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              DIMENSIONS - March 2017 

SERVICE TAX  

 
Notifications and Circulars 

 
Restriction of exemption only to the educational 
institute providing service by way of pre-school 
education 
 
The Central Government has issued a notification 
amending the Mega Exemption Notification no. 
25/2012 – ST dated 20 June 2012, restricting the 
exemption to such educational institution under Sl. 
No. 9 clause (b) by way of adding a proviso that 
nothing contained in the said clause shall apply to 
the educational institution other than pre-school 
education and education up-to higher secondary 
school or equivalent. This shall be in effect from 1 
April 2017. 
 
Notification No. 10/2017-Service Tax dated 08 
March 2017 
 
Extending the power of Chief Commissioner 

 
Notification issued amending Notification 20/2014 
Service Tax dated 16 September 2014, by which all 
Principal Commissioners who have been given 
additional charge of the Chief Commissioner vide 
office order of the Central Board of Excise and 
Customs No. 151/2016 dated 30 December 2016, 
would have the powers of the Chief Commissioner. 
 
Notification No. 11/2017-Service Tax dated 23 
March 2017 
 
Amendment in definition of Authority under 
Authority of Advance Ruling 
  
A Notification has been issued to amend the 
definition of the term “Authority” given under clause 
(b) of rule 2 of Service Tax (Advance Ruling) Rules, 
2003, wherein definition of “Authority” is linked to 
section 28E(e) of Customs Act, 1962, in place of 
Section 28F of the Customs Act, 1962.  
 
The section 28E clause (e) reads as follows: 
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‘Authority" means the Authority for Advance Rulings 
(Central Excise, Customs & Service Tax) constituted 
under section 28F’. 
 
Notification No. 12/2017-Service Tax dated 31 
March 2017 

 

VALUE ADDED TAX  

 
Case Law 

 
ITC on purchases of cement is eligible when used 
for laying the foundation of plant and machinery 
 
M.s J K Cement Works (the assessee), had filed 
revised petition under the Karnataka Value Added 
Tax Act, 2003 (KVAT) on being aggrieved by the 
order of the Tribunal. The question before the 
Hon’ble High Court was whether the assessee who is 
a manufacturer of cement is eligible to claim the 
input tax credit (ITC) on cement which was 
purchased prior to the commencement of 
commercial production and used for the laying of 
foundation and execution of cement manufacturing 
plant and machinery (P & M).  
 
The department had primarily argued that the 
cement cannot be regarded as ‘plant’ as mentioned 
under the definition of capital goods and also 
cement was a restricted item under the fifth schedule 
of KVAT. 
 
After analysing the various provisions of the KVAT, 
the High Court observed as follows: 
 
 The ITC restriction on the goods provided under 

the fifth schedule will not apply when they are 
used for the manufacture of other goods. Thus, 
although cement is specified in the fifth schedule, 
it was used for laying down of foundation and 
civil works for erection of cement manufacturing 
plant and machinery itself. Such cement along 
with the plant and machinery itself, should be 
deemed to be used for the purpose of 
manufacturing of other goods for sale. 

 The term plant though not defined under the 
KVAT cannot be given narrow meaning and 
restricted only to the value or cost of purchase of 
plant itself. 

 The P & M would be useless unless they are they 
are properly installed and erected with proper 
foundations and in that process, the use of 
cement would constitute an integral part of the 
overall cost of the plant and machinery itself. 

 The High Court relied on various judgements to 
determine what constitutes plant and machinery.  

 
Accordingly, the ITC on cement used for laying the 
foundation of plane and machinery was allowed as 
credit.  
 
Dhruva Comments: 
 
The eligibility of ITC on the materials used for laying 
of foundation of plant and machinery has been a 
disputed issue. There are contradictory Tribunal 
judgments on the said issue. However, one would 
have to look at the provisions of the respective state 
laws and determine whether ITC on the same would 
be eligible depending on the principles laid down in 
the above judgment.  
 
