[QG XLDQ-\& ‘"ﬁ\” H’N’W Jgam FrN mﬁ, )
Fr wing @uull Aot Sevems () 1 4
Rencapplied ). £3 v

purpose of remittance as stated by Temitter*/beneficiary bDv pw-/ -7 Eﬂfoap{-p

We also certify that the payment thereof* has / has not been received in non-convertible rupees or under
any special trade or payments agreement.
We confirm that we have obtained reimbursement in an approved manner.

*Strike out whichever is inapplicable.
For CENTRAL BANK OF INDIA

"
“' U
R‘M O e ,- R

e sy R ASAN thorised Signatory -
* Countersigned ]

(Name and Deéignaﬁon)

{Address)



{ N ﬁmﬁ'@@%ﬁank Q/

(mmm {4 Govemment o incka Undartaking) p\
"'E« ot Bl e e
ANe 2481567 !hs‘--m czﬁ TP 0AD'—4mu21.
o *-"»O’ﬂﬁwc:!os
w0 fep gy GG 18 s
" | O e\ $l12fo0n
CE CATE OF FOREIGN INW, AN

We certify that we have received the following remittance and proceeds thereof were paid

e G P U,

. * a) to the beneficiary M/s.

- (name and address)
on
[JJ ByCash '
By Pay-order
- 5’ By Grodit to Carrent/Saving/Cash Creit Account with s/t ol VWi Kicpe, Office
: . for beneficiary’s account , a
’ * b} to Bank, on
s ) for credit of beneficiary M/s.
' (pame and address)
‘s Accoumt
Name and place of residence of the remitter : P { N {Y\i‘D\c}%C&J }vy{ {w(_
Name and address of remitting bank : gome j rM _
575 D.?f%g—fI‘JNo Dated &7 £703
Foreign .cun'ency umt 2 Rupee equivalent Rs. ’
Ffamng Quey Mo S ipais f-(4f ]
' Rte applied Lo]s-¥ _

pmpose of remittance as stated b]I remitter*/beneficiary

We also certify that the payment thereof* has /has not been received in non-convertible rupees or under
any special trade or payments agreement. '
We confirm that we have obtained reimbursement in an approved manner.

*Strike out whichever is inapplicable.
For CENTRAL BANK OF INDIA

A}) v
LS. Dawson uthorised

¢®
n.m ‘ VCI ﬁnl:s s)
Countersigned \( _9\

{Name and Demgnaiwn) j\_

LD SETRN
\ NATARAS
{Address) ;“{ -mw




@awé'?a' @ Central Bank {2—'

(mmm (Aﬁmmdmumm
_ ﬁa‘lrtuht e ¥fcs - Point,
A Ne 220601 Mombal ~400 021,
OUR REF. NO. Pj:gp oY X1 Tae curennmse  Branch

Wecertify that we have received the following remittance and proceeds thercof were paid

* 2) to thebeneficiaryMie. tosd  fafo Scmoneow

. | o -
[0 ByCash | '
[0 By Pay-order
{3 By Credit to Current/Saving/Cash Credit Account with us/with our -Nnﬁﬂ.ﬂ&)&smm_()ﬂﬁu
for beneficiary’s account 7
*b) 1o : Bank, -on
for credit of beneficiary M/s.

{name and address)

hgg]TMTJNO __..___Dated
Forengncunency amount AeD B Rupee equivalent Rs. Q—@—B—b?—/-.-.,
V4
)

Favounng Qeae nooy
R applied JJ 4

pmposeofrem:tbanceasstaxedbyrem:ttcz*/beneﬁcmy ng.{md ﬁ _tigP! TS ?

We also certify that the paymcnt thereof* has / has not been received in non-convertible rupees or under
any special trade or payments agreement.

- We confirm that we have obtained reimbursement in an approved manner.
*Strike out whichever is inapplicable.

For CENTRAL BANK OF INDIA
somezy Lot
J 73 orised Signatory

(Foreign Basiness)

)pd’ f)csignation)
(petiness)

Countersigned




%

Aoz s @ Central Bank | Sh-

(R TS ) (A Govemment of i Undertaking)
+Condral Office : .
ANe 247533 “"“m"“‘?z‘““‘l e A
OUR REF.NO. FTRf 523 188 . Dheoney Branch
Pate 2&. & 27
'CERTIFICATE OF FOREIGN INWARD REMITTANCE

We certify that we have received the following remittance and proceeds thereof were paid

* a) to the beneficiary M/s. Q"‘-"’I ﬂé{l Seiena, P i/

3 (name anid address)
on
- O ByCast
] ByPay-order ~Noer
[3 ByCredit toCurrent/Saving/Cash Credit Account with us/with our qamn»,nnmq Office
for beneficiary’s account )
* b) 10 Bank, - on
for credit of beneficiary M/s.
‘{(name and address)

‘s Account
Name and place of residence of the remitter : ™D LD I TER Shemrecnl  I~buciens
Name and address of remitting bank : _ - - HDPP"V Phar, By "?'7
DD/TT.MT./No. Dated 1v-3-_23

' Foreign cugrency amount 252 5768 . -?52352 /-
(R.upf; TC»:y e Kpl, +od "Bov.r'q—-a! ﬁ%.m w o pf
¥ urng @qu m-&/-rf’fvntu (P)
Rate applied zt 10

y purpose of remittance as stated by remitter*/bencficiary_ oV Kf" E=porrr

We also certify that the payment thereof* has / has not been received in non-convertible rupees or under
any special trade orpayments agreement.
We confirm that we have obtained reimbursement in an approved manner.

