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INTRODUCTION - GOODS & SERVICES TAX (GST)
The introduction of Goods and Services Tax (GST) is a very significant step in the field of indirect
tax reforms in India. By amalgamating a large number of Central and State taxes into a single tax,
it would mitigate cascading or double taxation in a major way and pave the way for a common
national market. From the consumer point of view, the biggest advantage would be in terms of a
reduction in the overall tax burden on goods, which is currently estimated to be around 25%30%. Introduction of GST would also make Indian products competitive in the domestic and
international markets. Studies show that this would have a boosting impact on economic growth.
Last but not the least, this tax, because of its transparent and self-policing character, would be
easier to administer.

Goods and Services Tax Council (GSTC):
The GSTC has been notified with effect from 12th September, 2016. GSTC is being assisted by a
Secretariat. The GST regime came into force from 1st July 2017. Some of the salient features are
as outlined below:
(i)

The threshold exemption limit would be Rs. 20 lakhs. For special category States
enumerated in article 279A of the Constitution, threshold exemption limit has been
fixed at Rs. 10 lakhs.

(ii)

Composition threshold shall be Rs. 75 lakhs. Composition scheme shall not be
available to inter-State suppliers, service providers (except restaurant service) and
specified category of manufacturers.

(iii)

Existing tax incentive schemes of Central or State governments may be continued by
respective government by way of reimbursement through budgetary route. The schemes,
in the present form, would not continue in GST.

(iv)

There would be four tax rates namely 5%, 12%, 18% and 28%. The tax rates for
different goods and services have been finalized. Besides, some goods and services
would be under the list of exempt items. The exempted services has been finalized
which is same as the services exempted under existing service tax law, except services
supplied by Goods and Services Tax Network which is the addition to the list of
exempted services under service tax. Rate for precious metals is an exception to 'four-tax
slab-rule' and the same has been fixed at 3%. A cess over the peak rate of 28% on
certain specified luxury and demerit goods, like tobacco and tobacco products, pan
masala, aerated waters, motor vehicles, would be imposed for a period of five years to
compensate States for any revenue loss on account of implementation of GST. The list
of services in case of which reverse charge would be applicable has also been finalized.
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(v)

The five laws namely CGST Law, UTGST Law, IGST Law, SGST Law and GST
Compensation Law have been recommended.

(vi)

In order to ensure single interface, all administrative control over 90% of taxpayers
having turnover below Rs. 1.5 crores would vest with State tax administration and over
10% with the Central tax administration. Further all administrative control over
taxpayers having turnover above Rs. 1.5 crore shall be divided equally in the ratio of
50% each for the Central and State tax administration.

(vii)

www.gst.gov.in, managed by GSTN, shall be the Common Goods and Services Tax
Electronic Portal.

Salient Features of GST:
The salient features of GST are as under:
(i)

GST would be applicable on "supply" of goods or services as against the present concept
of tax on the manufacture of goods or on sale of goods or on provision of services.

(ii)

GST would be based on the principle of destination based consumption taxation as
against the present principle of origin-based taxation.

(iii)

It would be a dual GST with the Centre and the States simultaneously levying it on a
common base. The GST to be levied by the Centre would be called Central GST (central
tax- CGST) and that to be levied by the States [including Union territories with
legislature] would be called State GST (state tax- SGST). Union territories without
legislature would levy Union territory GST (union territory tax- UTGST).

(iv)

An Integrated GST (integrated tax- IGST) would be levied on inter-State supply (including
stock transfers) of goods or services. This would be collected by the Centre so that the
credit chain is not disrupted.

(v)

Import of goods would be treated as inter-State supplies and would be subject to IGST
in addition to the applicable customs duties.

(vi)

Import of services would be treated as inter-State supplies and would be subject to IGST.

(vii)

CGST, SGST /UTGST& IGST would be levied at rates to be mutually agreed upon by the
Centre and the States under the aegis of the GSTC.

(viii)

GST would replace the following taxes currently levied and collected by the Centre:
a) Central Excise Duty;
b) Duties of Excise (Medicinal and Toilet Preparations);
c) Additional Duties of Excise (Goods of Special Importance);
d) Additional Duties of Excise (Textiles and Textile Products);
e) Additional Duties of Customs (commonly known as CVD);
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f) Special Additional Duty of Customs (SAD);
g) Service Tax;
h) Cesses and surcharges insofar as they relate to supply of goods or services.
(ix)

State taxes that would be subsumed within the GST are:
a) State VAT;
b) Central Sales Tax;
c) Purchase Tax;
d) Luxury Tax;
e) Entry Tax (All forms);
f) Entertainment Tax (except those levied by the local bodies);
g) Taxes on advertisements;
h) Taxes on lotteries, betting and gambling;
i) State cesses and surcharges insofar as they relate to supply of goods or services.

(x)

GST would apply to all goods and services except Alcohol for human consumption.

(xi)

GST on five specified petroleum products (Crude, Petrol, Diesel, ATF & Natural gas)
would be applicable from a date to be recommended by the GSTC.

(xii)

Tobacco and tobacco products would be subject to GST. In addition, the Centre would
continue to levy Central Excise duty.

(xiii)

A common threshold exemption would apply to both CGST and SGST. Taxpayers with
an annual turnover of Rs. 20 lakh (Rs. 10 lakh for special category States (except J&K) as
specified in article 279A of the Constitution) would be exempt from GST. A
compounding option (i.e. to pay tax at a flat rate without credits) would be available to
small taxpayers (including to manufacturers other than specified category of
manufacturers and service providers) having an annual turnover of up to Rs. 75 lakh
(Rs. 50 lakh for special category States (except J&K and Uttarakhand) enumerated in
article 279A of the Constitution). The threshold exemption and compounding scheme
would be optional.

(xiv)

The list of exempted goods and services would be kept to a minimum and it would be
harmonized for the Centre and the States as well as across States as far as possible.

(xv)

All Exports and supplies to SEZs and SEZ units would be zero-rated.

(xvi)

Credit of CGST paid on inputs may be used only for paying CGST on the output and the
credit of SGST/UTGST paid on inputs may be used only or paying SGST/UTGST. In
other words, the two streams of input tax credit (ITC) cannot be cross utilized, except in
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specified circumstances of inter-State supplies for payment of IGST. The credit would be
permitted to be utilized in the following manner:
a) ITC of CGST allowed for payment of CGST & IGST in that order;
b) ITC of SGST allowed for payment of SGST & IGST in that order;
c) ITC of UTGST allowed for payment of UTGST & IGST in that order;
d) ITC of IGST allowed for payment of IGST, CGST & SGST/UTGST in that order. ITC
of CGST cannot be used for payment of SGST/UTGST and vice versa.
(xvii)

Accounts would be settled periodically between the Centre and the State to ensure that
the credit of SGST used for payment of IGST is transferred by the originating State to the
Centre. Similarly the IGST used for payment of SGST would be transferred by Centre to
the destination State. Further the SGST portion of IGST collected on B2C supplies would
also be transferred by Centre to the destination State. The transfer of funds would be
carried out on the basis of information contained in the returns filed by the taxpayers.

(xviii)

Input Tax Credit (ITC) to be broad based by making it available in respect of taxes paid
on any supply of goods or services or both used or intended to be used in the course or
furtherance of business.

(xix)

Electronic filing of returns by different class of persons at different cut-off dates.

(xx)

Various modes of payment of tax available to the taxpayer including internet banking,
debit/ credit card and National Electronic Funds Transfer (NEFT) / Real Time Gross
Settlement (RTGS).

(xxi)

Obligation on certain persons including government departments, local authorities and
government agencies, who are recipients of supply, to deduct tax at the rate of 1% from
the payment made or credited to the supplier where total value of supply, under a contract,
exceeds Rupees two lakh and fifty thousand. Provision for TDS has not been notified yet.

(xxii)

Refund of tax to be sought by taxpayer or by any other person who has borne the incidence
of tax within two years from the relevant date.

(xxiii)

Obligation on electronic commerce operators to collect ‘tax at source’, at such rate not
exceeding two per cent. (2%) of net value of taxable supplies, out of payments to suppliers
supplying goods or services through their portals.

(xxiv)

System of self-assessment of the taxes payable by the registered person.

(xxv)

Audit of registered persons to be conducted in order to verify compliance with the
provisions of Act.

(xxvi)

Limitation period for raising demand is three (3) years from the due date of filing of
annual return or from the date of erroneous refund for raising demand for short-payment
or non-payment of tax or erroneous refund and its adjudication in normal cases.
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(xxvii) Limitation period for raising demand is five (5) years from the due date of filing of
annual return or from the date of erroneous refund for raising demand for short-payment
or non-payment of tax or erroneous refund and its adjudication in case of fraud,
suppression or willful misstatement.
(xxviii) Arrears of tax to be recovered using various modes including detaining and sale of goods,
movable and immovable property of defaulting taxable person.
(xxix)

Officers would have restrictive powers of inspection, search, seizure and arrest.

(xxx)

Goods and Services Tax Appellate Tribunal would be constituted by the Central
Government for hearing appeals against the orders passed by the Appellate Authority or
the Revisional Authority. States would adopt the provisions relating to Tribunal in
respective SGST Act.

(xxxi)

Provision for penalties for contravention of the provision of the proposed legislation
has been made.

(xxxii) Advance Ruling Authority would be constituted by States in order to enable the taxpayer
to seek a binding clarity on taxation matters from the department. Centre would adopt
such authority under CGST Act.
(xxxiii) An anti-profiteering clause has been provided in order to ensure that business passes on
the benefit of reduced tax incidence on goods or services or both to the consumers.
(xxxiv) Elaborate transitional provisions have been provided for smooth transition of existing
taxpayers to GST regime.

Benefits of GST:
(A)

Make in India:
(i)

Will help to create a unified common national market for India, giving a boost
to Foreign investment and “Make in India” campaign;

(ii)

Will prevent cascading of taxes as Input Tax Credit will be available across goods
and services at every stage of supply;

(iii)

Harmonization of laws, procedures and rates of tax;

(iv)

It will boost export and manufacturing activity, generate more employment and
thus increase GDP with gainful employment leading to substantive economic
growth;

(v)

Ultimately it will help in poverty eradication by generating more employment
and more financial resources;

(vi)

More efficient neutralization of taxes especially for exports thereby making our
products more competitive in the international market and give boost to Exports;
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(vii)

Improve the overall investment climate in the country which will naturally benefit
the development in the states;

(viii) Uniform SGST and IGST rates will reduce the incentive for evasion by eliminating
rate arbitrage between neighboring States and that between intra and inter-State
sales;
(ix)

Average tax burden on companies is likely to come down which is expected to
reduce prices and lower prices mean more consumption, which in turn means
more production thereby helping in the growth of the industries. This will create
India as a "Manufacturing hub".

Ease of Doing Business:
(i)

Simpler tax regime with fewer exemptions;

(ii)

Reduction in multiplicity of taxes that are at present governing our indirect tax system
leading to simplification and uniformity;

(iii)

Reduction in compliance costs - No multiple record keeping for a variety of taxes- so
lesser investment of resources and manpower in maintaining records;

(iv)

Simplified and automated procedures for various processes such as registration, returns,
refunds, tax payments, etc;

(v)

All interaction to be through the common GSTN portal- so less public interface between
the taxpayer and the tax administration;

(vi)

Will improve environment of compliance as all returns to be filed online, input credits to
be verified online, encouraging more paper trail of transactions;

(vii)

Common procedures for registration of taxpayers, refund of taxes, uniform formats of tax
return, common tax base, common system of classification of goods and services will
lend greater certainty to taxation system;

(viii) Timelines to be provided for important activities like obtaining registration, refunds, etc;
(ix)

Electronic matching of input tax credits all-across India thus making the process more
transparent and accountable.
Source: www.cbec.gov.in
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OVERVIEW OF SURVEY FINDINGS
Executive Summary
The Handicrafts Sector's Composition
•

Total / High amount of value addition by human
effort

•

Multiple value chains and distributed
manufacturing rather than an organized factory

•

Informal sector employment and self -help
Group participation in production

•

Exemption from VAT / Excise duty and other taxes
in the past

•

Majorly employer of natives from the grassroot
level across the nation

"Least priviledged, why am I being
discriminated and burdened?
Is my work less laborious?"

Now with the introduction of GST, the sector is facing
disability factors and in order to objectively get an
assessment of pain points and affectations, EPCH
conducted a survey with the cross section of
stakeholders including manufacturing exporters,
merchant exporters, buying agents and job workers.

Major Challenges to the Handicrafts Industry with GST
At an overall level, the introduction of GST is reported to have disrupted the business environment
and the handicrafts industry stakeholders are facing multitude of challenges in conducting their
routine business operations. Following are the clauses under the new GST regime that have been
reported to be presenting major challenges to the industry stakeholders:

1 Challenges to Merchant and Manufacturer Exporters
a) Requirement of LUT/BOND for registered person who intends to supply of goods or services
for export without payment of IGST
b) Rates announced by GST Council on different items are at 4-digit HS code level leading to
ambiguity in classification of certain items w.r.t applicable GST rates
c) Process of payment of GST first and claiming the refund at later stage
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d) Limit of one year for old stock to get ITC
e) Duty Credit Scrips to be allowed to be utilized only for payment of Basic Customs Duty
f) Participants participating in fairs in various states requiring to register as a casual taxable
person in the state where the exhibition is being held
g) Freight charges to be paid by exporter if order is taken by exporter on CIF basis and the
freight charges are taxable under GST @18%
h) Making invoice and charging GST on the invoice for sending any free trade samples to
overseas customers which is a basic norm of the industry
i) E-way bill procedure has become complicated
j) There are challenges while raising invoice for exports (GST invoice) and invoice for
overseas buyers (commercial buyers)

2 Challenges to Buying Agents
a) Rates announced by GST Council on different items are at 4-digit HS code level leading to
ambiguity in classification of certain items w.r.t applicable GST rates
b) Lack of clarity relating to taxability under GST on 'Intermediary Service' based on place
of supply of services as rendered by buying agents
c) The process of payment of GST first and claiming the refund at later stage
d) Making invoice and charging GST on the invoice for sending any free trade samples to
overseas customers
e) E-way bill has become more complicated after the implementation of GST as compared
to the pre-GST era.
f) There are challenges while raising invoice for exports (GST invoice) and invoice for
overseas buyers (commercial buyers).

3 Challenges to Job Workers
a) GST rates for textile job worker applicable at 5% compared to 18% in handicraft sectormany job workers handle both kinds of job work
b) Process of payment of GST first and claiming the refund at later stage
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Compilation of Survey Findings
GST

Percent respondents reporting their
business being negatively affected by GST
Manufacturer Merchant Buying
Job
Exporter
Exporter Agent Worker

Requirement of LUT/BOND for registered person who intends to
supply of goods or services for export without payment of IGST

88%

71%

65%

NA

Rates announced by GST Council on different items are at 4-digit HS
code level leading to ambiguity in classification of certain items w.r.t
applicable GST rates

91%

78%

NA

NA

Process of payment of GST first and claiming the refund at later stage

95%

96%

91%

100%

Limit of one year for old stock to get ITC is affecting

81%

77%

NA

NA

Duty Credit Scrips to be allowed to be utilized only for payment of
Basic Customs Duty

85%

77%

NA

NA

Participants participating in fairs in various states requiring to register
as a casual taxable person in the state where the exhibition is being
held

85%

74%

NA

NA

Freight charges to be paid by exporter if order is taken by exporter on
CIF basis and the freight charges are taxable under GST @18%

92%

86%

NA

NA

Making invoice and charging GST on the invoice for sending any free
trade samples to overseas customers

89%

71%

83%

NA

Exporters to pay tax on reverse charge basis from unregistered job
workers associated for job work and seek refund later

96%

NA

NA

NA

GST rates for textiles job worker applicable at 5% compared to 18% in
handicraft sector

93%

NA

NA

100%

Lack of clarity relating to taxability under GST on 'Intermediary
Service' based on place of supply of services as rendered by buying
agents

NA

NA

96%

NA

NA: Not covered with the respondent segment

Business Impact
Stakeholder Holder Segment

Business Impact

Merchant Exporters/ Manufacturer
exporters / Buying Agents

Decreased Turnovers, Lower cash inflows, decrease in labour
headcount and increase in capital expenditure

Job worker

Decreased volume of work from exporters/ manufacturers, poor cash
inflows and higher expenditure towards tax compliance
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Recommendations
Our recommendations to the Ministry of Finance for consideration of welfare of
stakeholders in the Handicraft Industry are as outlined below:
• A flat rate of 3% GST may be made applicable for HS codes which are being used by
handicrafts exporters for their product categories. These items may be value-capped
unto Rs. 5000/-.
• The process of payment of GST first and claiming the refund at later stage is reported to
result in the blocking of the funds for the small exporters engaged in the sector. In order
to ease the working capital situation of exporters, a loan from banks at lowest interest
rate may be made available to the handicrafts exporters.
• The limit of one year for old stock to get ITC (input tax credit on material older than 1
year) should be removed for exporters. The stock lying with the exporters for more
than one year and where the documents are not available. It is requested the exporter to
be allowed to claim the credit equivalent upto 60% if the GST rate of the item is high.
• It is requested that Duty Credit Scrips may be allowed to be utilized for all purposes as
at present and also for payment of IGST. Alternatively, the scrips should be allowed to
be used for some other statutory payments.
• Participants participating in fairs in various states to be exempted from GST and also
exempted from registering as a casual taxable person in the state where the exhibition is
being held.
• The services rendered by buying agents to be treated as Export of Services at par with
export of goods, as exports of goods is zero rated and commission is received by buying
agents is in foreign exchange like exports and should be subject to zero rate GST.
• Free trade sample not to be covered under GST regime as samples are sent for business
promotion and most of the cases, payment is not received from the buyer and the sample
selected is retained by the buyer and remaining samples are returned.
• The GST rates for Textiles Job work has been reduced to 5%, the job worker engaged in
handicrafts sector to be considered for the same tax rate.
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Detailed Findings
The survey was conducted by EPCH on pan India basis to assess the likely impact of GST regime
on their business. Overview of survey is outlined as below:
S.No.