Notifications & Circulars 

 
Maharashtra 
 
Amendments made under the MVAT Act, 2002  
 
The government vide the Maharashtra Tax Laws 
(Levy, Amendment and Validation) Act, 2017 (MLT) 
has made various changes under the MVAT Act. The 
same will come into effect from 15 April 2017. Some 
of the key changes made are as follows: 
 
 Pre-deposit of taxes in case of filing of appeal 

before the appellate authority in first appeal and 
Tribunal is as follows:  
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Sr. 
No. 

Order Against Pre-Deposit Amount 

1 Non-
production of 
declaration 
forms/ 
certificate 

Same as that 
provided in proviso 
u/s 26(6) i.e. 100% of 
the tax amount 

2 Disallowance of 
claim is on 
account of the 
following 
grounds: 
(a) Non-

production 
of 
declaration 
forms; and 

(b)  Any other 
ground  

(a) 100% of the tax 
disputed for non-
production of 
declaration forms; 
and 
 

(b) 10% of tax 
disputed, 
pertaining to the 
grounds other than 
those mentioned in 
Sr. No 1 above. 

3 Other than 
those covered 
in Sr. no 1 & 2 

10% of tax disputed 

4 Only penalty As directed by the 
authority.  
In the first appeal, the 
maximum deposit can 
be of 10%. 

 
- For Sr. No. 2 & 3 the pre-deposit amount 

should not exceed Rs. 15 crores.  
- For the balance amount the recovery 

proceedings will be stayed.  
- The pre-deposit provisions will be applicable 

in respect of the orders that are passed on or 
after the commencement of the MLT.  

  
Dhruva Comments 
 
Currently, after filing the appeal, a hearing is 
granted to the dealer for determining the pre-
deposit amount and the assessing officer at his 
own discretion determines the amount of pre-
deposit payable by the dealer. Post this 
amendment, the pre-deposit amount is fixed at 
10% of the disputed tax amount. Therefore, this 
would give some respite to dealers as in certain 
cases, the pre-deposit amount as determined by 
the assessing officer was higher than 10%. 

Further, these would also result in decrease in 
number of cases to be disposed by the appellate 
authorities as post this amendment there would 
be no hearing for determining the pre-deposit 
amount and it would also result in speedy 
disposal of appeals.  
 

 No application can be made to the Commissioner 
for cancellation of ex-parte assessment order, if 
the assessment orders are passed after the 
commencement of the MLT. 
 
Dhruva Comments  
 
Prior to this proposed amendment, the dealer had 
an option to file an application for cancelling the 
assessment order issued by the adjudicating 
authority, where the dealer was unable to attend 
the hearing given by the VAT authorities. 
However, post this amendment, the dealer has to 
file an appeal before the appellate authority and 
the appellate authority may set-aside the 
assessment order and refer the case back to the 
adjudicating authority for making fresh 
assessment. The option to file an application for 
cancellation of Ex-party assessment order is no 
longer available to the dealers.  

 
 The time period for filing an appeal before the 

High Court has been increased to 180 days from 
120 days from the date on which the order 
appealed against is received by the assessee or 
the Commissioner. 

 
 A new sub-section (5) to Section 30 of MVAT Act, 

2002 has been introduced wherein powers have 
been given to State Government, by way of 
notification, to remit the interest paid by dealers 
because of delay in payment of tax due to 
technical problems of the automation system or 
for delay in obtaining registration.  

 
 If the tax dues of a private company, whether 

existing or wound up or under liquidation, cannot 
be recovered from the company for any reason 
whatsoever, then the person who was a director 
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during such period, will be jointly and severally 
liable for the tax dues payable by the company 
unless he proves that non-recovery cannot be 
attributed to any gross neglect, misfeasance or 
breach of duty on his part in relation to affairs of 
the company. 

 
Maharashtra Tax Laws (Levy, Amendment and 
Validation) Act, 2017 (MLT) 
 
Revised return dates and waiver of late fees  
 
In view of the difficulties faced by the dealers to 
upload the monthly return for the period April 2016 
to February 2017 and the quarterly returns for the 
period April 2016 to September 2016, the time limit 
for filing the said returns has been extended to 10 
April 2017. 
 
