For Private Circulation only
[image: image1.jpg]www.shutterstock.com - 632069726




[image: image4.jpg]



Process for Export or Supply of Goods or Services to SEZ and claiming Refund under GST
As per Section 16 of IGST Act, Goods and Services, either exported or supplied to SEZ unit or SEZ Developer are considered as “Zero Rated Supply”. Zero rated supply means outward supply is not liable to tax under GST but GST paid on corresponding inward supply of goods or services will be eligible as Input tax Credit. Accordingly, such Input tax Credits are allowed to be setoff either against the liability under GST or Excess claim is refunded. 

A Registered person has option to export or supply of goods or services to SEZ, in either of the following manner:

1) Export or Supply of Goods or Service to SEZ, without payment of IGST on such exports or supply, under the Letter of undertaking (LUT) or Bond. Export invoice should carry endorsement “SUPPLY MEANT FOR EXPORT UNDER BOND OR LETTER OF UNDERTAKING WITHOUT PAYMENT OF INTEGRATED TAX”

2) Export or Supply of Goods or Service to SEZ, with payment of IGST. Export invoice should carry endorsement “SUPPLY MEANT FOR EXPORT ON PAYMENT OF INTEGRATED TAX” 

A Registered Taxable Person (RTP) will claim refund in following manner:

1) In case of First option, RTP is entitled to claim refund of input tax credit corresponding to Exports or supply made to SEZ.  RTP is required to file refund application in form RFD-01 after filing of Return GSTR 1 for export of goods.  Refund application in case of export of service shall be filed after receipt of convertible foreign exchange. 

2) In case of second option, RTP is entitled to claim refund of IGST paid on such Exports or Supply to SEZ.  In case of export of goods, RTP is not required to furnish refund application for such refund but refund will be automatically processed by GST Portal on receipt of confirmation of export of goods from custom portal based on the shipping bill details furnished in Return GSTR1. However, in case of export of service, RTP is required to furnish application for refund on receipt of relevant export proceeds inconvertible foreign exchange. 

Notification no 15 of CGST Act has prescribed Rule 96A for Refund of tax on export or supply to SEZ. As per the said notification, any registered person choosing to export goods or services or supply to SEZ without payment of IGST, i.e. supply under Letter of undertaking or Bond, is required to follow procedure as under:

1) Every registered person is required to upload a Bond or Letter of undertaking prior to export in form RFD -11 to Jurisdiction Commissioner. Copy of RFD -11 and format of Bond and Letter of Undertaking are enclosed herewith. 

2) Such Bond or Letter of Undertaking is binding the registered person to pay the relevant tax involved in such exports or supply to SEZ along with interest @ 18% per annum for following period:

· In case of export of goods: 3 months and 15 days from the date of export invoice

· In case of export of Service: 12 months and 15 days from the date of export invoice. If the payment of such services are not received in convertible foreign exchange, then it may be extended for further period, if required.

3) As per circular 2/2/2017 dated 4th July 2017, It has been stated that till the module of filing of RFD 11 along with letter of undertaking and bond is activated in GST portal, RTP is required to furnish the said form manually with the jurisdiction Deputy or Assistant Commissioner. 

4) As per notification 16 under CGST Act issued on 7th July 2017, It has been provided that in case of exports, only Letter of Undertaking (LOU) is to be furnished in respect following registered persons only:

a) Registered person is a status holder as specified in paragraph 5 of Foreign Trade policy 

b) Registered person has received due or foreign inward remittance of 10% of export turnover of preceding year and such remittance should not be less than Rupees 1 Crore.

However, it is to be ensured that such registered person has not been prosecuted either under the existing law or CGST Act, where amount of tax evaded exceeds Rs 250 Lacs

Such Letter of Undertaking is to be furnished in Duplicate along with Form RFD -11 for a financial year. Such LOU shall be given on letter head of registered taxable person and it has to be executed by working partner, managing director, company secretary or proprietor or person authorised by partners or Board of Directors.

5) As pre-Circular 4/4/2017 dated 7th July 2017, it is clarified that all exporters, other than those referred to in para ‘4’ above, are required to issue bond. This bond is to be issued on non- judicial stamp paper applicable in the state in which it is issued. They are allowed to issue running bond in form GST RFD 11. This bond would cover amount of tax involved in the exports based on estimated outstanding liability at any time during the financial year.  In case bond amount is insufficient, then exporters have to furnish fresh bond. This bond is to be accompanied by Bank Guarantee which will be determined by the Jurisdictional Commissioner based on track record of the exporter. However, bank guarantee should not exceed 15% of the bond amount.