Description

Particulars

1.

Respondent Segments & Sample
Coverage

Manufacturer Exporters (130)
Merchant Exporters (24)
Buying agents (24)
Job workers (100)

2.

Data Collection Tool

Self-administered questionnaire

1.0

Respondent
Segment-wise
Findings in
tables below

Manufacturer Exporter
The feedback of manufacturer exporters of handicrafts was assessed on following parameters
a) "Whether requirement of LUT/BOND for registered person who intends to supply
of goods or services for export without payment of IGST is affecting your business"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

88%

113

No

12%

16

Grand Total

100%

129

"If yes, what is the degree of affectation"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

51%

56

Medium

42%

46

Low

6%

7

Grand Total

100%

109

•

Close to nine-tenth (88%) of the manufacturer exporters reported being affected by
requirement of LUT/BOND for registered person who intends to supply of goods or
services for export without payment of IGST.

•

The degree of affectation was understood to be high for majority of the respondents.

b) "Whether rates announced by GST Council on different items are at 4-digit HS
code level leading to ambiguity in classification of certain items w.r.t applicable
GST rates is affecting your business?"
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

91%

112

No

9%

11

Grand Total

100%

123
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"If yes, what is the degree of affectation"?

•

Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

76%

85

Medium

21%

24

Low

3%

3

Grand Total

100%

112

More than nine-tenth (91%) of the manufacturer exporters reported being affected by
rates announced by GST Council on different items are at 4-digit HS code level leading
to ambiguity in classification of certain items w.r.t applicable GST rates

• The degree of affectation was understood to be high for majority of the respondents.
c) "Whether process of payment of GST first and claiming the refund at later stage is
affecting your business?"
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

88%

113

No

12%

16

Grand Total

100%

129

"If yes, what is the degree of affectation"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

51%

56

Medium

42%

46

Low

6%

7

Grand Total

100%

109

•

Close to nine-tenth (88%) of the manufacturer exporters reported being affected by
requirement of LUT/BOND for registered person who intends to supply of goods or
services for export without payment of IGST.

•

The degree of affectation was understood to be high for majority of the respondents.
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d) "Whether limit of one year for old stock to get ITC is affecting your business?"
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

81%

97

No

19%

23

Grand Total

100%

120

"If yes, what is the degree of affectation"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

64%

64

Medium

10%

10

Low

26%

26

Grand Total

100%

100

•

More than four-fifth (81%) of the manufacturer exporters reported being affected by
the limit of one year for old stock to get ITC

•

The degree of affectation was understood to be high for close to two-third of the
respondents.

e) "Whether duty Credit Scrips to be allowed to be utilized only for payment of Basic
Customs Duty is affecting your business?"
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

85%

97

No

15%

17

Grand Total

100%

114

"If yes, what is the degree of affectation"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

68%

64

Medium

29%

27

Low

3%

3

Grand Total

100%

94

•

More than four-fifth (85%) of the manufacturer exporters reported being affected by
duty Credit Scrips being allowed to be utilized only for payment of Basic Customs
Duty

•

The degree of affectation was understood to be high for more than two-third (68%) of
the respondents.
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f) "Whether the clause of participants participating in fairs in various states requiring
to register as a casual taxable person in the state where the exhibition is being held
is affecting your business?"
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

85%

104

No

15%

18

Grand Total

100%

122

"If yes, what is the degree of affectation"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

72%

73

Medium

21%

21

Low

7%

7

Grand Total

100%

101

•

More than four-fifth (85%) of the manufacturer exporters reported being affected by
the clause of participants participating in fairs in various states requiring to register as
a casual taxable person in the state where the exhibition is being held

•

The degree of affectation was understood to be high for more than two-third (72%) of
the respondents.

g) "Whether the clause of freight charges to be paid by exporter if order is taken by
exporter on CIF basis and the freight charges are taxable under GST @18% is
affecting your business?"
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

92%

114

No

8%

10

Grand Total

100%

124

"If yes, what is the degree of affectation"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

86%

97

Medium

14%

16

Low

0%

0

Grand Total

100%

103
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•

More than nine-tenth (92%) of the manufacturer exporters reported being affected by
the clause of the clause of freight charges to be paid by exporter if order is taken by
exporter on CIF basis and the freight charges are taxable under GST @18%

•

The degree of affectation was understood to be high for majority (86%) of the
respondents.

h) "Whether making invoice and charging GST on the invoice for sending any free
trade samples to overseas customers is affecting your business?"
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

89%

112

No

11%

14

Grand Total

100%

126

"If yes, what is the degree of affectation"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

83%

89

Medium

14%

15

Low

3%

3

Grand Total

100%

107

•

Close to nine-tenth (89%) of the manufacturer exporters reported being affected by
the clause of making invoice and charging GST on the invoice for sending any free
trade samples to overseas customers

•

The degree of affectation was understood to be high for majority (83%) of the
respondents.

i) "Whether the clause of exporters to pay tax on reverse charge basis from
unregistered job workers associated for job work and seek refund later is affecting
your business?"
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

96%

121

No

4%

5

Grand Total

100%

126
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"If yes, what is the degree of affectation"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

84%

98

Medium

15%

18

Low

1%

1

Grand Total

100%

117

•

More than nine-tenth (96%) of the manufacturer exporters reported being affected by
the clause of exporters to pay tax on reverse charge basis from unregistered job workers
associated for job work and seek refund later

•

The degree of affectation was understood to be high for majority (84%) of the
respondents.

j) "Whether the clause of GST rates for textiles job worker applicable at 5% compared
to 18% in handicraft sector is affecting your business?"
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

93%

113

No

7%

8

Grand Total

100%

121

"If yes, what is the degree of affectation"?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

High

90%

100

Medium

1%

1

Low

9%

10

Grand Total

100%

111

•

More than nine-tenth (93%) of the manufacturer exporters reported being affected by
the clause of GST rates for textiles job worker applicable at 5% compared to 18% in
handicraft sector

•

The degree of affectation was understood to be high for majority (90%) of the
respondents.
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k) "How has the current GST regime impacted your business?"
Business Parameter

Percentage of
Percentage of
Grand
Manufacturer Exporters Manufacturer Exporters Total
responding "decrease" responding "increase"

Export turnover

97%

3%

120

Headcount of in-house labour

80%

20%

113

Capital expenditure (new machinery/tools)

36%

64%

112

Expenditures on business development

30%

70%

120

Cash in-flows

87%

13%

116

Current GST regime is negatively impacting primarily the export turnover, labour
headcount and cash inflows.
l) What are your views on the e-way bill procedure after the implementation of GST?
Manufacturer Exporter Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

At same level as during pre-GST era

93%

113

Procedure has become complicated

7%

8

100%

121

Grand Total

•

E-way bill procedure has become complicated as reported by more than nine-tenth
(91%) of the respondents.

m) Whether you encounter any challenges while raising invoice for exports (GST
invoice) and invoice for overseas buyers (commercial buyers)?
Manufacturer Exporter
Response

Percentage of
manufacturer exporters

Number of
Manufacturer Exporters

Yes

65%

71

No

35%

39

Grand Total

100%

110

Close to two-third (65%) of the respondents reported encountering challenges while raising
invoice for exports (GST invoice) and invoice for overseas buyers (commercial buyers)
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2.0

Merchant Exporter
The feedback of merchant exporters of handicrafts was assessed on following parameters
n) "Whether requirement of LUT/BOND for registered person who intends to supply
of goods or services for export without payment of IGST is affecting your business"?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

Yes

71%

17

No

29%

7

Grand Total

100%

24

"If yes, what is the degree of affectation"?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

High

75%

12

Medium

25%

4

Low

0%

0

Grand Total

100%

16

•

More than two-third (71%) of the merchant exporters reported being affected by
requirement of LUT/BOND for registered person who intends to supply of goods or
services for export without payment of IGST.

•

The degree of affectation is understood to be high for majority of the respondents
(75%).

a) "Whether rates announced by GST Council on different items are at 4-digit HS
code level leading to ambiguity in classification of certain items w.r.t applicable
GST rates is affecting your business"?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

Yes

78%

18

No

22%

5

Grand Total

100%

23
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"If yes, what is the degree of affectation"?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

High

89%

16

Medium

11%

2

Low

0%

0

Grand Total

100%

18

•

Close to four-fifth (78%) of the merchant exporters reported being affected by the
rates announced by GST Council on different items are at 4-digit HS code level leading
to ambiguity in classification of certain items w.r.t applicable GST rates.

•

The degree of affectation is understood to be high for majority of the respondents
(89%).

b) "Whether process of payment of GST first and claiming the refund at later stage is
affecting your business"?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

Yes

96%

22

No

4%

1

Grand Total

100%

23

"If yes, what is the degree of affectation"?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

High

95%

19

Medium

5%

1

Low

0%

0

Grand Total

100%

20

•

Nearly all (95%) of the merchant exporters reported being affected by the Process of
payment of GST first and claiming the refund at later stage.

•

The degree of affectation is understood to be high for majority of the respondents.
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c) "Whether limit of one year for old stock to get ITC is affecting your business?"
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

Yes

77%

17

No

23%

5

Grand Total

100%

22

"If yes, what is the degree of affectation"?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

High

63%

10

Medium

31%

5

Low

6%

1

Grand Total

100%

16

•

More than three-fourth (77%) of the merchant exporters reported being affected by
the limit of one year for old stock to get ITC.

•

The degree of affectation is understood to be high for majority of the respondents.

d) "Whether duty Credit Scrips to be allowed to be utilized only for payment of Basic
Customs Duty is affecting your business?"
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

Yes

77%

17

No

23%

5

Grand Total

100%

22

"If yes, what is the degree of affectation"?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

High

65%

11

Medium

29%

5

Low

6%

1

Grand Total

100%

17

•

More than three-fourth (77%) of the merchant exporters reported being affected by
the Duty Credit Scrips to be allowed to be utilized only for payment of Basic Customs
Duty.

•

The degree of affectation is understood to be high for majority of the respondents.
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e) "Whether the clause of participants participating in fairs in various states requiring
to register as a casual taxable person in the state where the exhibition is being held
is affecting your business?"
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

Yes

74%

17

No

26%

6

Grand Total

100%

23

"If yes, what is the degree of affectation"?

•

Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

High

81%

13

Medium

13%

2

Low

6%

1

Grand Total

100%

16

Close to three-fourth (74%) of the merchant exporters reported being affected by the
participants participating in fairs in various states required to register as a casual
taxable person in the state where the exhibition is being held.

• The degree of affectation is understood to be high for majority of the respondents.

f) "Whether the clause of freight charges to be paid by exporter if order is taken by
exporter on CIF basis and the freight charges are taxable under GST @18% is
affecting your business?"
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

Yes

86%

18

No

14%

3

Grand Total

100%

21

"If yes, what is the degree of affectation"?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

High

67%

12

Medium

22%

4

Low

11%

2

Grand Total

100%

18
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•

Close to nine-tenth (86%) of the merchant exporters reported being affected by the
Freight charges to be paid by exporter if order is taken by exporter on CIF basis and the
freight charges are taxable under GST @18%.

•

The degree of affectation is understood to be high for majority of the respondents.

g) "Whether making invoice and charging GST on the invoice for sending any free
trade samples to overseas customers is affecting your business?"
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

Yes

71%

17

No

29%

7

Grand Total

100%

24

"If yes, what is the degree of affectation"?

•

Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

High

82%

14

Medium

12%

2

Low

6%

1

Grand Total

100%

17

More than two-third (71%) of the merchant exporters reported being affected by the
rule that while sending any free trade samples to overseas customers, an invoice must
be made and GST must be charged on the invoice.

• The degree of affectation is understood to be high for majority of the respondents.
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h) "How has the current GST regime impacted your business"?
Parameter

Percentage of Buying Percentage of Buying
Agents responding
Agents responding
"decrease"
"Increase"

Number of
Buying
Agents

Sourcing Volume

100%

0%

23

Expenditures on Business Development

17%

83%

23

Cash Inflows

81%

19%

21

Directly Employed Staff

61%

39%

18

Current GST regime is negatively impacting primarily the export turnover, labour
headcount and cash inflows.
i) "What are your views on the e-way bill procedure after the implementation of GST"?
Merchant Exporter Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

At same level, as during pre-GST era

21%

4

Procedure has become complicated

68%

13

Procedure has Simplified

11%

2

Grand Total

100%

19

About two-third (66%) respondents are saying that the procedure has become complicated
after implementation of GST.

j) "Whether you encounter any challenges while raising invoice for exports (GST
invoice) and invoice for overseas buyers (commercial buyers")?
Merchant Exporter
Response

Percentage of
Merchant exporters

Number of
Merchant Exporters

Yes

57%

13

No

43%

10

Grand Total

100%

23

More than half (57%) of the respondents reported encountering challenges while raising
invoice for exports (GST invoice) and invoice for overseas buyers (commercial buyers)
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3.0

Buying Agents
The feedback of buying agents of handicrafts was assessed on following parameters
a) "Whether Rates announced by GST Council on different items are at 4-digit HS
code level leading to ambiguity in classification of certain items w.r.t applicable
GST rates is affecting your business"?
Buying Agent Response

Percentage of Buying Agent

Number of Buying Agent

Yes

65%

15

No

35%

8

Grand Total

100%

23

"If yes, what is the degree of affectation"?

•

Buying Agent Response

Percentage of Buying Agent

Number of Buying Agent

High

57%

8

Medium

36%

5

Low

7%

1

Grand Total

100%

14

Close to two-third (65%) of the buying agents reported being affected by the ambiguity
arising from GST rates announced by GST Council on different items at 4-digit HS
code level for certain items.

• The degree of affectation is understood to be high for majority of the respondents.

b) "Whether lack of clarity relating to taxability under GST on 'Intermediary Service'
based on place of supply of services as rendered by buying agents is affecting your
business"?
Buying Agent Response

Percentage of Buying Agent

Number of Buying Agent

Yes

96%

23

No

4%

1

Grand Total

100%

24

"If yes, what is the degree of affectation"?
Buying Agent Response

Percentage of Buying Agent

Number of Buying Agent

High

91%

20

Medium

9%

2

Low

0%

0

Grand Total

100%

14

Representation Paper on Impact of GST Regime on Handicraft Sector | 25

•

Nearly all (96%) of the buying agents reported being affected by lack of clarity on
taxability under GST on 'Intermediary Service' based on place of supply of services as
rendered by them.

•

The degree of affectation is understood to be high for majority of the respondents.

c) "Whether the process of payment of GST first and claiming the refund at later stage
is affecting your business"?
Buying Agent Response

Percentage of Buying Agent

Number of Buying Agent

Yes

91%

21

No

9%

2

Grand Total

100%

23

"If yes, what is the degree of affectation"?
Buying Agent Response

Percentage of Buying Agent

Number of Buying Agent

High

68%

13

Medium

32%

6

Low

0%

0

Grand Total

100%

19

•

More than nine-tenth (91%) of the buying agents reported being affected by the process
of paying GST first and claiming at a later stage.

•

The degree of affectation is understood to be high for majority of the respondents

d) "Whether making invoice and charging GST on the invoice for sending any free
trade samples to overseas customers is affecting your business?"
Buying Agent Response

Percentage of Buying Agent

Number of Buying Agent

Yes

83%

19

No

17%

4

Grand Total

100%

23

"If yes, what is the degree of affectation"?
Buying Agent Response

Percentage of Buying Agent

Number of Buying Agent

High

78%

14

Medium

17%

3

Low

6%

1

Grand Total

100%

18
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•

More than four-fifth (83%) of the buying agents reported being affected by the rule
that for sending free trade samples, an invoice must be made and GST must be charged
on that invoice.

• The degree of affectation is understood to be high for majority of the respondents

e) How has the current GST regime affected your business on the following parameters?
Parameter

Percentage of Buying Percentage of Buying
Agents responding
Agents responding
"decrease"
"Increase"

Number of
Buying
Agents

Sourcing Volume

6%

94%

17

Expenditures on Business Development

81%

19%

21

Cash Inflows

10%

90%

20

Directly Employed Staff

41%

59%

17

GST has directly affected the businesses of the buying agents, by significantly decreasing
their sourcing volumes, cash inflows and increasing their expenditure on business
development. Directly employed staff also reduced considerably.
f) What are your views on the e-way bill procedure after the implementation of GST?
Parameter

Percentage of Buying Agent

Number of Buying Agent

Procedure has simplified

6%

1

Procedure has become complicated

88%

16

At same level, as during pre-GST era

6%

1

100%

18

Grand Total

•

Majority of the respondents (88%) feel that the e-way bill has become more complicated
after the implementation of GST as compared to the pre-GST era.

g) Whether the buying agents encounter any challenges while raising invoice for
exports (GST invoice) and invoice for overseas buyers (commercial buyers)?

