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therd/Fax nos. 91-0364-2224747/2502047, SHel/Email: ceshillo@excise nic.in

Trade Notice No. 1072017
Dated, Shillong the 28™ July, 2017

Subject: Clarification regarding applicability of Section 16 of the IGST Act, 2017, relating to

zero rated supply for the purpose of Compensation Cess on exports- Reg.

Atiention of all Central Excise assessees/manufacturers, Service Tax assessees, xporter, Trade
and Industry and all concered are invited to TRU's Circutar No. 1/1/2017-Compensation Cess isstied under
F No. 354/136/2017-TRU dated  26% July, 2017, whereby, the Tax Research Unit, Central Board of Excise &
Customs has clarified regarding applicability of Section 16 of the 1CST Act, 2017 relating to the issue of zero
rating of exports with reference to Compensation Cess has been examined.

2. In this regard Section 8 of the Goods and Services Tax (Compensafion io States) Act, 2017
hereinafter referred to as [GSTC Act, 2017] provides for levy and collection of Compensation Cess and reads
as under:

"8.(1) There shall be levied a cess on such infra-State supplies of goods or services or hoth, as
provided for in Section 9 of the Centrai Goods and Services Tax Act, and such inter State supplies of goods or
services or both as provided for in Section § of the Integrated Goods and Services Tax Act, and collected in
such manner as may be prescribed, on the recommendations of the Council, for the purpose of providing
compensation to the States for loss of revenue arising on account of implementation of the goods and services
tax with effect from the date from which the provisions of the Central Goods and Services Tax Act is brought
into force, for a period of five years or for such period as may be prescribed on the recommendations of the
Coungil:
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(2) The cess shall be levied on such supplies of goods and services as are specified in column ('é;‘
of the Schedule, on the basis of value, quaniity or on such basis at such rate not exceeding the rate set forth in
the corresponding entry in column(d) of the Schedule ,as the Central Govemment may, on the

recommendations of the Council, by notification in the Official Gazette, spacify.”

3. Accordingly, based on the recommendation of GST Council, the effective rates of Compensation
Cess leviable on various supplies, stand notified vide Notification No. 1/2017-Compensation Cess {Rate).

4, Further, as per Sub-Section (5) of Section 7 of [GST Act, 2017, supply of goods or services or both,
when the supplier is located in india and place of supply is outside India, will be treated as inter-state supply.
Therefore, exports being interstate supplies, they wil be liable to Compensation Cess. This however, will not

be in ling with the principle that no taxes be exported, and exports have to be zero rated.

5. Provisions relating to zero rating of expotts are
"16 (1) "zero rated supply” means any of the foliowing supplies of goods or services or both, viz :-
(a) Export of goods or services or both: or
(b) Supply of goods or services or both to a Special Economic Zone developer or a Special

Economic Zone unit,

(2) Subject to the provisions of Sub-Section (5) of Section 17 of the Central Goods and Services
Tax Act, credit of input tax may be availed for making zero-rated supplies, notwith standing that such
supply may be an exempt supply.
(3) A registered person making zero rated suppiy shall be eligible to claim refund under either of the
following options, namely :-
{a) he may supply goods or services or both under Bond Or Letter of Undertaking , subject to such
conditions safeguards and procedure as may be prescribed, without payment of integrated tax and
claim refund of unutilised input tax credit; or
(b) he may supply goods or services or hoth, subject to such conditions, safeguards and procedures
as may be prescribed, on payment of integrated tax and claim refund of such tax paid on goods or
services or hoth supplied. '
In accordance with the provisions of Section 54 of the Central Goods and Services Tax Act or the

