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* PUBLIC NOTICE No. -12 /2017

; vSvubje‘cft: - Issues related to exports in respect of bond/LUT-reg.

‘Attention of the rlmporté’rs/EXporters/CuStoms House Agents &

v Trade is invited towards the Issues related to exports in respect of bond/LUT.

a;'-Expdrt turnover and i_nv'vard foreign‘-r_emittance_s for'LﬁTs: Notiﬁcetion No. 16/2017-

Central tax dated 7h July, 201 7 speeiﬁes conditions and el‘i.gibili“ties for Lcttcr of Undertaking

(L.UT)' in 'place'o‘f bond."Inr the extant central ex_eise provisions, LUTs were limited to
manufaeturer_ exporters only. The intent of the said notification is to liberalize the facility of
LUT and extend this‘facilit'y to all kind of suppliers. Any person who has earned minimum
:forergn inward remittance of 10% of export turnover in'the precedmg financial year is elrglble
for LUT As the intent was to put-a ‘minimum thresho]d of forelgn mward remtttances to be
‘e11g1ble for . this benefit, Rs. 1 crore has been ﬁxed as mlmmum amount of foreign
: mward remittances. The effect is that even a blg exporter who may havc exported goods
worth hundreds of crores may not be ellglble if his recetpts are less than IO% of export (of

course lf he satisfies the other condltlon of status holder he is still eligible).

b. Form for LUT: Bonds are acceptable on non-judicial stamp paper, while LUTs are normally
submitted on a plain paper with‘signature and seal of the person. It is learnt that the field
_ formatlons m many cases, are msrstlng that LUT shou!d be submltted on non-Judwlal stamp

paper. If th|s vrew accepted LUT would be'as good as a bond without surety or security, which is

not the intent of allowing LUTin place of'a.bond. Though no time limit has been prescribed tor

accepting LUT/bond, it is instructed that the same should be issued wrthm a maximum

; penod of 3 days from the date of submnss:on of LUT/bond
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"\ ! ‘ c. Purchases from manufacturer and form CT-1: It is learnt that ﬁeld formatlons are not
, ,sure ‘about treatment of CT-1 form which was carller used for purchase of goods by a merchant -
""':j“.:“.exporter from a manufacturer without paymcnt of central excise duty The scheme has

; undergone automatrc modlﬁcatron under GST A transaction between a manufacturer and a

: -merchant exporter is in the nature of supply and the same has not been exempted under GST."

So it lS chargeable to GST The zero ratmg of exports is a]lowed only w1th respect to supply

by the exporter.

- d. Transactrons with EOUs EOUs have no spemal status vis-a-vis any normal supplier under
GST and so there is no Specral dlspensatlon for them. Supphes to EOUs are taxable under GST
Just like any other taxable supphes EOUs to the extent of exports are eligible for zero rating like

any other ¢ exporter

€. Supplles to SEZ Rule 96A (6) of CGST Ru]es 2017 provrdes that the supplles to SEZ unit or
-developer shall have same treatment as given to exports Thrs sub-rule also provides that the
provrsron of Rule 96A (1) shall be applrcable mutatzs mutana’zs It has been learnt that sale
proceeds from supplies to SEZ unlts or developer are not received i in’ convertrble currency so the
ehgrbrhty condition for furnrshmg of LUT can never be satrsﬁed in. cases of such supphes Since
the phrase ‘mutatis mutandis' has been used, the provisions can be apphed ina dlfferent situation .
keeping the essence intact. As the proceeds from supphes to SEZ unit or developer may not be in
convertrble forergn exchange it is- 1mmatenal as long as reccrpt is not less than 10% of supplies to
SEZ unit or developer and the recerpt is not less than Rs. 1 crore.
f. Bank" guarantee Crrcular No 4/4/2017 dated 7"' July, 2017 provrdes that 15% bank v
guarantee is normally the maxrmum securlty for bond and. the Commrssroner has the power to
~waive off the bank guarantee part1ally or fully. The drscret1onary power has ‘been given to the
v Commrssroner so that he/she can use th1s power dependmg upon the individual cases of the
exporter This crrcularclearly provides that "if Commlssmner is satrsﬂed with the track record of an
exporter then furnishing of bond wrthout bank guarantee would suffice" The mtent is to - allow

use of this power hberally

g Jurlsdrctlonal officer: It has been c]anﬁed in Clrcular No 2/2/201 7-GST dated 4'h July,20]7
and in Crrcular No. 4/4/2017-GST dated 7'h July, 2017 that Bond/LUT shall be accepted by the
jurisdictional’ ‘Deputy/Assistant Commrssroner havmg _]urlsdrctlon over the prmcrpal place of
business of the exporter The exporter is at’ liberty to fumlsh the bond/LUT before Central Tax :
Authonty or Stafe Tax Authorlty till the admrmstratwe mechamsm for assrgnmg of taxpayers to ‘
respectlve authorrty is 1mplemented Central Tax officers should facrhtate all exporters whether or -

X ‘not the exporter was regrstered with the Central Govemment inthe earher regrme '
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bﬂ h. Documents for LUT Documents as proof of fulﬁllmg the condltlons of LUT should be =

demanded reasonably Self- declaratron should be accepted where erther we do not have'

N document or record of an exporter or it would take some time o verrfy the antecedents of an. -

: exporter Any of the exporters would be dealmg wrth us for the first time. We may not have
| records for these exporters We should accept in such cases their self- declaration and the same
| should not be. declmed unless we have some specrﬁc mputs w1th respect to the mdrvrdual
exporter For example a self-dcclaratlon by the exporter statmg that he has not been

| prosecuted, as required’ under Notrﬁcatlon No. 16/2017 Central tax, should suffice; and
JurlSdlCthl’lal officer should not walt for recerpt of antecedent reports from different fi eld
'formatlons before he accepts LUT The self declaratlon furmshed on letter head of the taxpayer is

acceptable.

i Appllcabrllty of crrculars on BondILUTs Thcre appears to be confusron over the
applrcabrhty of above mentloned crrculars on bond and LUT. It is learnt that some field off cers
have mferred that the mstructrons glven by the sa1d 01rculars are effectrve only from the date

vof issue of these cxrculars There is no scope for such mterpretatron as this issue has been
, catcgoncally clarified in the circular dated ™ July, 2017 whlch provrdes that the instructions

shall be applrcable for exports on or after 1" July, 2017.

g (R. MAHOHAR) -_2__.8-l‘7
- Commissioner of Customs
‘ - Custom House, Marmagoa
' e -Goa-403803
F No $/99- 179/20]7Appg
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