•

Parameter

Percentage of Buying Agent

Number of Buying Agent

Yes

81%

17

No

19%

4

Grand Total

100%

21

Majority of the respondents (81%) are facing challenges while raising invoice for
exports (GST invoice) and invoice for overseas buyers (commercial buyers).
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4.0

Job Workers
The feedback of Job Workers of handicrafts was assessed on following parameters
a) "Whether GST rates for textile job worker applicable at 5% compared to 18% in
handicraft sector is affecting your business"?
Job Worker Response

Percentage of Job Worker

Number of Job Worker

Yes

100%

100

No

0%

0

Grand Total

100%

100

"If yes, what is the degree of affectation"?
Job Worker Response

Percentage of Job Worker

Number of Job Worker

High

69%

69

Medium

29%

29

Low

2%

02

Grand Total

100%

100

•

All the Job workers reported that high GST rates (18%) for the handicrafts sector in
comparison to 5% for the textile sector is affecting their business.

•

The degree of affectation for majority of the respondents is high.

b) "Whether process of payment of GST first and claiming the refund at later stage
affecting your business?
Job Worker Response

Percentage of Job Worker

Number of Job Worker

Yes

100%

100

No

0%

0

Grand Total

100%

100

"If yes, what is the degree of affectation"?
Job Worker Response

Percentage of Job Worker

Number of Job Worker

High

73%

73

Medium

27%

27

Low

0%

00

Grand Total

100%

100

•

All the Job workers reported that process of payment of GST first and claiming the
refund at a later stage is affecting them.

•

The degree of affectation for majority of the respondents is high.
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c) "How has the current GST regime impacted your business?"
Parameter

Percentage of Job
Workers responding
"Increase"

Percentage of Job
Number of
Workers responding Job Workers
"Decrease"

Volume of job work from manufacturers/
exporters

0%

100%

100

Cash Inflows

0%

100%

100

100%

0

100

Expenditure towards tax compliance

•

All the job workers reported that the volume of job work from manufacturers/ exporters
has dropped down due to this new GST regime.

•

100% of the respondents feel that due to low volume of work, cash inflows have also
decreased.

•

Expenditure towards tax compliance has increased.

d) "Whether you face any challenges while supplying goods to different states
(interstate supply, since GST registration is mandatory for interstate supply)?"

•

Job Worker Response

Percentage of Job Worker

Number of Job Worker

Yes

7%

73

No

93%

27

Grand Total

100%

100

Majority of the respondents (93%) feel that they are facing challenges while supplying
goods to different states
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EPCH HELPS HANDICRAFT SECTOR GET GST READY
EPCH, in its representation to the concerned Government • EPCH ropes in expert faculty
departments, requested for lowering of GST rates on handicraft
for guidance and the
items, lowering of GST rates for job work; measures for
handicraft sector's transition
blocking of working capital utilisation of Duty Credit Scrips;
into new regime as GST
GST exemption on fair participation; GST exemption on buying
becomes a reality, posing
agency commission paid; and GST exemption on freight
procedural bottlenecks for
charges paid by exporters. The Council had specifically
handicraft exporters
requested for relaxation in provision of stock in hand for
handicrafts exporters. The calculation of duty drawback rates • Awareness drive with
under the new GST regime was requested to be simplified.
Seminars and Q&A sessions
organized across craft hubs
Considering the far-reaching impact on almost all the aspects
& clusters
of business operations in the country by the implementation
of GST, there was high level of anxiety about the new tax regime among manufacturers and
exporters in the industry. In order to educate them about the implication of the GST on the
handicrafts sector and also how to migrate to the new tax regime, EPCH conducted awareness
seminars in several craft hubs and clusters across India.

Key issues with the current GST regime and our suggestions
Goods and Services Tax (GST) is a welcome step and handicrafts sector has begun its transition
into the new tax structure. The Council acknowledge the Government's role in facilitating
migration of the trade and industry into the GST regime. However, there are certain issues that
need to be addressed which are important to facilitate smooth exports from the Country. The
issues are detailed as under:
Sl.
No.

Issue

Pre GST

1.

Reverse
Charge/
Job Work

NA

2.

Blocking of NA
Working
Capital

Post GST

Suggestions

GST Act does not provide any relief to the sector
particularly with respect to the provision contained
in the Section 9 (4) with regard to the Reverse
charge in case of supplies from un-registered
persons.

The GST rates for Textiles
Job work has been reduced
to 5%, the job worker
engaged in handicrafts
sector represent the
unorganised cottage sector
and hence a reduction of GST
to 0% may be considered for
handicraft sector.

Most of the exporters of handicrafts work on
borrowed capital. The process of payment of GST
first and claiming the refund at later stage would
result in the blocking of the funds for the small
exporters engaged in the sector.

In order to ease the working
capital situation of
exporters, a loan from banks
at lowest interest rate may
be made available to the
handicrafts exporters.
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Further, the VAT refund of
the exporter which is
blocked for a very long time
may be considered for
offsetting the SGST liability
of the exporter based on the
undertaking provided by
him/her.
3.

Exemption
of
Handicrafts
from GST

Handicraft
items were
exempted
from
Central
Excise under
Notification
No. 17/2011CE dated 1/
3/2011 and
were placed
under
Schedule-I
w.r.t. Value
Added Tax
(VAT) in
various
states in the
pre GST
regime.

The 'Handicrafts' has not been indicated anywhere
in the GST Notification pertaining to GST rates,
further, the GST rates on handicrafts sector are
indicated at the 4 digit HS classification and that
too on higher side for handicrafts items.
The schedule of rates under GST indicated for
various handicrafts items are on the higher sides
i.e. at 12%, 18% and 28%. Further, there is
ambiguity in classification of certain items w.r.t
applicable GST rates.
a. In the GST Schedule, under Chapter 7418,
Copper Utensils, Table or Kitchen or other
household articles fall under the heading 7418
and attract a GST rate of 12%, however, Articles
of Brass and of Copper attract a rate of 28%
under Chapter 7419, being clubbed with
Industrial products. Further, EPNS Ware falls
under the heading 74181024 and attracts a GST
of 12% whereas similar products described as
"Articles of Copper Alloys Electroplated with
Nickel- Silver" and a GST Rate of 28% under
74199920.

There is ambiguity in
classification of certain
items w.r.t applicable GST
rates. It is requested that a
suitable clarification /
amendment may be issued.
A flat rate of 3% GST may
be made applicable for HS
codes which are being used
by handicrafts exporters for
their product categories.
These items may be valuecapped upto Rs. 5000/-.

b. GST rates for products under Chapter 44 S.No.8
HS Code No. 4420 states "Wooden Articles of
Furniture not falling in Chapter 94" with
applicable GST rate of tax @ 12% only.
However, in Chapter 94 for Furniture, it clearly
states that the 28% tax slab applies to those
items or goods not specified elsewhere whereas
"Wooden articles of furniture" is already
specified under chapter 44. Furthermore, the
Chapter 94 does not specify wooden furniture
but only furniture in general kind would refer
to items of mass production such as mattress,
quilts, plastic furniture etc.,"
c. Handcrafted cane furniture (9403) the
applicable GST rate is 18%, however currently
the product is VAT exempted in 11 states (8 NER
states, West Bengal, Kerala and Andaman &
Nicobar).
Additional list of export
d. Most items in the musical instrument range
have been classified under the 28% rate of GST. sensitive items with GST
rate of 18% and 28% has
e. Chennapatna wooden toys produced by artisans been forwarded to GST
having Geographical Indication (GI) as well has Council for consideration
also been taxed with GST rate of 28%.
(at page 36)
Similarly, Blue Pottery of Jaipur and chikankari
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of Lucknow have GI and are world renowned
handicrafts items. Blue Pottery has been placed
under 18% taxation rate whereas Chikan and
zari embroidered garments have been placed at
12% (products over Rs. 1000/-) and job work
for embroidery on garments is at 18%. Also, Sea
Shell handicrafts (9601) have also been put
under 28% slab.
4.

Duty
Drawback
Rate

The All
Industry
Duty
Drawback
rates were
available to
exporters
which
included
refund of
custom duty
on imported
inputs,
central
excise and
service tax.

In the GST regime, the government had allowed
the higher drawback for the transition period from
July to September, 2017. However, the rates for duty
back w.e.f 1st October 2017 have been announced
and a lower rate of duty drawback (only refund of
customs portion) has been offered.

Due to the challenges faced
by the handicrafts exporters
in particular the blockage
of capital, it is requested
that the government may
consider higher drawback
rates for another three
months i.e. till 31st
December , 2107 or till the
time the things are
stabilized and transition is
complete.

5.

Stock in
hand as on
30th June
2017

NA

A condition - limit of one year for old stock to get
ITC (input tax credit on material older than 1 year
has been specifically denied)

A limit of one year should
be removed for exporters
for allowing ITC.

Limited
utilization
of Duty
Credit
Scrips under
GST

Duty Credit
Scrips were
presently
being used
towards
payments of
Custom
duty, CVD,
SAD etc.
and it is a
freely
transferable
in open
market

6.

On similar lines as
mentioned above, the stock
lying with the exporters for
more than one year and
where the documents are
not available. It is requested
as per Section No. 140(3),
the exporter may be
allowed to claim the credit
equivalent to 40% of GST if
the rate of the item is less
than 18% and 60% if the
GST rate of the item is
more than 18%.
Under the GST regime, Duty Credit Scrips will be
allowed to be utilized only for payment of Basic
Customs Duty.

This limitation may drop
the value of Duty Credit
Scrips by 40-50%. It is
requested that Duty Credit
A 12 % GST is imposed on MEIS scrips (4907).
Scrips may be allowed to be
Please note, items mentioned under description for utilized for all purposes as
4907 like Postage or Revenue Stamp or Stamp paper at present and also for
cannot be compared to MEIS scrip.
payment of IGST.
Alternatively, the scrips
should be allowed to be
used for some other
statutory payments.
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MEIS duty credit scrip is
not a Bank Note which can
be exchanged or used

widely or a cheque which
can be deposited in the
Bank or a share or stock
since MEIS does not have
any dividend or a Bond or
similar assets title
document which one can
hold and get interest or
benefit.
It is entirely a separate
document which can be
encashed only by Customs
Dept. If an exporter pays
Customs Duty by cheque or
cash then, he need not have
to pay GST. Hence, there is
no reason why GST should
be charged on transfer of
MEIS.
If GST on cheque or cash
payment is nil then, by
same logic there should be
no GST on MEIS.
7.

a. GST applicable on participants in fairs
GST on fair Applicable
organized in India.
participation service tax &
No need for
registration- b. Participants participating in fairs in various
states required to register as a casual taxable
Participation
person in the state where the exhibition is being
in B2B fairs
held.
(no sale
only order
booking)
within India
treated
similar to
the process
of
movement
of goods
(No Sale or
Purchase).
Foreign
GST Applicable
Agency
commission
was
considered
as a taxable
service

8.

GST on
foreign
agency
commission
earned by
Buying
Agents

9.

NA
Freight
charges paid
by exporter

Participants participating in
fairs in various states to be
exempted from GST and
also exempted from
registering as a casual
taxable person in the state
where the exhibition is
being held.

The services rendered by
buying agents should be
treated as Export of Services
at par with export of goods,
as exports of goods is zero
rated and commission is
received by buying agents is
in foreign exchange like
exports and should be
subject to zero rate GST.

If the exporter takes an order from an overseas
buyer on CIF (Cost, Insurance & Freight) value, he
has to pay the cost of insurance and freight has to
be paid by the exporter. The freight charges paid by
the exporter under GST regime are taxable @18%.

Due to this anomaly in the
law, CIF transactions will
become costlier compared
to FOB exports. This
anomaly may kindly be
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Although the same freight if payable by the foreign
buyer is not taxable.
10. Free trade
samples Post GST

For sending a. For sending any samples to overseas customers,
any samples
an invoice has to be made and GST has to be
to overseas
charged on the invoice. Though it is mentioned
customers
as free trade sample, in the system it will show
as free trade
as an outstanding and since no payment is
sample, in
going to be received for these free samples, how
the system it
this outstanding invoice will be adjusted
got reflected
because in the accounts of the Company and in
as an
the Export Data Processing and Monitoring
outstanding
System (EDPMS) system if it is not adjusted it
since no
may reelected as an outstanding at the end of
payment is
the year and the exporter may be unnecessarily
going to be
put in the caution list.
received for
b. In another case, samples are sent as free trade
these free
samples at low value invoice. If the samples get
samples.
approved, many of the customers agree to pay
the full value of the product and they also remit
the money through the banking channels. In
that case, it becomes sale of samples. Present
RBI Circular has to get aligned with this total
process otherwise once this money is received,
how the exporter will account for it.

looked into and a suitable
amendment can be made.
Free trade sample not to be
covered under GST regime
as samples are sent for
business promotion and
most of the cases, payment
is not received by the buyer
and the sample selected is
retained by the buyer and
remaining samples are
returned.

An invoice has to be made and GST has to be
charged on the invoice.
11

Bank
guarantee

NA

As per the Circular No. 5/5/2017 dated 11th August,
2017 provides that bank guarantee should normally
not exceed 15% of the bond amount. However, the
Commissioner may waive off the requirement to
furnish bank guarantee taking into account the
facts and circumstances of each case. It is expected
that this provision would be implemented liberally.
Some of the instances of liberal interpretation are
as follows:
(i) an exporter registered with recognized Export
Promotion Council can be allowed to submit bond
without bank guarantee on submission of a selfattested copy of the proof of registration with a
recognized Export Promotion Council

12. GST on
Duty Free
Import
Scheme

One of the Only Custom duty waived on import of duty free
provisions
items and IGST paid by the exporters
available to
the
handicrafts
exporters for
the
enhancement
of the
quality is
the
provision of
duty free
import of
essential
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The Commissioner has the
power to waive the bank
guarantee in case the
exporter is registered with
Export Promotion Council
and submits a self-attested
copy of RCMC. It is
suggested that the selfattested copy of RCMC to
be considered in lieu of
bank guarantee.

The payment of IGST on
import invite large
investment and blockage of
funds for minimum five
months for each shipment
besides additional quantity
exporters have to import to
meet the MOQs of
suppliers, which will be
consumed in future orders.
It will be a great help to
handicraft sector if the
IGST is exempted on
import of items against

embellishment,
trimmings,
tools and
consumables
vide para 1
B.1 (vi) of
the Foreign
Trade Policy
(FTP) and
parallel
customs
notification
(No. 50/
2017) issued
to this effect.
These
handicraft
exporters
have an
entitlement
of Duty Free
Import up to
5% of the
export
turnover of
the
preceding
year is
available to
the
exporters.

Duty Free Import
Documents, which are
meant for re-export only
and will save the small
exporters from additional
burden of investment.
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Proposed List of Handicrafts Items for GST Rate Concession
Sl.
No.
1
2

ITC HS Code

3

44140000

4
5

64061010
65050090

6
7
8

69149000
70099200
70132800

9

70134900

10

70181090

11
12
13
14
15
16
17

70200029
70200090
74199930
74199940
76151030
92029000
92060000

18
19
20
21
22

94033010
94033090
94035010
94035090
94036000

23

94038900

24
25
26
27

94049099
95051000
96020010
96020090

28

96140000

33019031
42022910

Description
Attars Of All Kinds In Fixed Oil Base
Handbags Of Other Materials Excluding Wicker Work Or
Basket Work
Wooden Frames For Painting, Photographs, Mirrors Or
Similar Objects
Embroidered Uppers Of Textile Materials
Other Headgear, Hats, Knitted / Crochetted Made Up
From Laces Etc W/N Lind/Trmmd
Other Cermc Artcls Excl Of Porcelain / China
Othr Glass Mirrors, Framed
Glsswr Fr Tbl Ktchn,Tolt,Offc Indor Dcortion (Excl Goods
Of Hdg No 7010/7018) - Other
Glsswr Fr Tbl Ktchn,Tolt,Offc Indor Dcortion (Excl Goods
Of Hdg No 7010/7018)
Others -Glss Beads,Imtn Perls,Imtn Prcs Stones/ Semi Prcs
Stones & Smlr Glss Smallwares
Other Gls Chimeneys
Other Articles Of Glass Nes
Article Of Brass
Copper Worked Articles
Other Table And Kitchenware Of Aluminium
Other String Musical Instruments
Percussion Musical Instruments (E.G. Drums, Xylophones,
Cymbols, Castenets, Maracas)
Cabinetware
Others -Wooden Frntr Of A Knd Used In Offices
Bed Stead
Other Wooden Furniture Used In Bedroom
Other Wooden Furniture With Or Without
Embellishments Of Other Material
Other - Furniture Of Other Materials, Including Cane,
Osier, Bamboo Pr Similar Materials
Handmade Pouffes/Articles Of Bedding, Cushions Etc
Articles Of Christmas
Worked Vegetable Carving Material & Articles Thereof
Other Worked Vegitable Or Material Carving Material And
Articles Of These Materials Moulded Or Carved
Smoking Pipes And Cigar Or Cigarette Holder And Parts
Thereof.
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Existing
GST Rate
18
18
28
18
18
28
28
18
18
18
28
28
28
28
28
28
28
28
28
28
28
28
18
28
28
28
28
28

EPCH's efforts in taking up issues of the Sector with
the Handicrafts Sectoral Group of GST Council
17th June 2017; EPCH Delegation calls on Mr. Pradeep Goel, Commissioner,
CBEC - the Nodal Officer of Handicrafts Sectoral Group on GST, presents
handicraft sector's side at the first meeting of the Sectoral Group
The GST Council has set up 18 sectoral groups
for various sectors of the economy in order to
ensure smooth rollout of GST. Mr. Pradeep Goel,
Commissioner, CBEC is the co-conveyor of the
Handicrafts Sectoral Group. The first meeting of
this Sectoral Group was held at New Delhi on 17th
June, 2017. Senior officers of the Ministry of
Finance also attended the meeting and the
handicrafts sector was represented by Mr. O P
Prahladkha, Chairman, PCH and Mr. Rakesh
Kumar, Executive Director, EPCH. Further,
industry associations like The Handicrafts
Exporter's Association, Delhi; Jodhpur
Handicrafts Exporters Federation; Handicrafts
Exporters Association, Agra; Buying Agents
Association, Delhi; and some prominent exporters
also attended the meeting.
Mr. Rakesh Kumar made a presentation with an
overview of the handicrafts sector including
exports, export markets, craft clusters, various
handicraft segments and the manufacturing
processes. All issues pertaining to the handicrafts
sector were taken up.
The EPCH delegation on seen greeting Mr. Pradeep Goel,
Commissioner, CBEC and presenting the handicraft
industry's concerns as well as representation in
connection to GST
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EPCH delegation meets Union
Minister for Textiles, Smt. Smriti Zubin
Irani, update her on GST related
issues of Handicrafts Sector
Hon'ble Union Minister for Textiles, Smt. Smriti
Zubin Irani being greeted by Mr. O P Prahladka,
Chairman, EPCH and Executive Director, EPCH,
Mr. Rakesh Kumar.