rules made thereunder”.
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Moreover, the Section 11 of ithe Goods and Services Tax (Compensation to Siates) Act, 2017,
provides that
11.{1) The provisions of the Central Goods and Services Tax Act, and the rules made there under,
including those relating to assessment, input tax credit, non-levy, shoitlevy, interesi, appeals,
offences and penaliies, shall, as far as may be, mutatis muiandis, apply, in relation to the levy and
coliection of the cess feviable under Section 8 on the Inira-State supply of goods and services, as
they apply in ralation o the levy and collection of Central Tax on such intra-State supplies under the
said Act or the rules made there under.
() The provisions of the Integrated Goods and Services Tax Act, and ihe rules made there
under, including those relating to assessment, input tax credit, non-levy, short-levy, inferest, appeals,
offences and penalties, shall, mutatis mutandis, apply in relation to the levy and collection of the
cess leviable under Section 8 on the infer-State supply of gocds and services, as they apply in
relafion to the levy and collestion of Integrated Tax on such inter-State supplies under the said Acter
the rules made there under:
Provided that the input tax credit in respect of cess on supply of goods and services leviable under
Section 8, shall be utilised cnly towards payment of said cess on supply of goods and services
leviahle under the said section.
Therefore, Sub-Section (2) of Section 11 of the Goods and Services Tax (Compensation fo States)
Act, 2017 provides that provisions of Integrated Goods and Services Tax Act, and ’tﬁe rilss made
there under, shall mutatis mutandis, apply in refaticn to the levy and collection of the cess leviable
under Section 8 on the inter-State supply of goods and services, as ihey apply in refation io the levy
and collection of integrated tax on such inter-Siate supplies under the said Act or the rules made
there under.
In view of the above, it is hereby clarified that provisions of Seclion 16 of the 1GST Act, 201?,
relating to zero rated supply will apply mutatis mutandis for the purpose of Compensation Cess
(wherever applicable), that is to say that
(a) Exporter will be eligible for refund of Compensation Cess paid on goods exporied by himfon
similar fines as refund of IGST under Section 16(3) (b) of the IGST, 2017]; or
(b) No Compensation Cess will be charged on goods exported by an exporter uhder bond and he
will be eligible for refund of input tax credit of Compensation Cess relating o goods exported Jon

similar lines as refund of input taxes under Section 16(3) (a) of the IGST, 2017].
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C.No.IV(16)05/CCOIT ECH-I!GST/SH/Z%LQQ Dateg; e
Copy forwarded for information & necessary action to:- Al Jﬁv'v?@m
i. The Director General, Directorate General of Service Tax, Mumbai, 9% Floor, Piramal
Chambers, Jijibhoi Lane, Lalbaug, Parel, Mumbai - 400 012.
2. The Director General, Directorate General of Audit, Room No. 172, 107, C.R. Building,
|.P. Estate, New Delhi — 110 002.
3. The Director (Cus.IV), CBEC, North Block New Delhi - 110 001.
4. The Commissioner (GST), Central Board of Excise & Customs, GST Policy Wing,
New Delhi- 110066.
5 The Commissioner, Goods and Services Tax & CX, Agartala/Aizawl/Dibrugarh/
Dimapur/Guwahati /itanagar/imphal/Shillong.
6. The Commissioner, Customs (P) N.E.R., Shillong.
7. The Commissioner (Appeals), Goods & Services Tax, Guwahati.
8. The Commissioner (Audit), Goods & Services Tax , Guwahati
9. The Director General, Directorate General of Inspection, Customs & Central Excise, D Block,
|.P. Bhawan, |.P. Estate, New Delhi — 110 002.
10. The Director General, Directorate General of Revenue Intelligence, D Block, I.P. Bhawan, 7t
Floor, |.P. Estate, New Delhl — 110 002.
11. The Commissioner, Directorate of O&M Services, Customs & Cenfral Excise, 412-A/8, Deep
Sikha Building, Rajendra Place, New Delhi — 110 008.
12. The Commissioner, Directorate of Statistics & Intelligence, Central Excise & Customs, DLF
Centre, G.K — 11, New Delhi - 110 048.
13. The Commissioner, Directorate of Preventive Operations, Customs & Central Excise, 4% Floor,
Lok Nayak Bhawan, ‘A’ Wing, Khan Market, New Delhi — 110 003.
14. The Commissioner, Directorate of Publications, Customs & Central Excise, |.P. Estate, C.R.
Building, New Delhi — 110 002.
15. The Commissioner (System), Directorate of Systems, Customs & Central Excise, C.R. Building,
New Delhi — 110 002.
16. The Additional Director General, National Academy of Customs, Excise & Narcotics, Eastern
Region, P-27 CIT Scheme, VIII(M), Bidhannagar Road, Kelkata — 700 067.
17. The Pr.CCA, Central Board of Excise & Customs, AGCR Building, 1% Floor,
New Delhi —110 002.
18. The Accountant General of Meghalaya/Manipur/Nagaland/Tripura/Assam.
19. All RAC Members under Shillong GST Zone
20. All Trade Associations/Chamber of Commerce under Shillong GST Zone.
21. The Addl. Commissioner, Goods and Services Tax, Dibrugarh/Guwahat.
22. The Addl. Commissioner, Customs {P) N.E.R., Shillong.

23. The Joint Commissioner (P&V), Goods and Services Tax, Shillong.
M/ASS’[. Commissioner, Goods & Services Tax Division ... (All)
” The Superintendent (Systems), CCO, Shillong for upioading on the Website.
26. Guard File. ,
ik~
Y ’L’-‘& 1tk
(L.Beimogha)
Joint Commissioner
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