*Strike out whichever is inapplicable.
For CENTRAL.B ANK OF INDIA

cov
R W 3S. Dzw?;!;‘;
P
RASA“ Authonscd Signatory
R A“B -408% (Foreign Business)
Counters1gned

{Name and Designation)

(Address)
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‘0B Value
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TN e, g, . RN

)

of
(TRTUCETETIRET) (A Govemment of.India Undertaking)
- mw Chander Mukhi, Nariman Point,
ANe 220162 Yt - w0021 Mumbal - 400021

OURREF.NO. BR21 —Ten Cefrmes  Buanch

OF IGN. CE

We certify that we have received-the following remittance and procecds thercof were paid

* 8) to the beneficiary MJs. vext

' {name address)
L 3 on
O BycCash '
O ByPey-order
0 &MmMmMMMMMW—M%&@MOM
for beneficiary’s account _
*b 1o Bank, on
for credit of beneficiary M/s.
(name and address)

Name and place ofres:dmceofﬂ:eremmer 'ze_
Name and address of rexnitting bank :

deB Sant.o

DDTTMI/NG C&L.UHQ{_

Fomgncmmncyamount—e.sﬂi'qm’ N th:eeeqmvalentks—g'_ﬂt_(:iﬁ_tl_

(Rupees A
Favouring y—u—?d—-ézéﬁ_&_ﬁL_(m £9 f:J?,—
R applied_Ly b bl

pmposeofrmnttanceasstatcdbyremmﬁ*lbcneﬁmary_prdux Pay pugf

Dak- Yo 15 -

We also ccrufy that-the payment ﬂ:creof* has / has not been received in non-convertible rupees or under
any special trade or payments agreement. :

We confirm that we have obtained reimbursement in an approvcd manner.

*“Strike out WhJchever is mapphcable

For CENTRAL BANK OF INDIA
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Gcwemmenf of india, Ministry of Commerce and Industry,

Department of Commerce, .
Ofﬁee»nfihe Development Commissioner,

MEFPZ SPECIAL ECONOMIC ZONE &
HEOUSs in Tamil Nadu, Pondicherry,
Andaman & NicobarIsland o
Adminisirative Office Bu'ldlng.

’ No.8/30/2003/SEZ. - Nattional HQ“WC’V“’W%B‘.’OO 043.

To

M/s. Quest Life Sciences Pvt. Ltd.,
SDFAIl, MEPZ-SEZ,
* . Chennai-600045.

Sir,
' : Sub: Pemnission granted for setting up a service unit in. MEPZ-SEZ i in the
field of BE/BA Clinical Bio-Analytical statistics/Data Management |

Report of unauthorized. ac’hvrty Show-Cause Noﬁce —-‘Reg.

PRTSUa

M Quest Life Sciences (P) Ltd, in MEPZ-SEZ, Tambaxam Chenual-45
hereinafter;referred {o.as ‘unit’ was granted permission to set up a semees umt m MEPZ—__
SEZ vide detter of permission No.8/30/2003/5E2Z datedm4l1112003 by ﬂae Develqpment.
Commrssroner MEPZ-SEZ for generating cﬁmcal bio analyt‘ cal statxsttcs and data

.management. The Development Commissioner tssued Show Cause Notloe wde
F.No Bl30£2003ISEZ dated 23/08/05 to the ‘unit’ for-not carrymg out sustamed exportlng
activity from the SEZ and for transferring services/knowledge to the Domestic Tariff area
for a value Rs.1 .62 Crores, by which the ‘units’ ilegal Domestic Tariff Area sales without
proper intimation to Customs and without payment of required duties came to light.

)

2. The Development Commissioner adjudicated the case and imposed a penalty. of
Rs. Five Lakhs vide order in F.No. 8/30/2003/SEZ dated.21/02/2006 under Foreign Trade
{Development and Regulation) Act, 1992 and concluded that the unit is guilty of many
offences during 04-05 viz exporting services without filing the shipping bills or the softex
forms and transferring services into DTA without obtaining appropriate permission from
the competent authority. Further, as a sequel to the Development Commissianer's order
dt.21/02/06 MEPZ-SEZ. Customs issued a Show Cause Notice for duty on the goods
illegally transferred from the SEZ into the DTA for the financial years 04-05 & 05-06 under
. the Customs Act 1962 and the case is pending with Commissioner {Appeals) Custom
House Chennai. The duty amount involved is Rs .24 48 lakhs w:th__m_a_miatg_w_mauv of
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lapses vide his.order dt21102I06

3. Inspite of the above action taken by DC, MEPZ-SEZ and the MEPZ-Customs, as
enumerated in para.2 the unit repeatedly committed thé.ééme violaé&ﬁs of %Jq:orhng
services without filing shipping bills or the softex forms for 05-06 & 06-07 and transfemng
services into DTA without obtaining appropriate permission from the competent authority

. (upto 8.2; 2006) Further the unit did not adhese to ﬂaeumedunes laid down for clearing of
goﬁSJnﬁfﬂnﬂIA'asm down mGhapter XA'Customs ‘Act '19:‘6'2‘-:and under Rule 48
SEZ Rules 20086. MEPZ—SEZ customs issued orders demandlng duty for the illegally
transferred goods into DTA for the financial year 06-07 and the duty is Rs.25.43 lakhs and
rnandatory penalty is Rs 2543 lakhs. Th:s ordar ts before, the appallate authority under

, M ‘qwforﬂaeﬁupew;yuu 04:05,
05-06 & BBG7 : kh&meihe appeﬂate a%ﬂam Customs Act.’ “raaticlition for il
these three finandid y years the Unit has been doing job work for the DTA companies and
sending the 'goods ‘back lnto the’ DTA which Is m wolaﬂon of para 7.12{d).of FTP.02-07
prior fo Y26 I8 bi’:‘lﬁte of i commencement of SEZActJRwes -and oprtravening Ruls 43

of SEZ" Rdle% w effect from 10 2 2006 Heﬁce vide > this offioe Stow Cause Nofice

sp1~

SEZ for the violation of the FTDR Act for not fiimg requrred export documents for the total
export fi igures of 2005-06 and 2006-07 reporied in the APRs filed by them and for
transfamng services to DTA during 2005-06 {upto ©:2:06) without obtammg appropnate
permnsslon frorn the competent authority. in the reply given by the unit vide letter
at.01/1 2/07 to thls Show Cause Notice, there was no defence by the unit on both counts
on not f lang e:g:ort documenbs to cover the uncovered figures of Rs. 19.97 lakhs for the
period 2005-06 and for Rs.34.33 lakhs for the period 2006-07 as given by the APR for the
respectwe penod and for transferring services into DTA without permission for 05-06 (upto
9.2.2008.)
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4. in addition to the violations indicated in Paras 2 & 3 above, attention of the unit is
drawn to the conditions given in the LUT executed prior to the SEZ Rules & Act-,and the
condifions given in the Bond-cum-LUT executed under the SEZ Rules & Act. Under the
LUT -executed prior 1o the SEZ units vide clause 4 there has been a violation in the
manner of DTA sales effected, and under the Bond-cum-LUT executed under the SEZ
Rules there has been an violation of clauses 9 & 11. Further there is a ciear violation of
condition X read with (i) inL.O.P No. Lr. 8/30/2003/SEZ dated 24.11.2003,