Council's representation on GST
reaches out to concerned Govt.
departments in Rajasthan
The EPCH delegation with Mr. O P Prahladka,
Chairman, EPCH; Mr. Lekhraj Maheshwari,
Member, COA, EPCH; Executive Director,
EPCH, Mr. Rakesh Kumar; and industry
representatives from Jaipur, Jodhpur, Barmer,
Bikaner met Mr. Rajpal Singh Shekhawat,
Minister of Industries, Govt. Enterprise,
Government of Rajasthan on 22nd June, 2017.
They briefed him about issues that the
handicrafts sector may face in the GST regime
and suggested possible solutions for the same. The delegation also met Mr. Tanmay
Kumar,Principal Secretary to Chief Minister of Rajasthan to discuss GST related issues with him.

Chairman EPCH met Mr. Hasmukh Adhia, Revenue Secretary and discussed
issues related to GST
On 21st September, 2017, Chairman EPCH,
Mr. O P Prahladka met Revenue Secretary,
Mr. Hasmukh Adhia who headed the
Committee set up by the GST Council to look
into the issues pertaining to exports sector.
Commerce Secretary, Ms. Rita Teaotia; Mr. Alok
Chaturvedi,DGFT alongwith Commissioners of
Commercial Taxes from Gujarat, Maharashtra,
Karnataka, Uttar Pradesh and West Bengal were also present in the meeting.
Chairman EPCH raised various issues affecting handicrafts sector and are required to be taken to
facilitate smooth transition of Handicrafts Sector in the GST regime. Chairman requested for
GST rate concessions on various handicrafts items,reduction of GST rates on job work, measures
for blockage of working capital funds, issue pertaining to stock in hand, utilization of duty credit
scrips, GST on fair participation, GST on foreign agency commission and freight charges paid by
exporters, etc.
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Seminars conducted across Craft Hubs and Clusters by
EPCH in preparedness towards the GST Regime
23th May 2017; Jaipur
This was conducted with expert
faculty and Chartered Accountant,
Mr. Yash Dhaddha. Mr.Lekhraj
Maheshwari, Member, COA,
EPCH, moderated the session that
included 20 participants and 4
artisans. The expert faculty
explained about GST and its
various attributes in detail. The
participants posed several queries
and Mr. Dhaddha responded with simplified explanations on all aspects of the GST.

23th May 2017; Chennai
This was well attended with 50
participants including 39 artisans. Expert
faculty, Mr. R Kiran Gaikwad made a
detailed presentation on GST, considering
the importance of structural shift in Tax
Policy to GST model, highlighting the
advantages like, elimination of various
taxes, as all taxes would be brought into
one tax net. He explained about the GST
policy, features and tax rate slabs.
Participants raised many questions and
got explanations from the faculty. Mr. N
Ramamurthy from the O/o DC (H) spoke
about the various schemes and benefits
available through his office, for the artisan
community. He also informed the
participants about online registration of
handicraft products s in the "India
Handmade Bazar Portal". EPCH member
exporters present on the occasion like, Mr.K
L Ramesh, Regional Convenor-South,
EPCH; and Mr. P Subramanian, former
COA Member, EPCH, shared their journey

Present on the occasion
were, Mr. K LRamesh,
Regional Convenor-South,
EPCH; Mr. P
Subramanian, former
COA Member, EPCH;
Mr. N Ramamurthi,
Asst. Director, O/o DC
(Handicrafts), Chennai;
and Expert faculty on GST,
Mr. R Kiran Gaikwad
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and experience in the handicrafts industry, emphasizing on the requisites of a successful exports
business. They also informed the participants of the Council's multifarious activities.

24th May 2017; Saharanpur
Held at the Common Facility Centre, Saharanpur,
UP, this was well attended by many member
exporters including Mr. Sheikh Faizan Ahmed; Mr.
M S Zama and Mr. Irfan Ahmed. Expert faculty,
Mr. R K Gupta, CA, made a detailed presentation
on GST and answered participants' queries.

24th May 2017; New Delhi
EPCH organized an exclusive seminar cum
discussion on GST, for Buying Houses/Agents on
24th May 2017 at EPCH House, New Delhi.
Comprehensive discussions on issues related
to GST were carried out during the session.
Mr. Rakesh Kumar, Executive
This was
Director, EPCH welcomed the conducted for
representatives from buying agents buying houses
and buying
firms and buying houses. The expert agents with
on GST here was Mr. Ravi Bhatia, Chartered
Chartered Accountant who also Accountant,
Mr. Ravi
answered queries raised by the Bhatia as the
GST expert
attendees.

25th May 2017; Moradabad
The expert faculty at this session Mr.Anant Bhatia,
CA from M/s. Bhatia & Bhatia Chartered
Accountants, informed the participants about the
procedure and documentation for GST and
addressed various queries. Present on the occasion
were COA Members, EPCH and leading
exporters from the region, Mr. Abdul
Azim,Mr. Neeraj Khanna and Mr. Naved Ur
Rehman.

27th May 2017; New Delhi
This was held at Rajiv Gandhi Handicrafts
Bhawan, New Delhi and was well attended
by several member exporters from NCR.
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The queries were well represented and answered with the session concluding with interactions
with the expert faculty. Present on the occasion were, Mr. RK Passi, Member COA, EPCH; Mr.
Rakesh Kumar, Executive Director, EPCH; Mr. CR Rai, President HEA; and CA Ravi Bhatia from
Bhatia& Bhatia Chartered Accountants.

27th May 2017; Kolkata
Mr. OP Prahladka, the then Vice-Chairman,
EPCH and Convenor- Eastern Region, EPCH,
initiated the seminar and enlightened the
members on the efforts EPCH is making
towards preparedness for GST era. Expert faculty
here were, Mr. Pramod Dayal Rungta and Mr.
Jayesh Gupta, Chartered Accountants from JPNR
Corporate Consultants Pvt. Ltd. Their detailed
power point presentation highlighted the
various provisions of GST. The speakers also
explained about the importance of GST for
business and industrial growth. The questionanswer session at the end of seminar further
helped the attendees to raise doubts and get
explanations & clarifications.

29th May 2017; Bangalore
This was well attended with 167 participants
including 8 artisans. Expert faculty, Mr. M V
Sridhar, who is also a winner of the Presidential
award in recognition of his exemplary
performance in the field of audit and training,
spoke about the overall GST policy and its
features. Present on the occasion were, Mr. MV
Sridhar, expert faculty from M/s. KGS Cestax
Consultants, Bangalore; Mr.MN Yajnanarayana, General Secretary, Laghu Udyog BharathiKarnataka; and Mr. KS Sharma, President, Laghu Udyog Bharathi-Karnataka.

30th May 2017; Jodhpur
46 member exporters from Jodhpur region
attended this seminar to understand the
anticipated changes with the GST regime and
the needed preparedness for the same.
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31st May 2017; Agra
Held at Hotel Samovar, Agra, this was well
attended. Present on the ocassion were Dr. S K
Tyagi from Handicrafts Exporters Association
(Agra); and Mr.AK Gupta besides expert faculty,
Mr.Ravi Bhatiya and Mr.Vonesh Tyagi. A
detailed presentation was made on GST and
participants' queries were answered.

Seminars conducted across Craft Hubs and Clusters in
India by EPCH after GST comes into effect
Since GST became applicable, several shipments of exporters were held up for want of various
clarifications from the Department of Central Board of Excise and Customs, primarily on the
issue of payment of GST while exporting. The intention of the Government has been very much
clear from the beginning that exports shall be zero rated tax-wise as taxes cannot be exported.

9th July 2017; Open House in
New Delhi
In view of the anxiety and queries
amongst the exporters, EPCH organised
an urgent Open House Meeting with
senior officials of the Central Board of
Excise and Customs.
Mr.Pradeep Goel, Commissioner, Central
Board of Excise & Custom (CBEC) &
Head of Handicrafts sectoral group
chaired the Open House. Present on the
ocassion to answer exporters' queries
were, Mr. Sunil K Sinha, Commissioner
Customs, IGI Airport; Mr. Sanjiv
Srivastava, Commissioner, Customs,
Tuglakabad; Mr.H K Sharma, Additional
Commissioner, Customs, Dadri;
Smt.Babni Lal, Economic Advisor,
Ministry of Textiles, Govt.of India; Dr.
Ajay Sahai, Director General & CEO,
FIEO; and Mr. R K Gupta,Chartered
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Accountant,Bhatia & Bhatia. Chairman EPCH, Mr. O P Prahladka; Executive Director, EPCH,
Mr. Rakesh Kumar and members of the Council's committee of administration were also present.
About 300 exporters participated to bring forth major issues pertaining to shipment on payment
of GST. The Department of Central Board of Excise and Customs had informed the exporters
about the notification/ circular issued on 7th July, 2017 providing relief to exporters to export
their goods on submission of 'letter of undertaking' instead of issuing bond and depositing
integrated goods and service tax. The exporters were of the view that this notification was not
providing full relief to them due to certification required from the GST department. The issues of
the participants regarding registration, refund of tax, etc. were answered by Commissioner,
Customs and other authorities present at the Open House.
On behalf of the handicrafts sector, Mr. O P Prahladka, Chairman, EPCH, expressed serious
concerns on the issue of relief on job work, carrying of samples for exhibitions/offices of buying
agents, sending samples for display purposes and also free trade samples of no commercial value
to the buyers. He expressed that the issue of job work is getting aggravated as most exporters are
located at metropolitan cities while artisans and crafts persons are spread in craft clusters in
remote parts of the country. Though these crafts persons are exempted having sale below Rs. 20
lakhs, most of the supplies being inter-state, attract GST and hence require registration process.
The exporters gathered at the Open House were of a collective view that this would ultimately
affect the very growth & well-being of the handicrafts sector. As the drawback issue has not been
fully resolved in the new mechanism, most merchant exporters apprehend that there is compulsion
of shipping their goods on lower drawback basis. This is an ultimate loss to the exporters. Similarly
the GST rates for MEIS scrip have neither been declared nor HSN codes been finalised for the
same. The premium of such scrips have already fallen in the market which is a clear loss to
exporters. Handicrafts items had been exempted from excise and also there was VAT exemption
in many states in the country. However, in the GST regime the GST rates of 12, 18 and 28% have
been made applicable on handicraft items. Handicrafts exporters feel that a flat rate of 5% GST
may be made applicable on handicrafts items with value cap of Rs. 5,000. EPCH also brought
out a comprehensive FAQs on GST and a discussion was also held on the same during Open
House.

17th July 2017; Interactive Session in Jaipur
An interactive session was
organised at Jaipur on 17th
July 2017. About 125 member
exporters attended and
addressed their GST related
issues to Mr. Subhash Chand
Aggarwal, Commissioner
(Customs); Mrs. Ruchita Viz,
Additional Commissioner,
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CGST; Mr. Mahesh Kumar,Joint Commissioner, CGST; Mr,Virender Singh, Joint Director General
Foreign Trade; Mr.Dinesh Chandra Rakhecha, Dy. Commissioner, RGST; and CA Yasha Dhaddha.
Initiated by Mr.R K Verma, Director, EPCH, this saw the presence of eminent EPCH member
exporters from Jaipur like, Mrs. Leela Bordia, Mr. Satish Katta, and COA members like Mr. Lekhraj
Maheshwari and Mr.Dileep Baid.
Mr.Subhash Chandra Agarwal,Commissioner, Customs, said that his Department has pursued
the interests of the exporters to ensure that environment post GST is not difficult and that the
efforts of the Customs department have resulted in positive outcomes. Mr.Virendra Singh,Jt. DGFT,
opined, utilisation of Duty Credit Scrips under the MEIS and SEIS Schemes will be suitably
aligned with changes in the indirect taxes under the GST Regime and the validity period of the
Duty Credit Scrips has been changed from 18 months to 24 months to enhance their utility and
attractiveness in the GST regime. Value limit on the Free of Cost (FoC) exports for export promotion
for Status Holders has been enhanced and the threshold for reaching Two Star Export House has
been reduced to USD 20 Million, thereby incentivising exporters. He also informed that DGFT
has signed an MOU with the Goods and Services Network (GSTN) for sharing foreign exchange
realisation and Import Export code data. This will strengthen processing of export transactions
of taxpayers under GST, increase transparency and reduce human interface.
Mrs.Ruchita Viz,Additional Commissioner, made a comprehensive presentation on Exports and
Imports under the new GST regime and highlighted amendments and consequent changes in
procedures for exporters, EOU's, SEZ's, Job works, Deemed Exports, etc. Members' queries were
resolved by the concerned authorities.
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28th July 2017; Meeting at EPCH House, New Delhi with Mr. Pradeep Goel,
Commissioner, CBEC & Handicrafts Sectoral Head for GST

Mr. Pradeep Goel , Commissioner, CBEC & Handicrafts Sectoral Head for GST, visited EPCH
House and discussed issues pertaining to the handicrafts sector. Based on the discussion a fresh
representation was prepared and submitted to the GST Council. Present on the occasion were
member exporters, representation from the Buying Agents Association of India and Mr. Rakesh
Kumar, Executive Director, EPCH

29th July 2017; Awareness Seminar at New Delhi on"Export Documentation Post GST Scenario"
This was well attended with 130 member
exporters and chaired by Mr.Ravi K Passi,COA
Member, EPCH. Prof. Ram Singh from Indian
Institute of Foreign Trade (IIFT) conducted the
session and explained in detail about export
documentation in the GST regime. He also
answered the queries participants raised in
course of the session.

5th August 2017; Interactive Seminar at India Expo Centre, Greater Noida
A seminar on GST was organised at India Expo Centre on 5th August 2017 with Hon'ble Union
Minister of State for Finance & Corporate Affairs, Mr. Arjun Ram Meghwal as the Chief Guest.
This saw the presence of Mr. Nitish Srivastava, Additional Commissioner, Customs; Mr. O P
Prahladka, Chairman, EPCH; Mr. Rakesh Kumar, Executive Director, EPCH; and Mr. Manoj Goyal,
Chartered Accountant. While welcoming GST-a positive taxation reform which aims to integrate
the state economies and boost overall growth thereby facilitating a move towards One Nation
One Tax, Mr. O P Prahladka, Chairman, EPCH, apprised the Hon'ble Minister on procedural
bottlenecks such as blocking of working capital of small exporters, payment of GST for job work,
stock in hand, utilisation of duty credit scrips, GST on fair participation both in India and abroad,
GST on foreign agency commission, treatment of free trade sample and most importantly
"Handicrafts" not being reflected anywhere in the GST schedule. Further, the issue of GST on
handicraft items at higher rates i.e. 12, 18 and 28% was also raised.
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Mr. Arjun Ram Meghwal said, the govt. has initiated various steps to enhance the tax net and give
impetus to the economy through demonetisation, digitisation and introduction of GST. He
acknowledged the fact that there are certain 'teething troubles' with the GST and assured that
with the passage of time the bottlenecks will be removed and GST will be a 'game changer' for
the Indian economy. Mr. Manoj Goyal, Chartered Accountant, made a detailed presentation and
alongwith Mr. Nitish Srivastava, Additional Commissioner, Customs, answered the queries raised
by exporters. While speaking on the occasion, Mr. Rakesh Kumar, Executive Director, EPCH,
requested the Hon'ble Minister for his urgent intervention on the issues raised during the seminar,
bringing to the notice of the Minister that facilitation/procedural delays were hampering smooth
flow of exports.