6) Existing Letter of undertaking/Bond will be allowed till 31st July 2017 only and Exporter is required to issue fresh LUT or Bond by 31st July 2017.

7) Exporters are at liberty to furnish LUT or Bond before Central tax authority or State tax authority till administrative mechanism for assigning of tax payers to respective authority is decided. 

Summary of Law upto 7th July 2017 is as under:

1) Export of goods or service or Supply of goods and services to SEZ, shall be without payment of IGST either under Letter of Undertaking or Bond. 

2) Such Letter of Undertaking and Bond should be uploaded along with Form RFD -11. Till such uploading are activated, it has been decided that Central tax authority or State tax authority will accept such LUT or Bond with RFD -11.

3) In case of export of goods or services, Letter of undertaking will be allowed to following persons namely:

a) Registered person is a status holder as specified in paragraph 5 of Foreign Trade policy OR

b) Registered person has received due foreign inward remittance of 10% of export turnover of preceding year and such remittance should not be less than Rupees 1 Crore.

So registered persons have to satisfy relevant officers about its eligibility by submitting Affidavit etc. (Affidavit format enclosed). 

4) In other case of export of goods or service, Bond is required to be issued along with Bank guarantee and in such case bank guarantee shall not be more than 15% of outstanding export liability. 

5) Government has allowed exporters to use existing LUT and bond till 31st July 2017 and instructed to issue fresh bond and LUT by 31st July 2017. (Extract of clarification attached)

6) In respect Supplies to SEZ, no clarification is issued by Government till date about the Letter of Undertaking, in that event, Suppliers to SEZ unit should either pay tax on their supplies to SEZ or issue the requisite amount of bond as stated above. 
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	For any queries email at consult@dnvca.com


    Date: 11th July, 2017

FORM GST RFD -11                                                                                                                                                                                                                     [See rule 96A]

Furnishing of bond or Letter of Undertaking for export of goods or services

	1. GSTIN
	

	2. Name
	

	3. Indicate the type of document furnished
	  Bond:
Letter of Undertaking

	
	 
	
	 
	
	

	4. Details of bond furnished
	

	Sr.No.
	 Reference no. of the bank guarantee
	
	 Date 
	 Amount 
	Name of bank and branch

 

	1
	2
	
	3.
	4
	5

	
	
	
	-----NA-----
	
	

	
	
	
	
	
	


Note- Hard copy of the bank guarantee and shall be furnished to the jurisdictional officer.

5. Declaration-

               (i)    The above -mentioned bank guarantee is submitted to secure the integrated tax payable on export of goods or services                                                                                                                                                                            

               (ii)   I undertake to renew the bank guarantee well before its expiry. In case I/We fail to do so the department will be at liberty to get the payment from the bank against the bank guarantee.

               (iii) The department will be at liberty to invoke the bank guarantee provided by us to cover the amount of integrated tax payable in respect of export of goods or services.

For _____________________________________

(_______________________)

Name………………………………………….

             Designation/ Status…………………...

Date…………………………………………...

Letter of Undertaking

To

The President of India,

Acting through the Proper Officer

I/We Proprietor/ Partner/ Director of ______________________________ having address at _____________________________ and having Goods & Services Tax Identification Number No. ________________, hereinafter called “the Undertaker” including my/our respective heirs, executors/ administrators, legal representatives/Successors and assigns by these presents, hereby jointly and severally undertake on this __________day of ____________ to the President.

a) To export the goods or services supplied without payment of integrated tax within time Specified in sub-rule (1) of rule 96A of CGST rules. 

b) To observe all the provisions of the Goods and Services Tax Act and rules made thereunder, in respect of export of goods or services;

c) Pay the integrated tax of Rs ________________, thereon in the event of failure to export the goods or services, along with an amount equal to eighteen percent interest per annum on the amount of tax not paid, from the date of invoice till the date of payment.

I/We declare that this undertaking is given under the orders of the proper officer for the performance of enacts in which the public are interested.

IN THE WITNESS THEREOF these presents have been signed the day hereinbefore written by the undertaker(s)
For _______________________



Date:









Place:

Proprietor/Partner/ Director

Witnesses by:
(1) Name & Occupation______________________   Sign:-

(2) Name & Occupation______________________   Sign:-

Date:






Place : Mumbai.

Accepted by me this __________ day of ___________ (month)__________(year)

                                                              _______________________ of  ____________

    Designation
For and on behalf of the President of India

Bond for export of goods or services without payment of integrated tax
I/We__________________ of _______________ hereinafter called “obligor(s)”, am/are held any firmly bound to the President of India (hereinafter called “the President”) in the sum of __________ rupees to be paid to the President for which payment will and truly to be made.