5. The above violations clearly show that the unit has not fulfilied the conditions of
the LOP/LUT and fB'and-cum-LUT executed with Development Commissioner, MEPZ for
the last three financial years despite Development Commissioner clearly indicating it so to
the unit vide his order F. No. 8/30/2003-SEZ dated 31.2.06, Hence the Approval
- Committee for MEPZ-SEZ finds that you are persistently contravening the terms &
-corid‘rﬁ_ons of the LOP/ LUT and Bond-cum-LUT executed under the Foreign Trade

Policy/SEZ Act, 2005 & Rules,2006.

6. Under the above circumstances, you are therefore directed to show Cause as to
' why action should not be initiated under section 16(1) df the SEZ Act, 2005. Reb’ly fo this
Show Gause Notice should reach the undersigned before 29/02/08, failing which it will be
presumed that you are accepting the charges and the action as deemed fit will be taken

by the Approval Committee.

Yours faithfully, o

g e

(C.R. KALAVATHY
ASST. DEVELOPMENT COMMISSIONER.
For DEVELOPMENT COMMISSONER

- B"l\{e\%
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Reply to Show Cause Notice No 8/30/2003/SEZ dt.14/02/2008 of The Development

COmmlssmner, MEPZ, SEZ, Chennai.

The captxoned notice has been issued to our Unit by the Development Commissioner,
MEPZ-SEZ in view of the following :-

i) Unit Penalized by Development Commissioner vide order in F.No 8/30/2003/
SEZ dt 21/02/2006 for the offence of exporting services without filing shipping
bills or softex forms during 2004-05 and transferring services into DTA without
-obtaining appropriate permission from the competent authority.

Above order upheld in-appeal vide Appellate order in F.No 12013/14/2006-
ADJ/AC dt 10/04/2007 recording that unit is still contimiing the violations
pointed out by the Development Commissioner.

In addition for 4ll these three financial years ending with 31/03/2007 Unit has

111}
been doing job work for the DTA companies and sending the goods back into the
DTA which is in violation of para 7.12(d) of FTP 02-07 prior to 10/02/2006 and
contravening Rule 43 of SEZ Rules with effect from .10/02/2006

iv)  Hence another Show Cause Notice dated 31/ 1072007 was issued for violation of

FTDR Act, for not filing required export documents for the total export figures of
2005-06 and 2006/07 reported in the APRs (i.e for uncovered portion Rs, 19.97
lac for 2005-06 and Rs 34.33 lac for 2006-07) and for transferring services 1o
DTA during 2005-06 (upt09/2/2006) without obtaining appropriate permission
from the competent authority to which the Unit in their reply 01/12/2007 offered
no defense

v) The above also mean violation of
a) clause 4 of LUT executed prior to SEZ Act & Rules regarding DTA sales

b).claused & 11 of Bond-cum-LUT executed under SEZ Rules

c¢) Condition X r/w (i) in LOP NO 8/30/2003/SEZ dated 24/11/2003

Customs levied duty of Rs 24.48 lac and penalty of Rs. 24.48 lac for financial
‘'years 2004-05 & 2005-06 and duty of Rs 25.43 lac and penalty of Rs. 25.43 lac
for financial year 2006-07 on goods illegally transferred into DTA.[ Both these
orders are under challenge by the Unit before Commissioner (Appeals)]

Above violations show that the unit has not fulfilled the conditions of the
LOP/LUT and Bond-cum-LUT for the last three financial years ending with
31/03/2007 despite Development Commissioner clearly indicating it 5o to the
unit vide his order F.No 8/30/2003-SEZ dt 21/02/2006.

Hence the approval Commitiee for MEP-SEZ finds that the unit is persistently
contravening the terms & conditions of the LOP/LUT and Bond-cum-LUT
executed under the FTP/SEZ Act, 2005 & Rules,2006
To sum up,_the offences alleged against the unit are i) exports without filing export
documents, i) sale into DTA without payment of applicable duty and for period upto
09/02/2006 alse without appropriate permission from competent authority and i) Sent
back goods into DTA for exports after carrving ou! job work on the goods supplied by

DTA units. ST

vi)

vii)

viii)
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Referring to the above, this Show Cause Notice issued by the Development

issioner, MEPZ-SEZ is asking the Unit to show cause why action should not be

CommissIoner, . .
initiated ws 16(1) of the SEZ Act,2006 against the Unit for persistently contravening the
terms and conditions of the LOP/LUT and Bond-cum-LUT executed under the FTPSEZ

Act. 2005& Rules 2006.