18th August 2017; Interactive Seminar at New Delhi
Buying Agents Association (BAA) and Export Promotion Council for Handicrafts (EPCH)
organised an interactive seminar on GST and CITES, on 18th August 2017 at New Delhi. This
saw an attendance of 90 people from the buying agents' fraternity.
The objective of the seminar was to address the impact of GST on buying agents and to update
the participants on CITES (the
Convention on International
Trade in Endangered Species of
Wild Fauna and Flora). Ms.
Christine Rai, Gen. Secretary, BAA
and CEO, Indian Inc., initiated the
program and Mr. Rakesh Kumar,
Executive Director, EPCH,
welcomed the participants.
Mr. OP Prahladka, Chairman,
EPCH, in his address,
acknowledged the contribution
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of buying agents in shaping up the industry. He explained how working on capacity building,
FDI, cluster development, increasing exposure of NER products, product development, technology,
skill development and exploring new markets, would pave way for a promising future for the
entire handicrafts exports industry.
Speaking on the impact of GST, Chartered Accountant, Mr. Manoj Kumar Goyal explained, "GST
applies to buying agents as they fall under the "Intermediary" category of the GST act. In the GST
regime, there are 36 different Jurisdictions through which Tax Admin will take place. Those working
out of more than one State will have to get themselves registered multiple times. GST is to be
borne by buying agents as the location/place of supply is India. "Mr. Goyal advised a 'way forward'
would be to "redefine" what a buying agent is and their services. Here, BAA can play a major role
in getting together all buying agents from other export promotion councils towards a collective
endeavour.
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Applicable GST Rates on Handicraft HS Codes
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IMPORTANT CIRCULARS
REGARDING GST
[To be published in the Gazette of India, Extraordinary, Part II, Section 3, Sub-section (i)]
Government of India, Ministry of Finance
Department of Revenue, Central Board of Excise and Customs
Notification No. 8/2017 – Integrated Tax
New Delhi, the 14th September, 2017
G.S.R. …..(E).—In exercise of the powers conferred by section 20 of the Integrated Goods and Services Tax Act, 2017 (13
of 2017) read with sub-section (2) of section 23 of the Central Goods and Services Tax Act, 2017 (12 of 2017) (hereafter
in this notification referred to as the “said Act”), the Central Government, on the recommendations of the Council,
hereby specifies the persons making inter-State taxable supplies of handicraft goods as the category of persons exempted
from obtaining registration under the aforesaid Act.
Provided that the aggregate value of such supplies, to be computed on all India basis, does not exceed an amount
of twenty lakh rupees in a financial year:
Provided further that the aggregate value of such supplies, to be computed on all India basis, does not exceed an
amount of ten lakh rupees in case of Special Category States, other than the State of Jammu and Kashmir.
2.
The persons making inter-State taxable supplies mentioned in the preceding paragraph shall be required to
obtain a Permanent Account Number and generate an e-way bill in accordance with the provisions of rule 138 of the
Central Goods and Services Tax Rules, 2017.
Explanation - For the purposes of this notification, the expression “handicraft goods” means the products mentioned in
column (2) of the Table below and the Harmonized System of Nomenclature (HSN) code mentioned in the corresponding
entry in column (3) of the said Table, when made by the craftsmen predominantly by hand even though some machinery
may also be used in the process:Table
Sl No. Products
(1)

(2)

HSN Code
(3)

1.

Leather articles (including bags, purses, saddlery, harness, garments)

4201, 4202, 4203

2.

Carved wood products (including boxes, inlay work, cases, casks)

4415, 4416

3.

Carved wood products (including table and kitchenware)

4419

4.

Carved wood products

4420

5.

Wood turning and lacquer ware

4421

6.

Bamboo products [decorative and utility items]

46

7.

Grass, leaf and reed and fibre products, mats, pouches, wallets

4601, 4602

8.

Paper mache articles

4823

9.

Textile (handloom products)

including 50, 58, 62, 63
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10.

Textiles hand printing

50, 52, 54

11.

Zari thread

5605

12.

Carpet, rugs and durries

57

13.

Textiles hand embroidery

58

14.

Theatre costumes

61, 62, 63

15.

Coir products (including mats, mattresses)

5705, 9404

16.

Leather footwear

6403, 6405

17.

Carved stone products (including statues, statuettes, figures of animals, writing
sets, ashtray, candle stand)

6802

18.

Stones inlay work

68

19.

Pottery and clay products, including terracotta

6901, 6909, 6911, 6912,
6913, 6914

20.

Metal table and kitchen ware (copper, brass ware)

7418

21.

Metal statues, images/statues vases, urns and crosses of the type used for
decoration of metals of chapters 73 and 74

8306

22.

Metal bidriware

8306

23.

Musical instruments

92

24.

Horn and bone products

96

25.

Conch shell crafts

96

26.

Bamboo furniture, cane/Rattan furniture

27.

Dolls and toys

9503

28.

Folk paintings, madhubani, patchitra, Rajasthani miniature

97

[F. No. 349/58/2017-GST(Pt.)]

(Dr.Sreeparvathy.S.L.)
Under Secretary to the Government of India
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Circular No. 5/5/2017 - GST
F. No. 349/82/2017
GST Government of India Ministry of Finance Department of Revenue
Central Board of Excise and Customs GST Policy Wing
New Delhi, Dated the 11th August, 2017
To,
The Principal Chief Commissioners/Chief Commissioners/Principal Commissioners/ Commissioners of Central Tax
(All) The Principal Director Generals/ Director Generals (All)
Madam/Sir,
Subject: Clarification on issues related to furnishing of Bond/Letter of Undertaking for Exports-Reg.
Please refer to Notification No. 16/2017 - GST dated 7th July, 2017 and Circular No. 2/2/2017 - GST dated 5th July, 2017
and Circular No. 4/4/2017 - GST dated 7th July, 2017. A large number of communications have been received from the
field formations and exporters citing variation in the interpretation of above referred notification and circulars.
2. Therefore, in exercise of powers conferred under section 168 (1) of the Central Goods and Services Tax Act, 2017, for
the purpose of uniformity in the implementation of the Act, following issues are being clarified hereunder: a. Eligibility
to export under LUT: Notification No. 16/2017 - Central Tax dated 7th July, 2017 specifies conditions to be fulfilled for
export under Letter of Undertaking (LUT) in place of bond. In the extant Central Excise provisions, LUTs were limited
to manufacturer exporters only. The intent of the said notification is to liberalize the facility of LUT and extend it to all
kind of suppliers. It is hereby clarified that any registered person who has received a minimum foreign inward remittance
of 10% of export turnover in the preceding financial year is eligible for availing the facility of LUT provided that the
amount received as foreign inward remittance is not less than Rs. one crore. This means that only such exporters are
eligible to LUT facilities who have received a remittance of Rs. one crore or 10% of export turnover, whichever is a
higher amount, in the previous financial year. A few illustrations are as follows:
i. An exporter had a turnover of Rs. 15 crore in the previous financial year. He would be eligible for LUT facility if
remittance received against this export is Rs. 1.5 crore or more (10% of export turnover is more than Rs. 1 crore)
ii. An exporter had a turnover of Rs. 5 crore in the previous financial year. He would be eligible for LUT facility if
remittance received against this export is Rs. 1.0 crore or more (10% of export turnover is less than Rs. 1 crore)
iii. An exporter has an export turnover of Rs. 2 crore. He has received Rs. 80 lacs as foreign inward remittances in FY
2016-17 which is 40% of the export turnover. He will not be eligible for LUT facility as remittance received is less than
Rs. 1 crore. iv. An exporter has export turnover of Rs. 40crore. He has received Rs. 2 Crores as foreign inward remittances
in FY 2016-17 which is 5% of the export turnover. He will not be eligible for LUT facility as remittance received is less
than 10% of export turnover, even though it is in excess of Rs. 1 crore. v. An exporter has received Rs. 1 Crore 10 lacs as
foreign inward remittances in FY 2016-17 which is 20% of the export turnover. In this scenario, he will be eligible for
LUT facility.
It may however be noted that a status holder as specified in paragraphs 3.20 and 3.21 of the Foreign Trade Policy 20152020 is eligible for LUT facility regardless of whether he satisfies the above conditions.
b. Form for LUT: Bonds are furnished on non-judicial stamp paper, while LUTs are generally submitted on the letterhead
containing signature and seal of the person or the person authorized in this behalf as provided in said Notification.
c. Time for acceptance of LUT/Bond: As LUT/bond is a priori requirement for export, including supplies to a SEZ
developer or a SEZ unit, the LUT/bond should be processed on top most priority and should be accepted within a period
of three working days from the date of submission of LUT/bond along with complete documents by the exporter.
Page 3 of 5
d. Purchases from manufacturer and form CT-1: It is learnt that there is lack of clarity about treatment of CT-1 form
which was earlier used for purchase of goods by a merchant exporter from a manufacturer without payment of central
excise duty. The scheme holds no relevance under GST since transaction between a manufacturer and a merchant
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exporter is in the nature of supply and the same has not been exempted under GST even on submission of LUT/bond.
Therefore, such supplies would be subject to GST. The zero rating of exports, including supplies to SEZ, is allowed only
with respect to supply by the actual exporter under LUT/bond or payment of IGST.
e. Transactions with EOUs: Zero rating is not applicable to supplies to EOUs and there is no special dispensation for
them. Therefore, supplies to EOUs are taxable under GST just like any other taxable supplies. The EOUs, to the extent of
exports, are eligible for zero rating like any other exporter.
f. Forward inward remittance in Indian Rupee: Various representations have been received with respect to receipts of
proceeds of supplies in Indian Rupee especially with respect to exports to Nepal, Bhutan and SEZ developer/SEZ unit.
Attention is invited to Para A (v) Part-I of RBI Master Circular no. 14/2015-16 dated July 1, 2015 (updated as on
November 5, 2015), which states "there is no restriction on invoicing of export contracts in Indian Rupees in terms of
the Rules, Regulations, Notifications and Directions framed under the Foreign Exchange Management Act 1999. Further,
in terms of Para 2.52 of the Foreign Trade Policy (2015-2020), all export contracts and invoices shall be denominated
either in freely convertible currency or Indian rupees but export proceeds shall be realized in freely convertible currency.
However, export proceeds against specific exports may also be realized in rupees, provided it is through a freely convertible
Vostro account of a non-resident bank situated in any country other than a member country of Asian Clearing Union
(ACU) or Nepal or Bhutan".
Accordingly, it is clarified that acceptance of LUT instead of a bond for supplies of goods to Nepal or Bhutan or SEZ
developer or SEZ unit will be permissible irrespective of whether the payments are made in Indian currency or
convertible foreign exchange as long as they are in accordance with applicable RBI guidelines. It may also be noted that
supply of services to SEZ developer or SEZ unit will also be permissible on the same lines. The supply of services,
however, to Nepal or Bhutan will be deemed to be export of services only if the payment for such services is received by
the supplier in convertible foreign exchange.
g. Bank guarantee: Circular No. 4/4/2017 dated 7th July, 2017 provides that bank guarantee should normally not exceed
15% of the bond amount. However, the Commissioner may waive off the requirement to furnish bank guarantee taking
into account the facts and circumstances of each case. It is expected that this provision would be implemented liberally.
Some of the instances of liberal interpretation are as follows:
i. an exporter registered with recognized Export Promotion Council can be allowed to submit bond without bank
guarantee on submission of a self-attested copy of the proof of registration with a recognized Export Promotion Council.
ii. In the GST regime, registration is State-wise which means that the expression 'registered person' used in the said
notification may mean different registered persons (distinct persons in terms of sub-section
(1) of section 25 of the Act) if a person having one Permanent Account Number is registered in more than one State. It
may so happen that a registered person may not satisfy the condition regarding foreign inward remittances in respect
of one particular registration, because of splitting and accountal of receipts and turnover across different registered
person with the same PAN. But the total amount of inward foreign remittances received by all the registered persons,
having one Permanent Account Number, maybe Rs. 1 crore or more and it also maybe 10% or more of total export
turnover. In such cases, the registered person can be allowed to submit bond without bank guarantee.
h. Jurisdictional officer: It has been clarified in Circular Nos. 2/2/2017 - GST dated 4th July, 2017 and 4/4/2017 - GST
dated 7th July, 2017 that Bond/LUT shall be accepted by the jurisdictional Deputy/Assistant Commissioner having
jurisdiction over the principal place of business of the exporter. The exporter is at liberty to furnish the bond/LUT before
Central Tax Authority or State Tax Authority till the administrative mechanism for assigning of taxpayers to respective
authority is implemented. It is reiterated that the Central Tax officers shall facilitate all exporters whether or not the
exporter was registered with the Central Government in the earlier regime.
i. Documents for LUT: Documents submitted as proof of fulfilling the conditions of LUT shall be accepted unless there
is any evidence to the contrary. Self-declaration shall be accepted unless there is specific information otherwise. For
example, a self-declaration by the exporter to the effect that he has not been prosecuted should suffice for the purposes
of notification No.16/2017 - Central tax dated 7th July, 2017. Verification, if any, may be done on post facto basis.
Similarly, Status holder exporters have been given the facility of LUT under the said notification and a self-attested copy
of the proof of Status should be sufficient.
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j. Applicability of circulars on Bond/LUTs: It is learnt that some field officers have inferred that the instructions given
by the said circulars are effective in respect of exports made only from the date of its issue despite the fact that it has been
categorically clarified specifically in the said circular (dated 7th July, 2017) that the instructions shall be applicable for
exports on or after 1st July, 2017. It is reiterated that the instructions issued vide said circular and this circular are
applicable to any export made on or after the 1st July 2017.
3. It is requested that suitable trade notices may be issued to publicize the contents of this circular.
4. Difficulty, if any, in implementation of the above instructions may please be brought to the notice of the Board. Hindi
version would follow.

(Upender Gupta)
Commissioner (GST)
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[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART II, SECTION 3, SUBSECTION (i)]
Government of India Ministry of Finance Department of Revenue
Central Board of Excise and Customs
Notification No. 16/2017 - Central Tax
New Delhi, the 7th July, 2017

G.S.R… ( )E.:- In exercise of the powers conferred by sub-rule (5) of rule 96A of the Central Goods and Services Tax Rules,
2017, the Central Board of Excise and Customs hereby specifies the conditions and safeguards for the registered person
who intends to supply goods or services for export without payment of integrated tax, for furnishing a Letter of Undertaking
in place of a Bond.
i.

The following registered person shall be eligible for submission of Letter of Undertaking in place of a bond:(a) a status holder as specified in paragraph 5 of the Foreign Trade Policy 2015-2020; or
(b) who has received the due foreign inward remittances amounting to a minimum of 10% of the export
turnover, which should not be less than one crore rupees, in the preceding financial year, and he has not
been prosecuted for any offence under the Central Goods and Services 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.

ii.
The Letter of Undertaking shall be furnished in duplicate for a financial year in the annexure to FORM GST
RFD - 11 referred to in sub-rule (1) of rule 96A of the Central Goods and Services Tax Rules, 2017 and it shall be executed
by the working partner, the Managing Director or the Company Secretary or the proprietor or by a person duly
authorised by such working partner or Board of Directors of such company or proprietor on the letter head of the
registered person.

[F. No. 349/74/2017 - GST]
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(Dr. Sreeparvathy S. L.)
Under Secretary to the Government of India

Circular No. 4/4/2017-GST
F. No. 349/82/2017-GST
Government of India Ministry of Finance Department of Revenue
Central Board of Excise and Customs (GST Policy Wing)
***
New Delhi, the 7th July, 2017
To,
The Principal Chief Commissioners / Chief Commissioners / Principal Commissioners/ Commissioners of Central
Tax (All)
Madam/Sir,
Subject: Issues related to Bond/Letter of Undertaking for exports without payment of integrated tax - Reg.
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/Letter of Undertaking. Therefore, in exercise of powers conferred under
section 168 (1) of the Central Goods and Services Tax Act, 2017, for the purpose of uniformity in the implementation
of the Act, these issues are being clarified hereunder.
2.
As per rule 96A of the Central Goods and Services Tax Rules, 2017 ( The CGST Rules), any registered person
exporting goods or services without payment of integrated tax is required to furnisha bond or a Letter of Undertaking
(LUT) in FORM GST RFD-11.
3.
Attention is invited to notification No. 16/2017-Central Tax dated 01-07-2017vide which the category of
exporters who are eligible to export under LUT has been specified along with the conditions and safeguards. All
exporters, not covered by the said notification, would submit bond. The procedure for submission and acceptance of
bond has already been prescribed vide circular No. 2/2/2017-GSTdated 4th July, 2017.The bond shall be furnished on
non-judicial stamp paper of the value as applicable in the State in which bond is being furnished.
4.
A clarification has been soughtas to whether bond to be furnished for exports is a running bond (with debit
/ credit facility) or a one-time bond (separate bond for each consignment / export). It is observed consignment wise
bond would be a significant compliance burden on the exporters. It is directedthat the exporters shall furnish a
running bond, in case he is required to furnish a bond, in FORM GST RFD -11. The bond would cover the amount of
tax involved in the export based on estimated tax liability as assessed by the exporter himself. The exporter shall ensure
that the outstanding tax liability on exports is within the bond amount. In case the bond amount is insufficient to
cover the tax liability in yet to be completed exports, the exporter shall furnish a fresh bond to cover such liability.
5.
FORM RFD -11 under rule 96A of the CGST Rules requires furnishing a bank guarantee with bond. Field
formations have requested for clarity on the amount of bank guarantee as a security for the bond. In this regard it is
directed that the jurisdictional Commissioner may decide about the amount of bank guarantee depending upon the
track record of the exporter. If Commissioner is satisfied with the track record of an exporter then furnishing of bond
without bank guarantee would suffice. In any case the bank guarantee should normally not exceed 15% of the bond
amount.
6.
As regards LUT, it is clarified that it shall be valid for twelve months. If the exporter fails to comply with the
conditions of the LUT he may be asked to furnish a bond.Exports may be allowed under existing LUTs/Bonds till 31st
July 2017. Exporters shall submit the LUTs/bond in the revised format latest by 31st July, 2017.
7.
It is further stated that the Bond/LUTshall be accepted by the jurisdictional Deputy/Assistant Commissioner
having jurisdiction over the principal place of business of the exporter. The exporter is at liberty to furnish the bond/
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LUT before Central Tax Authority or State Tax Authority till the administrative mechanism forassigning of taxpayersto
respective authority is implemented.However, if in a State, the Commissioner of State Tax so directs, by general
instruction, to exporter, the Bond/LUT in all cases be accepted by Central tax officer till such time the said administrative
mechanism is implemented. Central Tax officers are directed to take every step to facilitate the exporters.
8.
Attention is further invited to circular No. 26/2017 - Customs dated 1st July 2017, vide which it has been
clarified that the existing practice of sealing the container with a bottle seal under Central Excise supervision or
otherwise would continue till 01st September, 2017. Such sealing shall be done under the supervision of the officer
having physical jurisdiction over the place of business where the sealing is being done. A copy of the sealing report
would be forwarded to the Deputy/Assistant Commissioner having jurisdiction over the principal place of business.
9.
These instructions shall apply to exports on or after 1st July, 2017. It is requested that suitable trade notices
may be issued to publicize the contents of this circular.Difficulty, if any, in the implementation of the above instructions
may please be brought to the notice of the Board. Hindi version would follow.
-sd(Upender Gupta)
Commissioner (GST)
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Circular No. 21/2017 -Customs