Further, the facility to upload the monthly return for 
March 2017 and the quarterly returns for the period 
October 2016 to March 2017 has been made 
available to the dealers. The due dates for the same 
are as follows:  
 

Period Start Date Last Date 
March 2017 01.04.2017 30.04.2017 
October 2016 to 
December 2016 

01.04.2017 21.04.2017 

January 2017 to 
Mar 2017 

01.04.2017 10.05.2017 

 
The department has also waived the late fees 
payable in respect of the returns for the period 2016-
17, if they are filed within the prescribed due dates.  
 
Circular No. 9T of 2017 dated 01 April 2017 

 
 

 

 

 

Central Excise 

 
Case Laws 

 
Clearances made by 100% EOU to another 100% 
EOU are physical exports for refund under Rule 5 
of CCR 
 
The respondent was a 100% EOU and had made 
certain clearances to another 100% EOU. The 
respondent had filed a refund claim under Rule 5 of 
the CENVAT Credit Rules, 2004 (‘CCR’) in respect of 
the CENVAT credit availed. The adjudicating 
authority had denied the refund on the grounds that 
clearances by an EOU to another could not be 
considered as physical export. However, the Tribunal 
decided in favour of the company. 
  
An appeal was filed before the Karnataka High Court 
with the following question of law for consideration:  
 
“Whether CENVAT credit is available in respect of 
input service used in the manufacturing of exported 
goods when such goods are exported to another 
100% EOU even if there is no physical export.” 
 
The High Court relied upon the decision of the 
Gujarat High Court in the case of M/s. Shilpa Copper 
Wire Industries [(2011 (269) ELT 17 (Guj)] wherein an 
identical question came up for consideration. The 
Gujarat High Court held that the clearances made by 
one 100% EOU to another are deemed exports, and 
should be treated as physical exports for the purpose 
of allowing a refund of unutilized CENVAT credit 
contemplated in Rule 5 of CCR.  
 
Furthermore, an SLP filed before the Apex Court, 
against the aforementioned Gujarat High Court 
ruling, was dismissed.  
 
Dhruva Comments: 
 
The definition of ‘export goods’ was inserted as an 
Explanation to Rule 5 of CCR from March 1, 2015, 
which states that ‘export goods’ means any goods 
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which are to be taken out of India to a place outside 
India. Thus, in light of the insertion of the said 
definition, the ratio of the High Court decision would 
apply for the period prior to the amendment.  
 
Commissioner of Customs and Service Tax 
Bangalore II vs M/s Nash Industries [2017-TIOL-
588-HC-KAR-CX] 

 
Drawings and designs for setting up of a 
manufacturing plant do not qualify as inputs or 
capital goods 
 
The appellant was engaged in the manufacture of 
cement. The appellant had imported drawings and 
designs which were used in the erection, 
commissioning, operation and maintenance of a 
cement plant. The appellant had paid CVD and SAD 
on import and claimed CENVAT credit considering 
the drawings and designs as an ‘input’. 
 
The Revenue disputed the eligibility of this and the 
matter proceeded up to the Tribunal.  The Tribunal 
made the following observations: 
 
 The drawings and designs had been classified 

under Customs Tariff Heading 4906 which dealt 
with ‘printed matter’ for which a consideration of 
EURO 63 lakhs had been paid;  

 Taking into account the consideration paid, the 
drawings and designs cannot be construed as 
‘printed matter’, rather, they would be considered 
as an intangible property in the form of technical 
know-how. Accordingly, the drawings and 
designs could not be considered as ‘goods’ since 
they were intangible property; 

 The property of drawings and designs being 
intangible in nature do not fall within the 
description of either ‘inputs’ or ‘capital goods’; 

 The drawings and designs so imported were used 
in the erection and commissioning of the cement 
plant which in turn became an immovable 
property. Hence, it could not be construed that 
the designs and drawing were used in the 
manufacture of excisable goods.  

In view of the aforementioned observations, the 
decision was given in favour of the Revenue.  