Before we proceed to give our response we place on record our preliminary objections as
under:
1) The notice is issued by Development Commissioner under his authority and not on
‘behalf of Approval Commitiee who are alone competent to initiate action S16(1) of
the SEZ Act. Hence this notice is without jurisdiction. authority and ultra vires and
hence void ab initio
2) No action under S.16(1) lies in respect of above said violations.
3) The order of Development Commissioner and %c}g)eb% pellate authority on
mncomnected grounds is under challenge in W.P."=-"bétore the Hon’ble Madras
High ‘Court and ‘the recovery of penalty -of Rs 5 lac has already been stayed. Both
these orders are challenged as being illegal, arbitrary and without authority. As such
the ‘offences cited 4n the show cause notice are subjudice and cannot become cause
-of action for initiating action w/s 16(1) of SEZ Act.
4) There cannot be Double jeopardy for the same act of offence. Cause of action for
this show cause notice is the Unit’s acts during the three financial years ending with
31/03/2007. Appellate order in F.No 12013/14/2006-ADJ/AC dt 10/04/2007 also
covered the same acts of the same period. That is, the cause of action is the same
for the Appellate order and this show cause notice.. Appellate order upheid the
original order of the Development Commissioner only because of its finding that
the Unit is still continuing the same offences. As such a _cause of action for which
penalty has been upheld cannot again become a cause of action for initiating action
u/s 16(1) of SEZ Act. It may however be noted that the findings and orders of both
Development Commissioner and Appellate authority are under challenge by the
Unit in the writ petition cited supra.
5) Otherwise too the Cause of action 1s too premature for initiating action w's 16(1) of

SEZ ACT. _
6; There 1s no violation of any law or rule in FTP or SEZ Act & Rules or conditions

1o LOP/LUT/Bond-cum-LUT

7) Uit cannot be asked to explain charges that negate each other and contradict,
more so when there is no identity of views between the orders of Customs and
Development Commissioner.

8) Unit fulfilled totally the NFE obligations and has been always acting bona fide
even though assistance and advice never came forth from the office of the
Development Commissioner.

9) There has been NO misrepresentation or suppression of fact

10) There s NO revenue loss to the State

As such the above Show Cause Notice is basecless, premature,_without authority and

not maintainable in law and on facts.

[ ]
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Without prejudice to our rights and remedies in view of and in respect of the above
preliminary objections we proceed to give our response to the specific offences alleged
in the SCN.

1) the main offence alleged is export without documents and the reason for this
conclusion is that there are mo shipping bills/softex forms to cover the entire
exchange eamings claimed by the unit on the strength of bank realization
certificates. The Unit submits that this shortfall in the export documents is on
account of two reasons, -

a) In Chinical Trials, foreign sponsors make payments in advance and not on
execution of exports. So Exchange eamings as per bank certificates
represent inward remittances for export contracts (Clinical Study Contracts)
recerved and pot necessarily proceeds on execution of exports. A study to
generate data and statistical results may tike nearly two months (at times
even 12 months in case of complicated molecules) for completion and only
thereafter the export documents by way of shipping bills/softex forms can be
filed. As such there is-always a time mismatch between receipt of exchange
eamnings and actual exports. Further some stndies may have to be abandoned
fortechnical or medical reasons as per regulatory requirements n which case
there shall'be no exports (of data/statistical results) but earnings wouild have
accrued to the Unit. This explains the reason for the difference in the
earnings as per Unit’s claim and the eamings as per export documents

b) Second reason is that the proviso clause to Rule 46 (1)(a) of SEZ Rules
exempts filing of export documents upto export value of US$ 25.000. This

proviso clause is reproduced herebelow-
Provided that there shall be exemption from declaration in

the forms, GR or SDF or PP_or SOFTEX as referred in the
Foreign Exchange __ Management (Export of Goods and
“Services) Regulations, 2000 noftified wde ,Resergve Bank of
India Notification No: FEMA 23/2000-RB dated .3 May, 2000
as amended from time fo time in respect of export value up to

-US$ twenty five thousand or for export value as may be
notified by the Reserve Bank of India, from time fo time;

The Unit initially filed shipping bills unaware of this provision and
when it was advised to go by the above provision it did so. But the
Unit’s going by the law was arbitrarily alleged as suppression of fact by
the Development Commissioner. The Unit having to work under the
administrative control -of the MEPZ-SEZ submitted Shipping bills

though not required by law.

¢) -The study reports in respect of the uncovered portion Rs, 19.97 lac for 2005-
06 and Rs 34.33 lac for 2006-07 mentioned in the SCN did not fructify to
warrant filing of shipptag bill , as in other cases where the export took place.
The working sheet annexed herein alse shows that there is no discrepancy.
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As such there is no violation of any law in respect of submission of
export documents

* © 2) Other allegation, also connected to Unit’s exports is the discrepancy between the
exchange earnings shown in APR and Unit’s claim of Exchange Earnings based on
Bank realization certificates. The Unit submits that the discrepancy between APRs
and actual Foreign Exchange Earnings as pet bank realization certificates is because
APR shows the value of exports invoiced on entering into 1t contract for the
financial year while bank certificates shows actual tnward remittances whether
exports have been executed or-not, as explained herein above. The working sheet
annexed herein also shows that there is no discrepancy.

Q 3) Other offence cited is sales into DTA area without payment of and for peri

2 pto B9/02/2006 lso without af: iate permission from competent authority.
The Unit-submits that the SCN-makes two diametrically oppesite irreconcilable
allegations for the same acts which is not penmissible in law. A charge has to be
specific and NOT in the altenative. The unit is alleged of having made sales jnto
DTA andis slso alleged for the very same sales as having catried out jeb-work for
Exports by DTA units. 4 transferto DI4 is either sales into DTA for domestic

market or transfer for export.and it cannot be both.

4) The SCN also cites the duty and penalty levied by Customs. Customs have Jevied
the duty and penalty in terms of Rule 48 of SEZ Rules and Sec 30 of SEZ Act and
reckoning duty under Chapter 49, First Schedule to Customs Tariff Act, all of
which deal only with Sales into DTA area as an import into DTA from SEZ. The
Unit submits that SCN cannot, therefore, rely on Custorns order levying duty and
penalty for import into DTA but make a diametrically opposite allegation of Job
work for exports by DTA units in violation of rules.

,5) The Unit submits that under the circumnstances, the transfer is either sale into DTA
- or transfer for exports but not both. In the absence of specific allegation the Unit
Pl cannot be asked to show cause. However the unit proceeds 10 explain the allegation
' of sales into DTA without payment of duty as it is the common allegation in both
" the order of Customs and this SCN. There is no bar on sales-into DTA under FTP
prior to 10/2/2006 or under SEZ Act/SEZ Rules with effect from 10/2/2006. We
subit that there is no mandatory requirement to get prior permission from the DC
under FTP for transfer of Services to DTA.