F. No. 609/54/2017-DBK
Government of India
Ministry of Finance, Department of Revenue Central Board of Excise & Customs
*****
New Delhi, dated 30th June, 2017
To,
Principal Chief Commissioners / Principal Directors General, Chief Commissioners / Directors General,s
Principal Commissioners / Commissioners, all under CBEC
Madam/Sir,
Subject: Drawback of Integrated Tax and Compensation Cess paid on imported goods upon re-export under
Section 74 of the Customs Act, 1962
As you are aware, Section 74 of the Customs Act, 1962 provides for drawback of duties paid at time of importation
when the imported goods are re-exported. Hitherto this drawback inter alia comprised refund of basic customs duty
and additional duties under Section 3 of the Customs Tariff Act (CTA), 1975. In this regard, Re-export of Imported
Goods (Drawback of Customs Duties) Rules, 1995 refer.
2.
Under the GST regime, goods upon import shall be subject to integrated tax and compensation cess in terms
of Sections 3(7) and 3(9) respectively of the CTA, 1975. Further, in terms of Section 3(12) of the CTA, 1975, the
provisions of the Customs Act, 1962 and rules and regulations made thereunder relating inter alia to drawback shall
apply to integrated tax and compensation cess also. Accordingly, drawback under Section 74 would include refund of
integrated tax and compensation cess along with basic customs duty, etc.
3.
In this regard, the definition of "drawback" under Rule 2 (a) of the Re-export Rules, 1995 has been suitably
amended to include refund of duty or tax or cess as referred in the CTA, 1975. Notification No. 57/2017-Customs (N.T.)
dated 29.6.2017 may be referred in this regard.
4.
In order to prevent dual benefit while sanctioning drawback under Section 74 of the Customs Act, 1962, it
may be ensured that a certificate duly signed by the Central/State/UT GST officer, having jurisdiction over the exporter
is obtained, that no credit of integrated tax /compensation cess paid on imported goods has been availed or no refund
of such credit or integrated tax paid on re-exported goods has been claimed. All other extant instructions in respect of
drawback claims under Section 74 remain unchanged.
5.
Suitable Public Notice for information of the trade and Standing Order for guidance of the staff may kindly be
issued. Difficulties faced, if any, in implementation of this Circular may be brought to the notice of the Board.
Yours faithfully,

(Nitish K. Sinha)
Joint Secretary to the Government of India
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Circular No. 22/2017-Customs
F. No. 609/46/2017-DBK
Government of India
Ministry of Finance, Department of Revenue Central Board of Excise & Customs
***
New Delhi, dated 30th June, 2017
To
Principal Chief Commissioners/Principal Directors General, Chief Commissioners/Directors General,
Principal Commissioners/Commissioners, all under CBEC
Subject: Amendments effective from 1.7.2017 to the All Industry Rates of Duty Drawback and other Drawback
related changes.
Madam/Sir,
Your attention is invited to Notification numbers 58/2017-Cus (N.T.) & 59/2017-Cus (N.T.), both dated 29.6.2017,
which are effective from 1.7.2017. These notifications relate to changes in the provisions of the Customs, Central
Excise Duties and Service Tax Drawback Rules, 1995 and All Industry Rates (AIR) of drawback stipulated earlier vide
Notification no. 131/2016-Cus (N.T.) dated 31.10.2016 (as amended) respectively.
2.
The salient features of changes introduced vide Notification no. 59/2017 dated 29.06.2017 are briefly given as
follows:
(a)

Transition period:

In order to ensure smooth transition to the GST regime, Government has allowed the extant Duty Drawback scheme
to continue for a period of three months i.e. from 1.7.2017 to 30.9.2017. The exporter may, for exports made during this
period, continue to claim the composite rates i.e. rates and caps given under columns (4) and (5) respectively of the
Schedule of AIRs of duty drawback, subject to certain additional conditions. During the transition period, exporters
can also claim Brand rate of duty/tax incidence as they have been doing earlier. The conditions imposed for claiming
these composite rates aim to ensure that the exporters do not claim composite AIRs of duty drawback and simultaneously
avail input tax credit of Central Goods and Services Tax (CGST) or Integrated Goods and Services Tax (IGST) on the
export goods or on inputs and input services used in manufacture of export goods or claim refund of IGST paid on
export goods. Further, an exporter claiming composite rate shall also be barred to carry forward Cenvat credit on the
export goods or on inputs or input services used in manufacture of export goods in terms of the CGST Act, 2017. The
exporters have to give a declaration and certificates as prescribed in this Notification at the time of export. Similar
checks shall apply while determining the Brand rate of drawback. While a transition period of three months has been
allowed, the exporters shall have an option to claim only Customs portion of AIRs of duty drawback i.e. rates and caps
given under column (6) and (7) respectively of the Schedule of AIRs of duty drawback and avail input tax credit of
CGST or IGST or refund of IGST paid on exports.
(b)

Changes in AIRs:

Based on prevailing prices of inputs and export goods, budgetary changes, representations received and keeping in
mind need for removing anomalies, certain changes have been made in AIRs. These interalia include i.
Para (17) of Notes and Conditions of Notification no. 131/2016-Cus (N.T.) dated 31.10.2016 has been amended
to include the word "melange" so that melange textile materials covered in chapters 54 and 55 are treated as dyed;
ii.
23;

Customs rates and caps have been increased for certain marine products covered under chapters 3, 15, 16 and
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iii.
For better product differentiation, two new tariff lines have been introduced. These relate to leather under
chapter 41 and pillows/cushions/quilts/pouffles filled with poly-fil under chapter 94;
iv.

Caps have been enhanced for several textile items covered under chapters 52, 54, 55 and 56;

v.
Rates and caps have been enhanced for made up fishing and sports nets of other man- made textile materials
covered under chapters 56 and 95 respectively;
vi.

"Leggings" have been classified under tariff item 611501 instead of 610304 and 610404; and

vii.

Customs rates have been reduced for nickel and articles thereof covered under chapter 75.

3.

Further, vide Notification no. 58/2017-Cus dated 29.6.2017, the work related to:

(a)
fixation of Brand rate of drawback has been transferred from Central Excise formations to Customs formations
having jurisdiction over place of export. A separate circular is being issued to explain various related provisions,
procedures, etc.
(b)
supplementary claims of drawback are now to be dealt only by Customs formations. For this purpose, references
to Central Excise formations wherever appearing have been omitted from the said Drawback Rules, 1995.
3.1 Some of the Customs formations are at present working under the jurisdiction of Commissioners of Central
Excise. It may be noted that Central Excise officers have been designated as officers of Customs under the Customs Act,
1962. Accordingly, till the time jurisdictional Commissionerates of Customs, which will replace Central Excise
Commissionerates hitherto performing Customs functions are notified and become functional, the jurisdictional
Central Excise Commissionerates shall continue to discharge Customs functions as required under the Drawback
Rules 1995.
4.
It is requested that the changes effected vide aforesaid notifications be gone through carefully. Suitable public
notice and standing order should be issued for guidance of the trade and officers.
5.

Any inconsistency, error or difficulty faced should be intimated to the Board.
Yours faithfully,
(Nitish K. Sinha)
Joint Secretary to Government of India
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Circular No. 23/2017 -Customs
F. No. 609/46/2017-DBK
Government of India
Ministry of Finance, Department of Revenue Central Board of Excise & Customs
***
New Delhi, dated 30th June, 2017
To,
Principal Chief Commissioners / Principal Directors General, Chief Commissioners / Directors General,
Principal Commissioners / Commissioners, all under CBEC
Madam/Sir,
Subject: Fixation of Brand Rate of drawback under Rule 6 and Rule 7 of the Customs, Central Excise Duties &
Service Tax Drawback Rules, 1995 in the GST scenario
As you are aware, in terms of Rule 6 and Rule 7 of the Customs, Central Excise Duties and Service Tax Drawback Rules,
1995, the work pertaining to fixation of Brand rate of Drawback is undertaken by the Central Excise Commissionerate
having jurisdiction over the factory where export goods are manufactured. In this context, Board's Circular No. 14/
2003-Cus dated 6.3.2003, DO letter No. 609/110/2005-DBK dated 26.8.2005, Instruction No. 603/01/2011-DBK dated
11.10.2013, Circular No. 29/2015-Cus dated 16.11.2015 and Circular No. 54/2016-Cus dated 22.11.2016 governing the
procedure for handling of Brand rate work may be referred. Once the Brand rate letter (provisional or final) is issued
by such Commissionerate, the respective ports of export are required to calculate and disburse the drawback amount
to the exporter. This Circular explains the changes being brought about in Brand rate mechanism in the context of
introduction of Goods and Services Tax (GST) w.e.f. 1.7.2017.
2.
The input tax incidence of taxes covered in GST regime are to be neutralized through the refund mechanism
provided through the GST laws. At the same time, a transition period of three months from date of introduction of
GST has been provided i.e. from 1.7.2017 to 30.9.2017 by continuing the extant Duty Drawback scheme and amending
the Drawback Rules, 1995 vide Notification No. 58/2017-Cus (N.T.) dated 29.6.2017. For exports made during this
transition period, the exporter can claim All Industry Rate (AIR) or Brand rate of drawback for Customs, Central Excise
Duties and Service Tax subject to certain additional conditions. These conditions aim to ensure that the exporter
simultaneously does not avail input tax credit of Central Goods and Services Tax (CGST) or Integrated Goods and
Services Tax (IGST) on the export goods or on inputs and input services used in manufacture of export goods or claim
refund of IGST paid on export goods. Further, an exporter claiming drawback during transition period as per extant
duty drawback provisions shall also be barred to carry forward Cenvat credit in terms of the CGST Act, 2017 on the
export goods or on inputs or input services used in manufacture of export goods. The exporter also has to give the
prescribed declaration and certificates (similar to declaration and certificate prescribed in Notification No. 59/2017Cus (N.T.) dated 29.6.2017 for claiming composite AIR during transition time) at the time of application for fixation
of Brand rate of drawback. At the same time, the exporter has the option of claiming the Brand rate of Customs duties
and remnant Central Excise duties (in respect of goods given in Fourth Schedule to Central Excise Act, 1944) and avail
input tax credit of CGST or IGST or refund of IGST paid on exports.
Further, in view of implementation of GST, Board has decided to re-organise the Customs functions hitherto handled
by Central Excise formations. In this context, it has been decided that w.e.f. 1.7.2017, the work pertaining to fixation
of Brand rate will be dealt by the Customs Commissionerate having jurisdiction over the place of export from where
the export of goods has taken place. In case the exports have taken place from more than one place, exporter shall file
Brand rate application with the Principal Commissioner/ Commissioner of Customs having jurisdiction over any
one of the places of export. Accordingly, Rule 6 and Rule 7 ibid have been suitably amended vide Notification No. 58/
2017-Cus (N.T.) dated 29.6.2017.
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3.
All Circulars/instructions issued till date w.r.t. fixation of Brand rate shall mutatis mutandis apply for work of
fixation of Brand rate to be done by Customs formations in the GST scenario. However, verification of data given in the
application if so required shall be got done through the Customs formation having jurisdiction over the factory where
the export goods have been manufactured.
4.
From 1.7.2017, all fresh applications for Brand rate of drawback irrespective of date of export will be dealt as
per these guidelines. The applications already filed with existing Central Excise formations prior to 1.7.2017 and
pending shall be transferred along with all relevant documents to the Principal Commissioner/ Commissioner of
Customs having jurisdiction over the place of export. In case an already filed application relates to exports from
multiple places, the application should be transferred to the Principal Commissioner/ Commissioner of Customs
having jurisdiction over any one of the places of export as per choice of the exporter. The exporter concerned may be
requested to indicate his choice in this regard before the transfer of his application. For smooth transition of Brand
rate related work to Customs formations, it is essential that transfer of documents is undertaken carefully and in close
coordination with concerned Customs authorities without disruption, delay etc.
5.1 Some of the Customs formations are at present working under the jurisdiction of Commissioners of Central
Excise. It may be noted that Central Excise officers have been designated as officers of Customs under the Customs Act,
1962. Accordingly, till the time jurisdictional Commissionerates of Customs, which will replace Central Excise
Commissionerates hitherto performing Customs functions, are notified and become functional, the jurisdictional
Central Excise Commissionerates shall continue to discharge Customs functions as required under the Drawback
Rules 1995.
5.
Suitable Public Notices for information of the Trade and Standing Orders for guidance of the staff may be
issued.
6.
Problems or difficulty which may be encountered in implementing the Brand Rate fixation work may please
be brought to the notice of Board.
Yours faithfully,
(Nitish K. Sinha)
Joint Secretary to the Government of India

Representation Paper on Impact of GST Regime on Handicraft Sector | 105

NOTIFICATION NO.58/2017-CUSTOMS (N.T.)
Dated 29th June, 2017
In exercise of the powers conferred by section 75 of the Customs Act, 1962 (52 of 1962), section 37 of the Central
Excise Act, 1944 (1 of 1944) and section 93A read with section 94 of the Finance Act, 1994 (32 of 1994), the Central
Government hereby makes the following rules to further amend the Customs, Central Excise Duties and Service Tax
Drawback Rules, 1995, namely:1.
(1) These rules may be called the Customs, Central Excise Duties and Service Tax Drawback (Amendment)
Rules, 2017. (2) They shall come into force on the 1st day of July, 2017.
2.

In the Customs, Central Excise Duties and Service Tax Drawback Rules, 1995,-

(i)

in rule 2, after clause (e), the following clause shall be inserted, namely:-

"(f) "tax invoice" means the tax invoice referred to in section 31 of the Central Goods and Services Tax Act, 2017 (12
of 2017).?;
(ii)

in rule 3, in sub-rule (1), after the clause (bb), the following clauses shall be inserted, namely:-

"(bc) the Central Goods and Services Tax Act, 2017 (12 of 2017) and the rules made thereunder,
(bd) the Integrated Goods and Services Tax Act, 2017 (13 of 2017) and the rules made thereunder; and";
(iii)

for rule 6, the following rule shall be substituted, namely:-

"6. Cases where amount or rate of drawback has not been determined.(1)(a) Where no amount or rate of drawback has been determined in respect of any goods, any exporter of such goods
may, within three months from the date relevant for the applicability of the amount or rate of drawback in terms of
sub-rule (3) of rule 5, apply to the Principal Commissioner of Customs or Commissioner of Customs, as the case may
be, having jurisdiction over the place of export, for determination of the amount or rate of drawback thereof stating all
the relevant facts including the proportion in which the materials or components or input services are used in the
production or manufacture of goods and the duties paid on such materials or components or the tax paid on input
services:
Provided that(i)
in case an exporter is exporting the aforesaid goods from more than one place of export, he shall apply to the
Principal Commissioner or Commissioner of Customs, having jurisdiction over any one of the said places of export;
(ii)
(ii)the Assistant Commissioner of Customs or Deputy Commissioner of Customs, as the case may be, may
extend the aforesaid period of three months by a period of three months and the Principal Commissioner of Customs
or Commissioner of Customs, as the case may be, may further extend the period by a period of six months; the
Assistant Commissioner of Customs or Deputy Commissioner or Principal Commissioner of Customs or
Commissioner of Customs, as the case may be, may, on an application and after making such enquiry as he thinks fit,
grant extension or refuse to grant extension after recording in writing the reasons for such refusal;
(iii)
an application fee equivalent to 1% of the FOB value of exports or one thousand rupees whichever is less, shall
be payable for applying for grant of extension to the Assistant Commissioner of Customs or Deputy Commissioner of
Customs, as the case may be and an application fee of 2% of the FOB value or two thousand rupees whichever is less,
shall be payable for applying for grant of extension to the Principal Commissioner of Customs or Commissioner of
Customs, as the case may be.
(b) On receipt of an application under clause (a), the Principal Commissioner of Customs or Commissioner of
Customs, as the case may be, shall, after making or causing to be made such inquiry as it deems fit, determine the
amount or rate of drawback in respect of such goods.
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(2)(a) Where an exporter desires that he may be granted drawback provisionally, he may, while making an application
under clause (a) of sub-rule (1) apply to the Principal Commissioner of Customs or Commissioner of Customs, as the
case may be, that a provisional amount be granted to him towards drawback on the export of such goods pending
determination of the amount or rate of drawback under clause
(b) of that sub-rule.
(b) The Principal Commissioner of Customs or Commissioner of Customs, as the case may be, may, after considering
the application, allow provisionally payment of an amount not exceeding the amount claimed by the exporter in
respect of such export:
Provided that the Principal Commissioner of Customs or Commissioner of Customs, as the case may be, may, for the
purpose of allowing provisional payment of drawback in respect of such export, require the exporter to enter into a
general bond for such amount, and subject to such conditions, as he may direct; or to enter into a bond for an amount
not exceeding the full amount claimed by such exporter as drawback in respect of a particular consignment and
binding himself,(i)
to refund the amount so allowed provisionally, if for any reason, it is found that the duty drawback was not
admissible; or
(ii)
to refund the excess, if any, paid to such exporter provisionally if it is found that a lower amount was payable
as duty drawback:
Provided further that when the amount or rate of drawback payable on such goods is finally determined, the amount
provisionally paid to such exporter shall be adjusted against the drawback finally payable and if the amount so adjusted
is in excess or falls short of the drawback finally payable, such exporter shall repay to the Principal Commissioner of
Customs or Commissioner of Customs, as the case may be, the excess or be entitled to the deficiency, as the case may
be.
(d) The bond referred to in clause (b) may be with such surety or security as the Principal Commissioner of Customs
or Commissioner of Customs, as the case may be, may direct.
(3)