Dhruva Comments: 
 
It is worth evaluating whether the quantum of 
consideration can determine whether the designs 
and drawings could be construed as ‘goods’ or not, 
especially when the Customs authorities had not 
challenged this. Also, if the designs and drawings 
cannot be considered as goods, whether any 
customs formalities are required to be undertaken 
on their import. 
  
With regard, to the eligibility of inputs used for 
creating an immovable property, there is already a 
controversy as to whether the materials, the usage of 
which results in immovable property and such 
property is in turn used for providing output services, 
could be considered as inputs. (Refer to Bharti Airtel 
Ltd. vs CCE, Pune-III [2014 (35) S.T.R. 865 (Bom.)] and 
Tower Vision India Pvt Ltd vs CCE [2016-TIOL-539- 
CESTAT-DEL-LB]). 

M/s. Ultratech Cement Ltd. vs CCE, Jaipur [2017 
(3) TMI 645 - CESTAT New Delhi]  

 
Voluntary affixation of MRP on the goods does 
not make them liable to be valued under Section 
4A of the Excise Act 
 
The assessee is engaged in the manufacture of 
toothpaste for its customer, Gillete Diversified 
Operations Limited (‘Gillete’). Gillete, in turn, supplies 
the toothpaste to Canteen Stores Department 
(‘CSD’) of the Ministry of Defence, Government of 
India.  The assessee prints the ‘maximum retail price’ 
(‘MRP’) on the tubes as well as the cartons. 
 
A Show Cause Notice was issued alleging that the 
goods should be assessed under Section 4A of the 
Central Excise Act 1944 (‘Excise Act’) based on MRP 
of the toothpaste. 
 
The issue before CESTAT was whether the assessable 
value should be determined by taking recourse to 
Section 4A of the Excise Act, even though the 
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Standards of Weights & Measures (Packaged 
Commodity Rules), 1977 (‘Standard Rules’) does not 
require the affixing of MRP on the product. 
 
The CESTAT made the following observations: 
 
 Section 4A of the Excise Act is to be adopted for 

determining the value of the goods when the 
following two conditions are satisfied: 

 The goods are included in a notification issued 
under Section 4A of the Excise Act; and 

 Affixation of MRP on the product is mandated 
by the Standard Rules 

 The Standard Rules do not apply to the following 
types of products: 

 Goods specifically excluded from the 
applicability of the Rules 

 Goods sold to ‘institutional’ and ‘industrial’ 
consumers 

 Under the Standard Rules, the critical aspect of 
affixing MRP is the intent to cater to the retail 
customer. A manufacturer who pre-packages 
goods may have as its intent to cater to the retail 
market by affixing MRP thereon, but later the 
character of the entity to which the goods are 
cleared may be contrary to the intention.  

 Clearance to Gillete, who has successfully bid for 
supply of toothpaste at the bid price to CSD, is 
not a retail sale by the assessee. 
 

Based on the above observations, it was held that the 
Excise Duty shall be liable on the value determined 
under Section 4 of the Excise Act. 
 
Dhruva Comments: 
 
The Standard Rules have been repealed by the Legal 
Metrology (Packaged Commodities) Rules, 2011 
(‘Metrology Rules’). The Metrology Rules, like the 
Standard Rules, are not applicable to packaged 
commodities meant for industrial and institutional 
consumers. Under such circumstances, the 
observations made by the Hon’ble CESTAT in the 

current decision for the Standard Rules could even 
be relied upon under the Metrology Rules. 
 
Charms Cosmectics Pvt. Ltd. vs. CCE, Pune [2017-
TIOL-736-CESTAT-MUM] 

 

CUSTOMS 

 
Case Laws 

 
Duty already deposited should be refunded, if an 
importer has not exercised the option of paying 
a redemption fine to clear seized goods 
 
The appellant imported assorted small gifts and filed 
two Bills of Entry (‘B/E’). The Department noticed that 
the packages also had certain undeclared items. 
Accordingly, the original adjudicating authority held 
the goods to be illegally imported, and seized them 
with an option to redeem by paying a redemption 
fine with/without penalty, as the case may be. It also 
ordered to appropriate duty of Rs.34 lakhs, already 
deposited by the appellant, against such redemption 
fines and penalty. 
 