On the alleped offence of Transfer of Service into DTA in violation of law/ rules/
conditions: .

A) No violation under FTP
The Unit submits that there has been no violation under FTP as shown herein below:

Para 7.8 of FTP on Sale into DTA which governed the period prior to 10/02/2006
reads as under:- '

o
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(1) SEZ unit may sell goods, including by-products, and services jn
DTA in accordance with the import policy in force, on Payment of
applicable duty.

(2) DTA sale by service/trading unit shall be subject to achievement
of pesitive NFE cumulatively. Similarly for units ‘undertaking
manufacturing and services/ trading activities against a singie
LOP, DTA sale shall be subject to achievement of NFE
cumulatively. '

The SCN admits that the Unit is a Service unit. Further the SCNs insistence on

Hence achievement of positive NFE is not in dispute;
Thereis :no-?reqﬁremeﬂtmfappropriate Permission from competent
authority for sale into DTA_

- As such 1o precondition or post facto condition of FTP for sale into DTA has
been violated by the unit. There is no violation of FTP.

B) Neo violation under SEZ Act/SEZ Rules

SEZ Act and Rules effective from 10/02/2006 read as under in respect of sales

into DTA.:-
SEZ Act S, 30 -Subject to the conditions specified in the rules mage by the Central
Go¥ernment in this behalf--
- (a) any goods removed from a Special Economic Zone to the Domestic Tariff
“gw Area'shall be chargeable to duties of customs including anti-dumping,
countervailing and safeguard duties under the Customs Tariff Act, 1975,

where applicable, as leviable on_such goeds when imported;

SEZ Rules 47. Sales in Domestic Tariff Area.- (1) A Unit may sell goods and services
including rejects or wastes OT Scraps or remnants or broken diamonds or by-products
arising during the manufactunng process or in connection therewith, in the Domestic
Tariff Area on payment of Customs duties under section 30. subject to the following
conditions, namely .-
(a) Domestic Tariff Area sale under sub-rule (1), of goods manufactured by a Upit
shall be on submission of tmport licence, as applicable to the import of similar
goods into India, under the provisions of the Foreign Trade Policy:

The Unit submits that the SCN never said what has been transferred required any
import licence from DTA which itself shows that the SCN admits what has -been
transferred by the Unit into the DTA is only ‘service’ and not ‘geeds’. So the
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dutiable. Be that so, the unit submits that as aiready

‘service’ transferred 1s not _
explained herein above what has been transferred from the Unit is not dutiable

whether classified as ‘serviee’ or ‘goods’..

is .no violation of SEZ ACT/SEZ Rules

‘As such the unit submits that-there
for sales made into DTA.

C) No violation of conditions in LOP/LUT/Bond-cum-LUT

The Unit submits that none of the conditions in the above documents can bar what is
permissible and definitely cannot bar what is mandatery under law. In fact,
Special Economic Zones{Customs Procedures) Regulations,2003, in its Regn 22 ¢}
says that the zone unit shall be allowed to sell goods manufactured or produced in
the zone unit including reject waste, scrap remnants and by-products arising out -of
such production, In the.domestic tariff area on payment of customs duty, in terms of

the Act. So Statutory regulations require that SEZ units shall be allowed to sell in
Units to sell if duty payable is

fhe domestic area. It is mandatory to allow SEZ
paid. This statutory right cannot be alienated éxcept without the sanction of law. SEZ
‘Act also does not prohibit Sale into DTA.

Without prejudice to the above contention the Unit refutes the allegation on the following

grounds 100.

Clause 4 of LUT reads:- The Unit shall not dispose of the production in the domestic
market except in terms of the provisions of EOU/SEZ Scheme and/or when specifically
allowed by the competent authority. '

Here the permission from the competent authority is not required inasmuch the provisions
of SEZ scheme permitted the Unit disposal into domestic market.

S0 there is no violation of ciause 4 of LUT for the period prior to SEZ Act and SEZ

Rules

Bond-cum-LUT reads as under
Clause 9. We, the obligors shall pay
Domestic Tariff Area in terms of Speci
orders made there-under.

Clause 11. We, the obligors shall not d
Special Economic Zone or goods manu
except as provided under Special Economic

made there-under.

the duties on the goods and services sold in
al Economic Zones Act, 2005 and the rules and

ispose of goods and services admitted into the
factured or services to the Domestic Tariff Area
Zones Act, 2005 and the rules and orders

It has already been shown hereinabove that the disposal into DTA has been in conformity
with the SEZ Act and SEZ Rules. So there is mo violation of Bond-cum-LUT after the
coming into force of the SEZ Act and SEZ Rules.

LOP in its clause (v} clause reads as under :
(v) You may supply/sell goods or services in the Domestic Tariff Area in terms of

the provisions of the Special Economic Zones Act, 2005 and rules and orders

made there-under.
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Hence the charge of offence of Sales into DTA without payment of duty.without
permission from competent authority stands disproved.

On the offence of Job work for DTA units in violation of law/rules/conditions:

The Unit submits the following, in addition {o the foregoing, to refute this allegation.

The Unit is engaged in rendering service in clinical trial studies Clinical Trials studies
are mostly sponsored by Drug companies. The Unit generates for fees Data, Data
management and Statistical results in clinical trial studies for use of the sponsors who
require them for their research or statutory requirements. These data and results are
transferred by the Unit to sponsors for which payment is received in advance by the
Unit from the sponsors. Sponsors can be Indian or foreign companies. This service is
.. Tendered to companies abroad as exports or to pharmaceutical companies in India as
' sales to DTA. Indian companies may use the data and results for statutory requirements
here or abroad. That is, service transferred to DTA is not for exports by the DTA units
but orly to meet statitory requirements without which they will not be able to get
registration for their drugs and market those drugs. The service fransferred to DTA does
not by itself lead to further exports of the same but the service helps the DTA wunits to
ultimately market their products abroad using these data and results for getting statutory
approval and registration abroad. Indian sponsors can also use the data and results for
getting domestic registration too. It is reiterated that “service’ transferred gets revenue
only for the unit while for the sponsors the ‘service’ so tramsferred only helps in
meeting statutory requirements for registration for marketing a drug. So the ‘service’
transferred is not job work for exports by Indian sponsors as wrongly conceived
in the Show Cause Notice. :

This Charge of offence of job-work for exports by DTA units stands totally
disproved.