Where the Central Government considers it necessary so to do, it may,-

(a)

revoke the rate of drawback or amount of drawback, determined under clause

(b)
of sub-rule (1) by the Principal Commissioner of Customs or Commissioner of Customs, as the case may be;
or
(b) direct the Principal Commissioner of Customs or Commissioner of Customs, as the case may be, to withdraw the
rate of drawback or amount of drawback determined.
Explanation.- For the purpose of this rule, "place of export" means customs station or any other place appointed for
loading of export goods under section 7 of the Customs Act, 1962 (52 of 1962) from where the exporter has exported
the goods or intends to export the goods in respect of which determination of amount or rate of drawback is sought.";
(iv) for rule 7, the following rule shall be substituted, namely:"7. Cases where amount or rate of drawback determined is low.- (1) Where, in respect of any goods, the exporter finds
that the amount or rate of drawback determined under rule 3 or, as the case may be, revised under rule 4, for the class
of goods is less than eighty per cent. of the duties or taxes paid on the materials or components or input services used
in the production or manufacture of the said goods, he may, except where a claim for drawback under rule 3 or rule 4
has been made, within three months from the date relevant for the applicability of the amount or rate of drawback in
terms of sub-rule (3) of rule 5, make an application to the Principal Commissioner of Customs or Commissioner of
Customs, as the case may be, having jurisdiction over the place of export, for determination of the amount or rate of
drawback thereof stating all relevant facts including the proportion in which the materials or components or input
services are used in the production or manufacture of goods and the duties or taxes paid on such materials or components
or input services:
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Provided that (i)
in case an exporter is exporting the aforesaid goods from more than one place of export, he shall apply to the
Principal Commissioner or Commissioner of Customs, having jurisdiction over any one of the said places of export;
(ii)
the Assistant Commissioner of Customs or Deputy Commissioner of Customs, as the case may be, may
extend the aforesaid period of three months by a period of three months and that the Principal Commissioner of
Customs or Commissioner of Customs, as the case may be, may further extend the period by a period of six months;
(iii)
the Assistant Commissioner of Customs or Deputy Commissioner or Principal Commissioner of Customs or
Commissioner of Customs, as the case may be, may, on an application and after making such enquiry as he thinks fit,
grant extension or refuse to grant extension after recording in writing the reasons for such refusal;
an application fee equivalent to 1% of the FOB value of exports or one thousand rupees whichever is less, shall be
payable for applying for grant of extension to the Assistant Commissioner of Customs or Deputy Commissioner of
Customs, as the case may be and an application fee of 2% of the FOB value or two thousand rupees whichever is less,
shall be payable for applying for grant of extension by the Principal Commissioner of Customs or Commissioner of
Customs, as the case may be.
(2)
On receipt of the application referred to in sub-rule (1), the Principal Commissioner of Customs or
Commissioner of Customs, as the case may be, may, after making or causing to be made such inquiry as it deems fit,
allow payment of drawback to such exporter at such amount or at such rate as may be determined to be appropriate,
if the amount or rate of drawback determined under rule 3 or, as the case may be, revised under rule 4, is in fact less
than eighty per cent. of such amount or rate determined under this sub-rule.
(3)
Provisional drawback amount, as may be specified by the Central Government, shall be paid by the proper
officer of Customs and where the exporter desires that he may be granted further drawback provisionally, he may,
while making an application under sub-rule (1), apply to the Principal Commissioner of Customs or Commissioner
of Customs, as the case may be, in this behalf in the manner as has been provided in clause (a) of sub-rule (2) of rule
6 for the application made under that rule along with details of provisional drawback already paid and the grant of
further provisional drawback shall be considered in the manner and subject to the conditions specified in clauses (b)
and (c) of sub-rule (2), and sub-rule (3) of rule 6, subject to the condition that bond required to be executed by the
claimant shall only be for the difference between amount or rate of drawback determined under rule 3 or, as the case
may be, revised under rule 4 by the Central Government and the provisional drawback authorised by the Principal
Commissioner of Customs or Commissioner of Customs, as the case may be, under this rule.
(4)

Where the Central Government considers it necessary so to do, it may,-

(a)

revoke the rate of drawback or amount of drawback determined under sub-rule

(2) by the Principal Commissioner of Customs or Commissioner of Customs, as the case may be; or
(b)
direct the Principal Commissioner of Customs or the Commissioner of Customs, as the case may be, to
withdraw the rate of drawback or amount of drawback determined.
Explanation.- For the purpose of this rule, "place of export" means customs station or any other place appointed for
loading of export goods under section 7 of the Customs Act, 1962 (52 of 1962) from where the exporter has exported
the goods or intends to export the goods in respect of which determination of amount or rate of drawback is sought.";
(iv)

in rule 9, in clause (d),-

(A)
for the words "Principal Commissioner of Central Excise or Commissioner of Central Excise, as the case may
be or the Principal Commissioner or Commissioner of Customs and Central Excise", the words "Principal
Commissioner of Customs or Commissioner of Customs", shall be substituted;
(B)

the words "or of Central Excise" shall be omitted;
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(v)
in rule 10, the words "or of Assistant Commissioner of Central Excise or Deputy Commissioner of Central
Excise" shall be omitted;
(vi)
(A)
(B)

in rule 13, in sub-rule (2),in clause (iii), for the letters and figure "ARE-1", the words "tax invoice" shall be substituted;
for clause (v), the following clause shall be substituted, namely:-

"(v) copy of communication regarding rate of drawback where the drawback claim is for a rate determined by the
Principal Commissioner of Customs or Commissioner of Customs, as the case may be, under rule 6 or rule 7 of these
rules.";
(vii)

in rule 15, for sub-rule (1), the following sub-rule shall be substituted, namely:-

"(1) Where any exporter finds that the amount of drawback paid to him is less than what he is entitled to on the basis
of the amount or rate of drawback determined by the Central Government or Principal Commissioner of Customs or
Commissioner of Customs, as the case may be, he may prefer a supplementary claim in the form at Annexure III:
Provided that the exporter shall prefer such supplementary claim within a period of three months,(i)
where the rate of drawback is determined or revised under rule 3 or rule 4, as the case may be, from the date
of publication of such rate in the Official Gazette;
(ii)

where the rate of drawback is determined or revised upward under rule 6 or rule

7, as the case may be, from the date of communicating the said rate to the person concerned;
(iii)

in all other cases, from the date of payment or settlement of the original drawback claim by the proper officer:

Provided further that(i)
the Assistant Commissioner of Customs or Deputy Commissioner of Customs, as the case may be, may
extend the aforesaid period of three months by a period of nine months and that the Principal Commissioner of
Customs or Commissioner of Customs, as the case may be, may further extend the period by a period of six months;
(ii)
the Assistant Commissioner of Customs or Deputy Commissioner or Principal Commissioner of Customs or
Commissioner of Customs, as the case may be, may, on an application and after making such enquiry as he thinks fit,
grant extension or refuse to grant extension after recording in writing the reasons for such refusal;
(iii)
an application fee equivalent to 1% of the FOB value of exports or one thousand rupees whichever is less, shall
be payable for applying for grant of extension by the Assistant Commissioner of Customs or Deputy Commissioner of
Customs, as the case may be and an application fee of 2% of the FOB value or two thousand rupees whichever is less,
shall be payable for applying for grant of extension by the Principal Commissioner of Customs or Commissioner of
Customs, as the case may be.";
(ix)

in rule 16A, in the proviso to sub-rule (4),-

(A)
in clause (i), the words "or Principal Commissioner or Commissioner of Customs and Central Excise, as the
case may be" shall be omitted;
(B)
in clause (ii), the words "or Principal Commissioner or Commissioner of Customs and Central Excise, as the
case may be" shall be omitted;
Sd/(Anand Kumar Jha)
Under Secretary to the Government of India
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[TO BE PUBLISHED IN THE GAZETTE OF INDIA, EXTRAORDINARY, PART II, SECTION 3, SUB-SECTION (i)]
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE)
Notification No. 59/2017-CUSTOMS (N.T.)
New Delhi, the 29th June, 2017
G.S.R. (E). - In exercise of the powers conferred by sub-section (2) of section 75 of the Customs Act, 1962 (52 of 1962),
sub-section (2) of section 37 of the Central Excise Act, 1944 (1 of 1944) and section 93A and sub-section (2) of section
94 of the Finance Act, 1994 (32 of 1994), read with rules 3 and 4 of the Customs, Central Excise Duties and Service Tax
Drawback Rules, 1995, the Central Government hereby makes the following further amendments in the notification
of the Government of India in the Ministry of Finance (Department of Revenue), No. 131/2016 - Customs (N.T.), dated
the 31st October, 2016, published vide number G.S.R. 1018 (E), dated the 31st October, 2016, namely:In the said notification,(a) in the Notes and conditions,(i) for paragraph (6), the following paragraph shall be substituted, namely:"(6) An export product accompanied with tax invoice and forming part of project export (including turnkey export or
supplies) for which no figure is shown in columns (5) and (7) in the said Schedule, shall be so declared by the exporter and
the maximum amount of drawback that can be availed under the said Schedule shall not exceed amount calculated by
applying ad-valorem rate of drawback shown in column (4) or column (6) to one and half times the tax invoice value.";
(ii) in paragraph (11), after clause (b), the following clauses shall be inserted, namely:"(c) exported availing input tax credit of the central goods and services tax or of the integrated goods and services tax
on the export product or on the inputs or input services used in the manufacture of the export product;
(d) exported claiming refund of the integrated goods and services tax paid on such exports;
(e) exported by an exporter who has carried forward the amount of Cenvat credit on the export product or on the
inputs or input services used in the manufacture of the export product, under the Central Goods and Services Tax Act,
2017 (12 of 2017).";
(iii) after paragraph (12), the following paragraph shall be inserted, namely:"(12A) The rates and caps of drawback specified in columns (4) and (5) of the said Schedule shall be applicable to
export of a commodity or product if the exporter satisfies the following conditions, namely:(a) the exporter shall declare, and if necessary, establish to the satisfaction of the Assistant Commissioner of Customs
or Deputy Commissioner of Customs, as the case may be, that no input tax credit of the central goods and services tax
or of the integrated goods and services tax has been availed on the export product or on any of the inputs or input
services used in the manufacture of the export product;
(b) if the goods are exported under bond or letter of undertaking or on payment of integrated goods and services tax, a
certificate from the officer of goods and services tax having jurisdiction over the exporter, to the effect that no input tax
credit of the central goods and services tax or input tax credit of the integrated goods and services tax has been availed
on the export product or on any inputs or input services used in the manufacture of the export product or no refund of
integrated goods and services tax paid on export product shall be claimed, is produced;
(c) a certificate from the officer of goods and services tax having jurisdiction over the exporter, to the effect that
exporter has not carried forward the amount of Cenvat credit on the export product or on the inputs or input services
used in the manufacture of the export product, under the Central Goods and Services Tax Act, 2017 (12 of 2017), is
produced.";
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(iv) in paragraph (17), after the word "bleached", the words "or melange" shall be inserted;
(b) in paragraph 4, the following proviso shall be inserted, namely:"Provided that nothing contained in this notification shall have effect after the 30th day of September, 2017." (c) in
the Schedule,(i) in Chapter - 3, against tariff item 030402,(A) for the entry in column (6), the entry "3.4%" shall be substituted;
(B) for the entry in column (7), the entry "10.5" shall be substituted;
(ii) in Chapter - 3, against tariff item 030601,(A) for the entry in column (6), the entry "2.7%" shall be substituted;
(B) for the entry in column (7), the entry "21.6" shall be substituted;
(iii) in Chapter - 3, against tariff item 030602,(A) for the entry in column (6), the entry "2.1%" shall be substituted;
(B) for the entry in column (7), the entry "57.2" shall be substituted;
(iv) in Chapter - 3, against tariff item 030603,(A) for the entry in column (6), the entry "2.4%" shall be substituted;
(B) for the entry in column (7), the entry "24" shall be substituted;
(v) in Chapter - 3, against tariff item 030604,(A) for the entry in column (6), the entry "2.7%" shall be substituted;
(B) for the entry in column (7), the entry "46.6" shall be substituted;
(vi) in Chapter - 3, against tariff item 030605,(A) for the entry in column (6), the entry "2.1%" shall be substituted;
(B) for the entry in column (7), the entry "10.9" shall be substituted;
(vii) in Chapter - 15, against tariff item 150401,(A) for the entry in column (6), the entry "2.1%" shall be substituted;
(B) for the entry in column (7), the entry "2.1" shall be substituted;
(viii) in Chapter - 16, against tariff item 160401,(A) for the entry in column (6), the entry "3.4%" shall be substituted;
(B) for the entry in column (7), the entry "10.5" shall be substituted;
(ix) in Chapter - 23, against tariff item 230101,(A) for the entry in column (6), the entry "2.1%" shall be substituted;
(B) for the entry in column (7), the entry "2.1" shall be substituted;
x) in Chapter - 41, after tariff item 411202 and the entries relating thereto, the following tariff item and entries shall be
inserted, namely:( "411299

Others

1.2%

1.2%";

(xi) in Chapter - 52, against tariff item 520901, for the entry in column (7), the entry "7" shall be substituted;
(xii) in Chapter - 54, against tariff item 540701,(A) for the entry in column (5), the entry "66" shall be substituted;
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(B) for the entry in column (7), the entry "13.2" shall be substituted;
(xiii) in Chapter - 54, against tariff item 540702,(A) for the entry in column (5), the entry "72" shall be substituted;
(B) for the entry in column (7), the entry "15.8" shall be substituted;
(xiv) in Chapter - 54, against tariff item 540703,(A) for the entry in column (5), the entry "57" shall be substituted;
(B) for the entry in column (7), the entry "11.1" shall be substituted;
(xv) in Chapter - 54, against tariff item 540704,(A) for the entry in column (5), the entry "60" shall be substituted;
(B) for the entry in column (7), the entry "12.9" shall be substituted;
(xvi) in Chapter - 55, against tariff item 550905,(A) for the entry in column (5), the entry "72" shall be substituted;
(B) for the entry in column (7), the entry "12.9" shall be substituted;
(xvii) in Chapter - 55, against tariff item 550906,(A) for the entry in column (5), the entry "79" shall be substituted;
(B) for the entry in column (7), the entry "17" shall be substituted;
(xviii) in Chapter - 56, against tariff item 560802,(A) for the entry in column (4), the entry "11%" shall be substituted;
(B) for the entry in column (5), the entry "64" shall be substituted;
(C) for the entry in column (6), the entry "2.8%" shall be substituted;
(D) for the entry in column (7), the entry "16" shall be substituted;
(xix) in Chapter - 61,(A) against tariff item 610304, in column (2), the word "leggings" shall be omitted;
(B) against tariff item 610404, in column (2), the word "leggings" shall be omitted;
(C) for tariff items 611501, 611502, 611503, 611504, 611505, 611506, 611507 and 611599 and the entries relating thereto,
the following tariff items and entries shall be substituted, namely:"611501

Leggings

61150101

Of Cotton

Piece

7.7%

47

2%

12.2

61150102

Of Blend containing Cotton and Man Made Fibre

Piece

9.5%

55

2.5%

14.5

61150103

Of Man Made Fibres

Piece

9.9%

57

2.5%

14.4

61150104

Of Silk (other than containing Noil silk)

Piece

7.6%

80

4.8%

50.5

(xx) in Chapter - 75, against tariff items 7501, 7502, 7504, 7505, 7506, 7507 and 7508, for the entries in column (6),
the entry "0.15%" shall respectively be substituted;
(xxi) in Chapter - 94, after tariff item 940402 and the entries relating thereto, the following tariff item and entries shall
be inserted, namely:"940403

Other Pillow/ Cushions/ Quilts/ Pouffles filled
with poly-fil
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Kg

8.6%

100

2.2%

25";

(A) for the entry in column (4), the entry "11%" shall be substituted;
(B) for the entry in column (5), the entry "64" shall be substituted;
(C) for the entry in column (6), the entry "2.8%" shall be substituted;
(D) for the entry in column (7), the entry "16" shall be substituted;
(d) in the Table, in Chapter - 61,(A) against tariff item 610304, in column (2), the word "leggings" shall be omitted;
(B) against tariff item 610404, in column (2), the word "leggings" shall be omitted;
(C) for tariff items 611501, 611502, 611503, 611504, 611505, 611506, 611507 and 611599 and the entries relating thereto,
the following tariff items and entries shall be substituted, namely:"611501

Leggings

61150101

Of Cotton

Piece

3.3%

28.2

0.9%

7.7

61150102

Of Blend containing Cotton and Man Made Fibre

Piece

4.2%

34.0

1.2%

9.7

61150103

Of Man Made Fibres

Piece

4.3%

34.7

1.2%

9.7

61150104

Of Silk (other than containing Noil silk)

Piece

1.3%

19.2

0.4%

5.9

61150105

Of Wool

Piece

3.9%

50.2

1.1%

14.2

61150106

Of Blend containing Wool and Man Made Fibre

Piece

3.9%

50.2

1.1%

14.2

61150107

Of Cotton containing 1% or more by
weight of spandex/lycra/elastane Piece

3.3%

28.9

0.9%

7.9

61150199

Of Others

Piece

3.3%

26.7

0.9%

7.3

611502

Others

61150201

Of Cotton

Kg

3.5%

90.3

0.9%

23.2

61150202

Of Blend containing Cotton and Man Made Fibre

Kg

4.2%

99.0

1.2%

28.3

61150203

Of Man Made Fibres

Kg

4.2%

108.0

1.2%

30.9

61150204

Of Silk (other than containing Noil silk)

Kg

1.3%

122.1

0.4%

37.6

61150205

Of Wool

Kg

3.5%

101.4

0.9%

26.1

61150206

Of Blend containing Wool and Man Made Fibre

Kg

3.6%

104.3

1.0%

29.0

61150207

Of Cotton containing 1% or more by
weight of spandex/lycra/ elastane

Kg

3.5%

98.0

0.9%

25.2

Of Others

Kg

3.5%

83.8

0.9%

21.6".