The appellant did not exercise the option to redeem 
the imported goods and thereby, filed a refund claim 
for the duty already deposited by it. However, the 
said refund claim was rejected by the original 
adjudicating authority as well as the Commissioner 
(Appeals). 
 
Being aggrieved, the appellant filed an appeal on the 
grounds that: 
 
 on account of non-exercise of the redemption 

option, the goods continue to be with the 
Revenue and thus, no duty was required to be 
paid; 

 since, the goods were never cleared, the duty 
already deposited needs to be refunded. 

 
Furthermore, the Department alleged that 
abandonment of the goods can be done only before 
a clearance order is passed under Section 23 of the 
Customs Act, 1962 (‘Customs Act’). After the 
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adjudication, the appellant cannot abandon the 
goods and is required to pay the confirmed duty. 
 
The Tribunal made the following observations: 
 
 Section 23 of the Customs Act has no 

applicability in the facts of the case. In this case, 
the adjudication has been completed and the 
goods stand confiscated. 

 Instead of giving an option to redeem the goods, 
the adjudicating authority could have absolutely 
confiscated the goods. In such case, there would 
have been no requirement to pay duty. Non-
exercise of option for redeeming goods amounts 
to absolute confiscation of the same. 

 In the case of Ankit Pulps and Boards Pvt. Ltd. 
[2007 (209) ELT 135 (Tri-Mum)], the Mumbai 
Tribunal had observed that if an importer does 
not choose to exercise the redemption option, 
the ownership of goods rests with the Central 
Government and the question of demanding 
duty would not arise. 

 The Commissioner (Appeals) has not followed 
the aforesaid decision on the sole ground that 
the duty deposited by the appellant has been 
appropriated. Such distinction is not appropriate 
and the importer should be entitled to refund of 
duty. 

 If looked from another angle, had the importer 
not deposited the duty, the importer could not 
have been compelled to pay the duty, in case he 
had not exercised the option to redeem the 
goods. 

 
In light of the above discussion, the Tribunal held 
that merely because the duty has been paid by the 
importer, the legal position would not change. 
Accordingly, the importer should be eligible for 
refund of duty already paid. 
 
Dhruva Comments: 
 
Pursuant to this decision, now the importers should 
be able to get through the hassles in getting the 
refund of their duty deposits where they haven’t 
opted for redemption of seized goods. 
 
M/s. Gurunanak Enterprises vs. Commissioner of 
Customs [2017 (3) TMI 1428 – CESTAT New Delhi] 

Remission eligible, when goods are lost by fire 
without any foul play on assessee’s part 
 
The appellant, a 100% EOU, procured indigenous 
and imported goods without payment of duty for 
use in manufacture of final products and their 
subsequent exports. An incidence of fire took place 
in the appellant’s factory, where capital goods, raw 
materials, finished goods, etc. got destroyed. 
Accordingly, a show cause notice was issued by the 
Department to recover Excise duty/Customs duty on 
goods procured and the CENVAT credit taken on 
inputs/capital goods alleging that the appellant had 
failed to take adequate steps to safeguard the goods 
stored. 
 
Furthermore, the appellant filed an application for 
remission of duty on goods destroyed under Rule 21 
of the Central Excise Rules, 2002. The Department 
rejected the remission application, on the ground 
that the appellant had carelessly stored the final 
product in open space and not followed the 
procedure for highly inflammable products. 
 
Accordingly, the appellant filed this appeal on the 
grounds that the fire station had certified it to be a 
fire accident, in spite of having adequate firefighting 
equipment and provisions of sufficient water at the 
appellant’s company. 
 
The Tribunal observed that: 
 
 the District Fire Officer had certified that the 

firefighting equipment and sufficient water was 
available with the appellant and sufficient efforts 
were made to put off the fire by the appellant; 

 accordingly, the fire department has certified 
that there is no foul play and the fire accident 
was due to reasons beyond the control of the 
appellant. 