All the alleged offences of Export without documents, Transfer of Service/goods
into DTA against law/rules/conditions and job-work for exports by DTA units
stand totally disproved.

The above apart, we are advised that the issuance of Show Cause of Notice 05/09/2005
and imposition of penalty thereon by the Development Commissioner 1s without
authority and jurisdiction and hence illegal, and that the Development Commissioner is
not competent Adjudicating Authority to initiate such action and tmpose penalty in

terins of 513 of FTDR Act,

In fact penal action under FTDR Act lies-only after a finding of guilt in respect of
NFE or LOP/Bond-cum-LUT by the Approval Committee in terms of Rule 54(2) of

SEZ Rules which reads as under-

. in case the Approval Commitiee come to the conclusion that a Unit
has no! achieved positive Net Foreign Exchange Earning or failed to
abide by anv of the terms and conditions of the Letter of Approval or

|
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In foct penal action under FTDR Act lies only after a finding of guilt in respect of
NFE or LOP/Bond-cum-LUT by the Approval Committee in terms of Rule 54(2) of

SEZ Rules which reads as under-

In case the Approval Committee come to the conciusion that a Unit

v has not achieved positive Net Forgign Exchange Eaming or failed to
abide by any of the terms and conditions of the Letter of Approval or

Bond-cum-Legal Undertaking. without prejudice to the action that
may be taken under any other law for the time being in force, the
said Unit shall be Jiable for penal action under the provisions of the
Foreign Trade (Development and Requilation) Act. 1992,

~ 8o the Penal action by the Development Commissioner without the Approval
Committee’s conclusion as above and even before the matter being heard by
Q the Approval Committee is without authority, jurisdiction and ultra vires,
54 of SEZ Rules reads as under on criteria for monitoring

Annexure to Rule

performance:-
Show Cause Notice: If a Unit continues to be Net Foreign

o
Exchange negative by the end of 3 year, a Show Cause Notice shall

th
be issued. If the negative performance continues till the § year,
Development Commissioner shall initiate penal action as
provided under the rule-25.

As such only if the negative performance continues till 5% year the
Development Commissioner can initiate penal action under FTDR Act in
terms of Rule 25 of SEZ Rule. But the Unit is showing positive NFE and the
Unit has not reached even its second year when penal action was initiated by
- ~the Development commissioner. Hence we submit that the action of the

2evelopment Commissioner was without authority, jurisdiction and ultravires

8.16. () of SEZ Act reads- The Approval Committee may, at any time, if it has any reason
- Or cause to believe that the entrepreneur has persistently contravened any of the terms and
conditions or its obligations subject to which the letter of approval was granted to the

entrepreneur, cancel the Jetter of approval

2
./

So it is mot violation of all and every undertaking executed by the Unit but only violation of
LOP and that too not all and every term and condition or obligation in the LOP but only those
conditions and obligations subject to which the LOP was granted would attract action under

S.16(1) and that too only by the Approval Committee.

It 1s not established that the Unit violated conditions or obligations subject to which LOP was
granted. The only obligation after commeneement is to achieve positive NFE which the unit
has been always achieving. So no action lies under § 16(1) and in any case the Development
Commissioner has no authoritv {o initiate action under 8. 16(1).
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Further Rule 54(1} on Monitoring of performance reads as - (1) Performance of the
Unit shall be monitored by the Approval Commiittee as per the guidelines given

in Annexure appended to these rules.
The Arnexure is reproduced herebeiow

ANNEXURE -
‘ (See Rule 54)
GUIDELINES FOR ANNUAL MONITORING OF PERFORMANCE OF UNITS
IN SPECIAL ECONOMIC ZONES

(1) The annuai review of performance of unit and compliance with the
conditions of approval shall be undertaken by Approval Committee on the

basis of Annual Performance Report (in Form I) duly certified by an
independent Chartered Accountant before the end of the first quarter of the

g following financial ysar.

(2) Units, whick have not completed one year of operation from the date of
commencement of prodaction, will not be monitored. In case a Unit has
completed iess than five years from the date of commencement of production, it
will be monitored for the number of completed years. Anpual ‘monitoring in the
cases of old units which have completed more than five years will be undertaken
for only such number of years which fall in the subsequent block/s of five years,

CRITERIA FOR ANNUAL MONITORING: g
st
i) Units with negative Net Foreign Exchange in the ! and 2 year shall be

placed under the Watch List to watch their performance.
ii) Show Cause Notice: If a Unit continues to be Net Foreign Exchange negative

o
by the end of 3 year, 2 Show Cause Notice shall be issued. If the negative

t
o performance continues Gl the 5 year, Development Commissioner shall
A initiate penal action as provided under the rule-25,

/ In view of the above no cause lies for initiating penal action against the Unit w/s
16(1) of the SEZ Act or under FTDR Act or under any other law.

It is therefore established that the SCN is arbitrary, baseless and lacks merits. That
apart, we are advised that even the earlier penal action taken by the Development
Commissioner and upheld by the Appellate authority and by Customs is arbitrary, illegal

and ultra vires.

While requesting you therefore to drop further proceedings under the SCN We take this
opportunity to request you to redress our grievances and render justice. SEZ units are
golden egg laying hens which should not be killed by penal action as a source of revenue.