I/We jointly and severally bind myself/ourselves and my/our respective heirs/ executors/administrators/ legal representatives/ successors and assigns by these presents; dated this______________ day of ______________;

WHEREAS the above bounden obligor has been permitted from time to time to supply goods or services for export out of India without payment of integrated tax;

and whereas the obligor desires to export goods or services in accordance with the provisions of clause (a) of sub-section (3) of section 16;

AND WHEREAS the Commissioner has required the obligor to furnish bank guarantee for an amount of _____________________ rupees endorsed in favour of the President and whereas the obligor has furnished such guarantee by depositing with the Commissioner the bank guarantee as afore mentioned;

The condition of this bond is that the obligor and his representative observe all the provisions of the Act in respect of export of goods or services, and rules made there under;

AND if the relevant and specific goods or services are duly exported;

AND if all dues of integrated tax and all other lawful charges, are duly paid to the Government along with interest, if any, within fifteen days of the date of demand thereof being made in writing by the said officer, this obligation shall be void;

OTHERWISE and on breach or failure in the performance of any part of this condition, the same shall be in full force and virtue:

AND the President shall, at his option, be competent to make good all the loss and damages, from the amount of bank guarantee or by endorsing his rights under the above – written bond or both;

I/We further declare that this bond is given under the orders of the Government for the performance of an act in which the public are interested; 

IN THE WITNESS THEREOF these presents have been signed the day hereinbefore written by the obligor(s).

Signature(s) of obligor(s)

Date

Place

Witnesses

(1) Name and Address




Occupation

(2) Name and Address




Occupation

Accepted by me this__________________day of __________(month)__________________ (Year)




_____________________________of ____________________





(Designation)

 for and on behalf of the President of India.”

AFFIDAVIT

I,________________S/o,________________aged_________residing at______________

Managing partner, carrying on business in partnership in the firm name and style of _______________ / Managing Director of __________ Private/public Limited company, incorporated under Companies Act 1956, having registered office at _________________ or principal place of business at ___________________ (herein after called as the beneficiary) do hereby solemnly affirm and declare as under:

I am the Sole Proprietor/ Managing Partner / Managing Director of the beneficiary company/ firm, and am fully conversant with the affairs of the company/ firm. That as per the notification no. 16/2017 – Central Tax issued by the Central Board of Excise and Customs wherein the terms and conditions have been prescribed with respect to furnishing letter of undertaking as per rule 96A of CGST Rules.

I am competent to swear this affidavit as under:

We are eligible for submission of Letter of Undertaking in place of Bond as per the conditions prescribed in the notification no 16 of 2017 of CGST Act.

We are status holder as specified in paragraph 5 of the Foreign Trade Policy 2015-2020 or 

has received the due foreign inwards remittances amounting to a minimum of 10% of the export turnover, which is not less than one Crore rupees, in preceding financial year i.e. 2016-17.

I hereby further affirm that the above mentioned company has not been prosecuted for any offence under the Central Goods and Service Tax Act, 2017 (12 of 2017) or under any of the existing laws in case where the amount of tax evaded exceeds two hundred and fifty lakh rupees.

The above-mentioned facts are true and correct to the best of my knowledge, information and belief. 

DEPONENT

VERIFICATION:

Verified at _______________, this the ______ day of __________ 2017.  That the contents of the above affidavit are true and correct to the best of knowledge and belief. 

DEPONENT
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CBEC relaxes norms on bonds under GST to help exports

- e comsc take off
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Ml In a significant relief for exporters who have been facing

P

S difficulties under the new tax regime, the Finance Ministry has

r Hallof e Members now relaxed rules for Goods and Services Tax and has said

that exports can continue under existing bonds and letters of
undertaking till July 31. Exporters can now submit bonds or

‘Westsenga stte oopersive Bk

Exsression f nerestFor Aosommert Of
st

LUTs in the revised format for GST by the end of the
month.Various communications have been received from the
field formations and exporters that difficulties are being faced
in complying with the procedure prescribed for making
exports of goods and services without payment of integrated
tax with respect to furnishing of bonds or LUT, said the
Central Board of Excise and Customs (CBEC) in a recent
circular.Under rule 96A of Central GST, exporters have to
furnish a bond or LUT in Form GST RFD-11 instead of
payment of integrated GST to release their consignments. The
CBEC has clarified that exporters can submit a running bond
instead of a consignment-wise bond, which would cover the
amount of tax involved in the export as estimated by the
exporter.

Source : http://www.thehindubusinessline.com/money-and-banking/cbec-
relaxes-norms-on-bonds-under-gst-to-help-exports-take-
off/article9756506.ece
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