 
Placing reliance on the Madras High Court and 
Karnataka High Court in the case of Joy Foam Pvt Ltd 
and Next Fashion Creators Pvt Ltd, respectively, the 
Tribunal held that the remission should be granted 
and consequently the demand against the appellant 
is liable to be dropped. 
 
Dhruva Comments: 



 
 

8 | P a g e  
   © Dhruva Advisors LLP. All rights reserved.  

 
The decision further affirms the position that if an 
accident can be proven to have taken place in spite 
of having taken the adequate preventive measures, 
the assessee would be entitled to remission of duty 
paid on the goods destroyed. 
 
M/s Technotextil vs. C.C.E., Indore [2017 (3) TMI 
1121 – CESTAT New Delhi] 
 
Notifications, Circulars and Public Notices 
 
Amendments to General Exemption Notification 
No.12/2012-Customs 
 
 The following are the additions and changes: 
 

Sr. No Chapter 
Heading 

Description Concessi-
onal rate 

Effective 
from 

39A 1206 00 
90 

All goods 
for the 
purpose of 
extraction 
and refining 
of oil 

10% 1 April 
2017 

21C 0713 40 
00, 0713 
60 00 

Tur 10% 28 March 
2017 

21 0713 
except 
0713 20 
00, 0713 
40 00 
and 
0713 60 
00 

Pulses 
except 
chickpeas 
(garbanzos), 
lentils or tur 

Nil 28 March 
2017 

21B 0713 40 
00 

Lentils 
except tur 

Nil 28 March 
2017 

34 1001 
1900 or 
1001 99 
10 

Wheat 10% 28 March 
2017 

 
Notification No.9/2017-Cus. dated 23 March 
2017, effective from 1 April 2017 and 
No.10/2017-Cus. dated 28 March 2017 
 
Bill of Entry to be filed within one day of import, 
else late filing charges of Rs.5,000/Rs.10,000 per 
day could be payable 
 
Regulation 4 has been amended or introduced in the 
Bill of Entry (Electronic Integrated Declaration) 
Regulations, 2011, and Bill of Entry (Forms) 

Regulations, 1976, respectively to provide the 
following: 
 
 Time limit to file B/E: The B/E for home 

consumption/warehousing shall be filed before 
the end of the next day following the day 
(excluding holidays) on which the aircraft or 
vessel or vehicle carrying goods arrives at a 
customs station. 
 

 Late filing charges: The charges payable due to 
delay in filing of B/E are as follows: 

Delay Late filing charges 
per day 

For initial 3 days of 
default 

Rs.5,000/- 

After 3 days of 
default 

Rs.10,000/- 

[Note: The proper officer may waive off late filing 
charges, if satisfied with the reasons for delay] 
 

 Inapplicability: No late filing charges shall be 
payable, where entry inwards/arrival of cargo 
has taken place before the date when the 
Finance Bill, 2017 received President’s assent i.e., 
31 March 2017. 

 
Notification No.26 and 27/2017-Cus. (NT) dated 
31 March 2017 
 
Timelines for deferred payment of import duty 
revised 
 
The timelines for deferred payment of import duty 
prescribed under Rule 5 of the Deferred Payment of 
Import Duty Rules, 2016 have been revised as under: 
 

Period when Bill of 
Entry Returned 

Due date of payment 

1st to 15th day of any 
month 

16th day of that 
Month 

16th to last day of any 
month other than 
March 

1st day of the 
following month 

16th to 31st day of 
March 

31st March 

 
Notification No.28/2017-Cus. (NT) dated 31 
March 2017 
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Advance Rulings Authority under Income-tax Act 
to be referred even for Customs purposes 
 
The definition of ‘Authority’ under the Customs 
(Advance Rulings) Rules, 2002 has been amended to 
mean the ‘Authority for Advance Rulings constituted 
under section 245-O of the Income-tax Act, 1961 (43 
of 1961);’. 
 