Clinical Trial is a very sensitive activity where human lives are mnvolved while it offers
- Immense scope for research and revenue. It requires meeting the requirement of various
regulatory authorities here and.abroad. It is always under the watchful eyes of several
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human rights groups. It is a new technology activity. Added to 1t SEZ iiself is a new
concept. In fact CUS CIR NO.29/2003 DATE 03/04/2003 on EOU/EHTP/STP/ SEZ
Schemes-Amendments in Exim Policy and Handbook of Procedures Vol-1, 2002-
o -2607says as under — 7
« [ am directed to refer to Chapter 6 of the revised Exim Policy
2002-2007 and Handbook of Procedures, Vol-1.
2. The changes made therein have necessitated amendments in the
notifications governing duty free import/procurements of goods by
EOU/EHTP/STP/SEZ units. Over the last few years, the number
of notifications governing EOU/EHTP/STP Schemes has become

" very large and there were about 40 notifications
3. Implementation and understanding of such a large number of
a notifications was proving o be difficult for the trade and industry

as well as Departmental officers. ...

When such is the open admission by the government itself about the difficulty in
understanding the nofifications by their own officers Units hike us have genuine
difficulfies in grasping various laws. The least we expect from MEPZ-SEZ is
education and not eviction. We expected the Development Commissioner to
educate us to get us into business and not to be hyper-technical to drive us out into
oblivion. Instead of acting as a facilitator to help our Unit develop the authority
loses no opportunity to hurt and hamper us. This latest SCN has become the

proverbial straw to break our spirit.

At this juncture we are, therefore, constrained to highlight that when Customs want
clarification from the respected Development Commissioner on whether sales into DTA

~ ™is an authorized activity and are refusing to accept bill of entry for Sales into DTA for
" want of clarification from DC which till date is not forthcoming. It appears that Customs
and all -officials are under instructions not to extend any service, assistance or advice to

/", our Unit, though we have been making total disclosure, positive NFE and have not

caused any revenue loss to the exchequer.

Be that so, it has been established that the Unit committed no offence whatsoever, more
specifically the unit has not committed the offences of Export without documents,
Transfer of Service/goods into DTA against law/rules/conditions and job-work for

exports by DTA units. All alleged offences stand totally disproved

Inasmuch the SCN’s allegation has been proved baseless and vindictive the unit
humbly requests the Approval Committee to pass orders to drop further
proceedings and pass such or further orders to render justice.
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QUEST LIFE SCIENCES PVT LTD: MEPZ SEZ CHENNAI q&

up a Clinical Research Organisation  to undertake clinical trials
duct bio equivalence and bio analytical studies, vide letter dated

of permission dated 24.11.2003 was issued by the

. The umnit applied for setting
on new drugs as well as to con
14.10.2003. After due process, the letter
Joint Development Commissioner. .

. A clinical trial (clinical research) is 2 research study in human volunteers to answer specific

health questions. Carefully conducted cinical trials are the fastest and safest way to find
treatinents that work in people and ways to improve health. Interventional trials determine

whether experimental treatments or new ways of using
ents. Observational trials address health issues in large groups of

known therapies are safe and effective

under controlled environm
people or populations in natural settings.
Clinical trials that are well-designed and well-executed are the best approach to gain access to
new research treatments before they are widely available.
who can participate. Using inclusion/ exclusion
helps to produce reliable results. '
the type and stage of a disease,

All clinical trials have guidelines about
criteria is an important principle of medical research that
These criteria are based on such factors as age, gender,

previous treatment history, and other medical conditions. The criteria help ensure that

researchers will be able to answer the questions they plan to study. .

The clinical trial process depends on the kind of trial being conducted. The clinical trial team

includes doctors and nurses as well as social workers and other health care professionals.

They check the health of the participant at the beginning of the trial, give specific instructions

for participating in the trial, monitor the participant carefully during the trial, and stay in

touch after the trial is completed.

The ethical and legal codes that govern medical practice also apply to clinical trials. In
regulated with built in safeguards to protect the
plan which details what

addition, most clinical research is federally
participants. The trial foliows a carefully controlled protocol, 2 study

researchers will do in the study.




=
BRRE S
/
VA
If a clinical research study involves testing OF studying a drug or medical device to 5€€ ffitisa ?'

safe and effective treatment for people, it is called a “trial.” For example, a clinical trial may

test the effectiveness of a new drug for treating parkinson's disease.

Many new medicines and drugs are found to work in the researcher's lab, and to be safe and

But drugs and devices must be proven 1o be safe and effective for

effective in animal tests.
them and doctors can prescribe them.

* people before the Drug Administration can approve

The Government has strict rules that govern how clinical trials are conducted.

The amount of foreign exchange received by the unit in stages, from advance payment fill

study cotnpletion, are accounted as income. These are submitted to MEPZ along with the

FIRCs issued by the Bank representing the Forex remittances received during the period.

The study of the mblecule/formlﬂation/drug is an activity involving various Steps, viz.

Jiterature search, prdtocol..design, method validation, volunteer/study subject screening and

recruitment, IEC Approval, etc.

Thus the foreign remittance received as advances and reported to MEPZ is export income; the
carresponding export services is completed subsequently, at times in the next financial year.
This timing difference between the realization of export income and the actual export services

has, unfortunately, not been carified correctly or appreciated, resulting in these proceedings.

2004-05 : There are three invoices aggregating to Rs. 18.36 lacs, for which the

Rs. 18.27 lacs, the difference of Rs. 9000 beind

forex remittance received was
The relative FIRC's from banks were

exchange difference and bank charges.

submitted to MEPZ and acknowledged by them. Shipping biils
for USD 26000 equivalent to Rs. 11.59 lacs,

were filed for

Rs. 6.87 lacs. The remaining amount

received from Vista Pharmaceuticals inc. USA vide FIRCs dated 5.8.2004 and

24 .6.2005, as advance payment for the studies to be undertaken for their group

of companies. Hence no shipping bill was filed; however foreign inward

remittance, duly reported to MEPZ.

Similarly, during 2005-06, Rs. 31.32 lacs represents the invoices raised for

orders contracted.




dated 13.03.2006 for Rs. 11.35 lacs is filed after

£
Shipping Bill no 2766
is covered by shipping Bill no

compietion of the respective study. Rs. 588190/-
6346 dated 24.8.2004.