61150299

This notification shall come into force on the 1st day of July, 2017.

[F. No. 609/43/2017-DBK]

(Anand Kumar Jha)
Under Secretary to the Government of India

Note: The principal notification No. 131/2016-Customs (N.T.), dated the 31st October, 2016 was published in the
Gazette of India, Extraordinary, Part II, Section 3, Sub-section (i), dated the 31st October, 2016 vide number G.S.R. 1018
(E), dated the 31st October, 2016 and was last amended vide notification No. 41/2017-Customs (N.T.), dated the 26th
April, 2017 vide number G.S.R. 408(E), dated the 26th April, 2017.
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Circular No. 32/2017 - Customs

F. No. 609/64/2017-DBK Government of India Ministry of Finance, Department of Revenue
Central Board of Excise & Customs
***
New Delhi, dated 27th July, 2017
To,
Principal Chief Commissioners / Principal Directors General,
Chief Commissioners / Directors General,
Principal Commissioners / Commissioners,
all under CBEC
Madam/Sir,
Sub: Clarification regarding exports under claim for drawback in the GST scenario.
As you are aware, the higher All Industry Rates (AIRs) under Duty Drawback scheme viz. rates and caps available under
columns (4) and (5) of the Schedule of All Industry Rates of Duty Drawback have been continued for a transition
period of three months i.e. 1.7.2017 to 30.9.2017 (Circular No. 22/2017-Customs dated 30.6.2017).
2. Various issues have been highlighted by field formations and exporters regarding the requirement of a certificate to
be obtained from the jurisdictional GST officer prescribed vide Note and Condition 12A of Notification 131/2016-Cus
(N.T.) dated 31.10.2016 as amended by Notification 59/2017-Cus (N.T.) dated 29.6.2017. The certificate aimed to
ensure that there was no double neutralisation of taxes by way of credit/refund and drawback. However, in view of
factors such as absence of clarity about jurisdictional GST officer, time lag between exports and the requisite returns to
be filed under GST laws, etc., the said certificate from GST officer may not be available immediately at the time of
export.
3. Keeping in mind the above difficulties, the Government has amended Note and Condition 12A of Notification 131/
2016-Cus (N.T.) dated 31.10.2016 by Notification 73/2017-Cus (N.T.) dated 26.7.2017 and dispensed with the
requirement of the certificate from GST officer to claim higher rate of drawback. To facilitate exports, the higher rate
of drawback can be claimed on the basis of self-declaration to be provided by exporter in terms of revised Note and
Condition 12A of aforesaid Notification.
4. Since Notes and Conditions of Notification No. 131/2016-Cus (NT) dated 31.10.2016 (as amended) are integral part
of the rates of drawback given under the Schedule to said Notification, accordingly in terms of the Section 75(3) of the
Customs Act, 1962 and Rule 5(2) of the Customs, Central Excise Duties and Service Tax Drawback Rules, 1995, it may
be noted that the changes made in Note and Condition 12A shall be applicable w.e.f. 1.7.2017 itself. Thus, exports
which have been made from 1.7.2017 onwards shall be governed by the revised Note and Condition 12A. For all
exports made w.e.f 1.7.2017 for which higher rate of drawback is claimed, exporter has to submit the self-declaration
in the format attached. This format is also being suitably included in the EDI shipping bill. In respect of exports that
have already been made, exporters may submit a single declaration regarding the export products covered in past
shipping bills for which let export order has been given from 1.7.2017 onwards. This shall be irrespective of any
certificate or declaration, if any, given earlier.
5. Another aspect that may be noted is that there could be cases where export goods had been cleared from factory,
warehouse, etc. prior to 1.7.2017 but let export order has not been issued before 1.7.2017. Such goods are not supplies
under GST and accordingly, said Note and Condition 12A is not applicable. For such goods, the declaration from
exporter or certificate from the then Central Excise officer as applicable in terms of Note and Condition 12 of said
Notification No. 131/2016-Customs (NT) shall continue.

114 | Representation Paper on Impact of GST Regime on Handicraft Sector

6. As part of audit checks, the need for regular sample checking of the veracity of declarations accepted for disbursing
AIR drawback claims has been highlighted in Board's instruction F. No. 603/01/2011-DBK dated 11.10.2013. The said
instruction is reiterated for the purpose of audit checks for above cited self-declarations. Directorate General of Audit
(Central Taxes) is also being asked to have the declarations given by exporters about non-availment of ITC/refund etc.
in respect of exports under drawback verified at the time of audit of these units/exporters. These checks will thus
ensure that there is no double neutralisation of taxes by simultaneous availment of credit/refund and drawback.
7. In order to further facilitate exporters, it may be ensured that all pending drawback claims are disposed of on priority
and zero pendency be maintained. Supplementary claims whenever filed should also be processed on priority.
8. Wide publicity on these aspects may be given by way of issuance of trade notice and field officers also should be
sensitised.
Encl. as above.
Yours faithfully,
(Dipin Singla) OSD (Drawback)
Tel: 23341480
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Self-declaration for claiming higher rate of AIR of duty drawback under column (4) and (5) of the AIR Schedule under
Notification No. 131/2016-Customs (N.T.) dated 31.10.2016 (as amended)

I/We, M/s. …………………………….., IEC No. ……………….. and address ……………………. hereby declare that in
respect of export products covered under Shipping Bill Nos. ………………….. dated …………… on which higher rate
of drawback under column (4) and (5) of the Schedule of All Industry Rates of duty drawback of Notification No. 131/
2016-Customs (N.T.) dated 31.10.2016 (as amended) is claimeda) (i) no input tax credit of the Central Goods and Services Tax or of the Integrated Goods and Services Tax has been and
shall be availed on the export product,
OR
(ii) no input tax credit of the Central Goods and Services Tax or of the Integrated Goods and Services Tax has been and
shall be availed on any of the inputs or input services used in the manufacture of the export product,
OR
(iii) no refund of Integrated Goods and Services Tax paid on export product shall be claimed;
[Please strike out (i), (ii) or (iii), whichever is not applicable.]
b) CENVAT credit on the export product or on inputs or input services used in the manufacture of the export product
has not been carried forward and shall not carry forward in terms of the Central Goods and Services Tax Act, 2017.

Signature, date and seal of exporter

DISCLAIMER:
The contents of this FAQ's are solely for informational purpose. It does not constitute professional advice or
a formal recommendation. While due care has been taken in preparing this FAQ's, the existence of mistakes
and omissions herein is not ruled out. If any error / omission has found please inform to Export Promotion
Council for Handicrafts (EPCH) to make it more useful to the users. The EPCH does not accept any liabilities
for any loss or damage of any kind arising out of any inaccurate or incomplete information in this document
nor for any actions taken in reliance thereon.
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Circular No. 5/5/2017 - GST
F. No. 349/82/2017-GST
Government of India
Ministry of Finance
Department of Revenue
Central Board of Excise and Customs
GST Policy Wing
New Delhi, Dated the 11th August, 2017
To,
The Principal Chief Commissioners/Chief Commissioners/Principal Commissioners/ Commissioners of Central
Tax (All)
The Principal Director Generals/ Director Generals (All)
Madam/Sir,
Subject: Clarification on issues related to furnishing of Bond/Letter of Undertaking for Exports-Reg.
Please refer to Notification No. 16/2017 - GST dated 7th July, 2017 and Circular No. 2/2/2017 - GST dated 5th July, 2017
and Circular No. 4/4/2017 - GST dated 7th July, 2017. A large number of communications have been received from the
field formations and exporters citing variation in the interpretation of above referred notification and circulars.
2. Therefore, in exercise of powers conferred under section 168 (1) of the Central Goods and Services Tax Act, 2017, for
the purpose of uniformity in the implementation of the Act, following issues are being clarified hereunder:
a. Eligibility to export under LUT: Notification No. 16/2017 - Central Tax dated 7th July, 2017 specifies conditions to be
fulfilled for export under Letter of Undertaking (LUT) in place of bond. In the extant Central Excise provisions, LUTs
were limited to manufacturer exporters only. The intent of the said notification is to liberalize the facility of LUT and
extend it to all kind of suppliers. It is hereby clarified that any registered person who has received a minimum foreign
inward remittance of 10% of export turnover in the preceding financial year is eligible for availing the facility of LUT
provided that the amount received as foreign inward remittance is not less than Rs. one crore. This means that only
such exporters are eligible to LUT facilities who have received a remittance of Rs. one crore or 10% of export turnover,
whichever is a higher amount, in the previous financial year. A few illustrations are as follows:
i. An exporter had a turnover of Rs. 15 crore in the previous financial year. He would be eligible for LUT facility if
remittance received against this export is Rs. 1.5 crore or more (10% of export turnover is more than Rs. 1 crore)
ii. An exporter had a turnover of Rs. 5 crore in the previous financial year. He would be eligible for LUT facility if
remittance received against this export is Rs. 1.0 crore or more (10% of export turnover is less than Rs. 1 crore)
iii. An exporter has an export turnover of Rs. 2 crore. He has received Rs. 80 lacs as foreign inward remittances in FY
2016-17 which is 40% of the export turnover. He will not be eligible for LUT facility as remittance received is less than
Rs. 1 crore.
iv. An exporter has export turnover of Rs. 40crore. He has received Rs. 2 Crores as foreign inward remittances in FY
2016-17 which is 5% of the export turnover. He will not be eligible for LUT facility as remittance received is less than
10% of export turnover, even though it is in excess of Rs. 1 crore.
v. An exporter has received Rs. 1 Crore 10 lacs as foreign inward remittances in FY 2016-17 which is 20% of the export
turnover. In this scenario, he will be eligible for LUT facility.
It may however be noted that a status holder as specified in paragraphs 3.20 and 3.21 of the Foreign Trade Policy 20152020 is eligible for LUT facility regardless of whether he satisfies the above conditions.
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b. Form for LUT: Bonds are furnished on non-judicial stamp paper, while LUTs are generally submitted on the
letterhead containing signature and seal of the person or the person authorized in this behalf as provided in said
Notification.
c. Time for acceptance of LUT/Bond: As LUT/bond is a priori requirement for export, including supplies to a SEZ
developer or a SEZ unit, the LUT/bond should be processed on top most priority and should be accepted within a
period of three working days from the date of submission of LUT/bond along with complete documents by the
exporter.
d. Purchases from manufacturer and form CT-1: It is learnt that there is lack of clarity about treatment of CT-1 form
which was earlier used for purchase of goods by a merchant exporter from a manufacturer without payment of central
excise duty. The scheme holds no relevance under GST since transaction between a manufacturer and a merchant
exporter is in the nature of supply and the same has not been exempted under GST even on submission of LUT/bond.
Therefore, such supplies would be subject to GST. The zero rating of exports, including supplies to SEZ, is allowed only
with respect to supply by the actual exporter under LUT/bond or payment of IGST.
e. Transactions with EOUs: Zero rating is not applicable to supplies to EOUs and there is no special dispensation for
them. Therefore, supplies to EOUs are taxable under GST just like any other taxable supplies. The EOUs, to the extent
of exports, are eligible for zero rating like any other exporter.
f. Forward inward remittance in Indian Rupee: Various representations have been received with respect to receipts of
proceeds of supplies in Indian Rupee especially with respect to exports to Nepal, Bhutan and SEZ developer/SEZ unit.
Attention is invited to Para A (v) Part-I of RBI Master Circular no. 14/2015-16 dated July 1, 2015 (updated as on
November 5, 2015), which states "there is no restriction on invoicing of export contracts in Indian Rupees in terms of
the Rules, Regulations, Notifications and Directions framed under the Foreign Exchange Management Act 1999.
Further, in terms of Para 2.52 of the Foreign Trade Policy (2015-2020), all export contracts and invoices shall be
denominated either in freely convertible currency or Indian rupees but export proceeds shall be realized in freely
convertible currency. However, export proceeds against specific exports may also be realized in rupees, provided it is
through a freely convertible Vostro account of a non-resident bank situated in any country other than a member
country of Asian Clearing Union (ACU) or Nepal or Bhutan".
Accordingly, it is clarified that acceptance of LUT instead of a bond for supplies of goods to Nepal or Bhutan or SEZ
developer or SEZ unit will be permissible irrespective of whether the payments are made in Indian currency or
convertible foreign exchange as long as they are in accordance with applicable RBI guidelines. It may also be noted that
supply of services to SEZ developer or SEZ unit will also be permissible on the same lines. The supply of services,
however, to Nepal or Bhutan will be deemed to be export of services only if the payment for such services is received
by the supplier in convertible foreign exchange.
g. Bank guarantee: Circular No. 4/4/2017 dated 7th July, 2017 provides that bank guarantee should normally not
exceed 15% of the bond amount. However, the Commissioner may waive off the requirement to furnish bank
guarantee taking into account the facts and circumstances of each case. It is expected that this provision would be
implemented liberally. Some of the instances of liberal interpretation are as follows:
i. an exporter registered with recognized Export Promotion Council can be allowed to submit bond without bank
guarantee on submission of a self-attested copy of the proof of registration with a recognized Export Promotion
Council
ii. In the GST regime, registration is State-wise which means that the expression 'registered person' used in the said
notification may mean different registered persons (distinct persons in terms of sub-section (1) of section 25 of the
Act) if a person having one Permanent Account Number is registered in more than one State. It may so happen that a
registered person may not satisfy the condition regarding foreign inward remittances in respect of one particular
registration, because of splitting and accountal of receipts and turnover across different registered person with the
same PAN. But the total amount of inward foreign remittances received by all the registered persons, having one
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Permanent Account Number, maybe Rs. 1 crore or more and it also maybe 10% or more of total export turnover. In
such cases, the registered person can be allowed to submit bond without bank guarantee.
h. Jurisdictional officer: It has been clarified in Circular Nos. 2/2/2017 - GST dated 4th July, 2017 and 4/4/2017 - GST
dated 7th July, 2017 that Bond/LUT shall be accepted by the jurisdictional Deputy/Assistant Commissioner having
jurisdiction over the principal place of business of the exporter. The exporter is at liberty to furnish the bond/LUT
before Central Tax Authority or State Tax Authority till the administrative mechanism for assigning of taxpayers to
respective authority is implemented. It is reiterated that the Central Tax officers shall facilitate all exporters whether or
not the exporter was registered with the Central Government in the earlier regime.
i. Documents for LUT: Documents submitted as proof of fulfilling the conditions of LUT shall be accepted unless there
is any evidence to the contrary. Self-declaration shall be accepted unless there is specific information otherwise. For
example, a self-declaration by the exporter to the effect that he has not been prosecuted should suffice for the purposes
of notification No. 16/2017 - Central tax dated 7th July, 2017. Verification, if any, may be done on post facto basis.
Similarly, Status holder exporters have been given the facility of LUT under the said notification and a self-attested
copy of the proof of Status should be sufficient.
j. Applicability of circulars on Bond/LUTs: It is learnt that some field officers have inferred that the instructions given
by the said circulars are effective in respect of exports made only from the date of its issue despite the fact that it has
been categorically clarified specifically in the said circular (dated 7th July, 2017) that the instructions shall be applicable
for exports on or after 1st July, 2017. It is reiterated that the instructions issued vide said circular and this circular are
applicable to any export made on or after the 1st July 2017.
3. It is requested that suitable trade notices may be issued to publicize the contents of this circular.
4. Difficulty, if any, in implementation of the above instructions may please be brought to the notice of the Board.
Hindi version would follow.

(Upender Gupta)
Commissioner (GST)
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