Notification No.29/2017-Cus. (NT) dated 31 
March 2017, effective from 1 April 2017 
 
Guidelines for launching of prosecution of 
offences 
 
The Board has observed that launching or 
completion of prosecution proceedings is getting 
delayed for several cases. One of the factors for such 
delays is identified to be the lack of clarity in the role 
of the Directorate General of Revenue Intelligence 
(‘DGRI’) vis-à-vis Customs field formations in 
submitting the investigation report and launching of 
prosecution. In this respect, the Board has amended 
the guidelines, issued vide Circular No. 27/2015-Cus. 
dated 23 October 2015, by clearly defining the role 
of the DGRI vis-à-vis Customs field formations so as 
to avoid delays on this account. 
 
Circular No.7/2017-Cus. dated 6 March 2017 
 
Standard Operating Procedure (‘SOP’) for 
handling SEZ cases of refund, demand, etc. 
 
Pursuant to the insertion of sub-rule (5) of Rule 47 of 
the Special Economic Zones Rules, 2006 (‘SEZ Rules’) 
with effect from 5 August 2016, the functional 
operations such as refund, demand, adjudication, 
review and appeal are to be made by the 
jurisdictional Customs and Central Excise authorities. 
 
In this regard, the following queries have been noted 
by the Board with regards to: 
 
 the operationalisation of the said functional 

operations in cases, especially refund claims, 
filed before 5 August 2016; 

 the appropriate authority, the Development 
Commissioner or the jurisdictional Customs 
Authority to raise demand in the case of 

unutilised capital goods/raw materials by an SEZ 
unit, if it exits/opts out of the SEZ. 

 
In view of the above, the Board has issued an SOP 
detailing the procedures in respect of the functional 
operations i.e., refund, demand, adjudication and 
review and appeal. 
 
Additionally, the Board made the following 
clarifications: 
 
 Retrospective vs. Prospective: As the aforesaid 

notification is prospective in nature, all new 
functional operations are to be taken up by the 
concerned jurisdictional Customs and Central 
Excise authorities. Also, with the introduction of 
GST Laws, the jurisdictional GST 
Commissionerates would be responsible for 
such functional operations from the day GST is 
rolled out, apart from jurisdictional Customs 
Commissionerates. 
 

 Old refund cases: For old cases of refund, there 
was a gap in the SEZ Law as it had no provision 
of granting a refund. Rule 47(5) of the SEZ Rules 
has been introduced to address this issue. Thus, 
even the past refund cases should be issued by 
the Customs officers. 
 

 Period for interest payment: For payment of 
interest on delayed payment of refund, the date 
on which such refund claims were received by 
the jurisdictional Customs Central Excise, Service 
Tax or Central GST field formations would be 
relevant instead of the period for which it was 
lying with the SEZ authorities. 
 

 Appropriate authority: As per Rule 74 of the SEZ 
Rules, a unit exiting SEZ schemes shall be subject 
to payment of applicable duties on 
imported/indigenous capital goods, raw 
materials, components, consumables, etc. 
Further, the Development Commissioner may 
impose penalty on a unit for not achieving 
positive net foreign exchange, if any. However, 
in respect of duty benefits already taken on the 
unutilised capital goods/raw materials for 
carrying out authorised operations, demand, 
adjudication and appeal thereof shall be made 
by the jurisdictional Customs, Central Excise and 
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Service Tax authority under Rule 47(5) of the SEZ 
Rules. 

 
Circular No.11/2017-Cus. dated 31 March 2017 
 
Errors in bank account details, IFSC codes, etc. to 
be rectified immediately by exporters for 
processing duty drawback/rebate of State Levies 
('RoSL') 
 
The Board has observed that: 
 
 at times errors exist in bank account numbers, 

IFSC codes, etc. given by exporters, which leads 
to rejection of claims for payment of duty 
drawback by local bank authorities; 

 even a single such error leads to rejection of the 
entire scroll in the Public Financial Management 
System (‘PFMS’) during the processing of claims 
for RoSL. 

 
Accordingly, the Board has advised exporters to 
provide the correct bank account details, IFSC codes, 
etc. for smooth disbursal of duty drawback and RoSL 
amount. 
 
Instruction No.3/2017-Cus. dated 16 March 2017 
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