The remaining amount of of Forex remittance of Rs. 14.22 lacs relates to inv no

001 and 004 on account of EMS, Brazil. The study did not fructify due the failure

-« of the Statutory Audit by ANVISSA, Brazii, and no report was made or shipped.

Hence, no export documents were filed with the customs since there was no

physical exports made.

During 2006-07, Rs. 31.23 lacs represents the value of Export invoices raised for
orders contracted. Shipping bill no. 5421 dated 22.5.2006 for USD 25643 for Rs.
11.51 lacs is filed covering inv no. 11,12, 13 for completed studies. Other study

reports completed have since been filed.

While the remittances received, including advances are invoiced and duly

reported to MEPZ, the completion of the study and sending of reports and filing of

related documents, takes palce after a jength of time, depending on various

factors. The erroneous finding and consequent levy of penalty by the

Development commissioner on this non existent offence had crept in due to the

communication gap and uncommunicated asuumptions and presumptions.

o Revised APR for 2006-07 has been duly submitted (after our internal audit) to

. MEPZ on 20" June 2007.
« The appellate committee, Ministry of Commerce, New Delhi vide their orders
dated 1.11.2006, while condoning these pi'c')'cedural lapses, ordered the unit to
to rectify the same observed by the Development commissioner, viz. filing of
applications for permission for DTA Sales within a month's time and report to
them. The same was complied with by the unit and all pending applications

were filed oniine and hard copies submitted to the Development

Commissioner as well as the appeliate committee.
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By Fax/Bv Speed Post

LrNo 8/30/2003/8E7.11 L 94‘”1 l e Datedfs.11 2008
The Secretary 1o Gowt, of India. 7 =

Ministry of Commerce & Industry, R

Department of Commerce, T

Udyog Bhavan,

New Dethi-1i0 01

Sir,
Sub: Orders passed by the High Court of Madras - Forwarding.

Ref: W.P No. 17878 filed by M/s Quest Life Sciences Private Limied
Vs. DC, MEPZ.SEZ.

In continuation of this office letter g: 5 1 1.2008, pleasc find enclosed a copy of the order
passed by the fHigh Court of Madras gt 13 1 1.2008 (received by this office op i14.11.2008) in
respect of the W P, filed by M/s. Quest L% Sciences Private Limited against the cancellation of

appcliate authority sha] dispose the appeal on merits within a period of four weeks from the date

— ~ of receipt of 5 copy of this order and till such time, the impugned order shall be kept in
+ abevance. In view of the orders passed by the Courr, Ministry may convene the Board of
Approvalg meeting to dispose of the appea! fileq by M/s. Quest Life Sciences Private Limited at

the carliest.

Yours faithfully,

Uk
M
(B.VIIAYAN)
DEVELOPMENT COMMISSIONER
Copy to: Shri R. Gopalan, LAS. Add] Secretary (5EZ7), Ministry of Commerce & Industry,
Udyog Bhavan, New Delhi-11001).
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I THN MINM COURT OF SUDTCATURT AT MADTAL
DATED: 31.10.%008
CORAM
THE MON'BLE MR. JUSTICE N.PAUL VASANTHRKUMAR

¥.P.No.11878 of 2808
and
K.P.No.1 of 2008

guect Iife Sciences (P) Ltd., rep.
‘by its Msnsging Director T.8.Jaishenkar - retitioner

VE.

1.The Development Commissioner,
Madras E¥polt Processing 2one,
specigl Economic Zone,
Ministry of Commerce and Industry,
Government of India, Tambarem,
Chennsi - 45.

Z2.Cheirman,
Unit Approval Committas,
Medree Export Processing 2one.
Spacial Economic Zone,
Ministry of Commarce and Industry,
covernment of iIndia, Tambaram,
-~ Chennai — 45, -- Regpondents

Petition filed under Article 226. of The Constitution of
Trdia preying to issuve & writ of certiorard calling fot the
records of the tespondents and quash the impugned order
No.B/30/2003/8EZ dated 23.05.2008,

For petitioner .« Mr.P.H.Arvind Pandien
For Respondents . My .K.K.Benthilnathan,
Sr. Centrgl Govt. Btanding
Counsal
’ ORDER

The prayer in the writ petition is to quash the order dated
Z3.05.2008.

2.Learned coungel sppearing for the reepondents csubmitted

.- ~that as against the very same order, the petiticoner har filed an

appea) before the appellate suthority on 20.06.2008 snd the said
appeal is still pending. . o
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3.In view of the filing of the appesal agelnst the very same
impugned order before the appellate authority, this writ
petitionr challenging +he Same ordar ig mnot maintalinable gince
the petitioneT has elready _availad the glternative remedy ©f
eppedl- : ‘

T 4. 1n view of the @bove, the writ petition 1g dipmissed. No
COELE. consequentlyr connected ¥.P. 1B aiemissed. Bowever, the
appellate authority 1is directed’ to dispose of the “sppesl ©°OD

meritsy within & periecd of four weeks from +he date of receipt of
g copy of this order. Till guch timaf'tha.impughed order shall be

yept in aheyanCe.

Mmi
sd/f
Asct.Registrar
/true copy/ oy o
N &./\S‘\A‘ ; P4
. - Bub Asat -RegiBtral
ToO

1.The pevelopment commigsioner:
Medras Baport processing &onde -
special Economic Zoner o
miniegtry of Commerce and Industryrs
government of Indig; TambsrEmc
Chenngi — 45, 2

2 .The Chairman,
Unit Approval committee,
Madras Export procesging 2ones
gpecisl EcGORC ic 2one,
pministry of commerce 8nd IndustIys
covernment of India, TRmMbArams
Chennai — 45.

~ 4+ ) cc to Mr. . H. arvindh pandian, Advocate SR No. 60950
+ 1 co . to Mr. k. K. senthilvelan, sr CGBC SR No. 60977
™ {GO)

SB/lO.li.ZDUB
W.P.No.l?ﬁ?a of 2008
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