
AUTHORITY FOR ADVANCE RULING, TAMIL NADU

NO.2O7,2ND FLOOR, PAPJM BUILDING, NO.l, GREAMS ROAD,
CHENNAI -600 006.

RULING UNDER SECTION 98(4) OF THE CGST ACT, 2017 AND
UNDER SECTTON 98(4) OF THE TNGST ACT,2Ot7.

Members present:

Smt. A. Valli, M.Sc.,
.Joint Commissioner/Mcmber (SGST),
Authority lor Advancc Ruling,
Tamil Nadu,
Chennai - 600 006.

Ajrreace_ScliggJo. 26 /ARA/ 2024 Da

1. Arr.4 nytpt:crl oqatnst this Aciucutce l?tilinq order shull lie be:fore tLrc 'l-ctmil Nctriu Stale:
Appellcrtcz Authorittt for Adurtrtr:e l?ulinq, Chertnui under Sub-Seclion (1) o.f' Se,r:ti<trt i OO

of'CGS'I'Ac:t 2017,t ,'*rrt'l'Ac:t 2017, tuilltin 30 days frorn tLut dale on tlrc: rulirul
souqll Io be appecrl<:c1, is rnrnnuutir:ulezd.

2. in lr:rrrts oJ'Se:r:tton 103(1)oJ'the Act, Aduance: l?uhttcl prorlounced by tl'Le Authonty
uttcler Chayttet XVII of the:- Ac1 shall be bindingl onlg-

(a) ort llLe apphcanl whct hacl sought it in respecl of ang rnatter referreci to in sub-
sec:tion (2) of Sec:tion 97 for aduance ruling1.

(b) orL llrc: c:<trt<:errted oJJic:er or tlte jurisdir:tional olJicer in retspr:c:t of the ctp;tl.ic:ctri.

3. lrL terms of St,,ctiott 103(2) of the Act, this txiuance niling shall be bindingl unless
the'- law, facts or circumstances supporting the oiginal aduance rulingl haue changed.

4. Aducrrtc:e l?ul.inq obtairte:d b-t-y the crppliccrnt bty.fraud or suppressiort of matezrial

.fcrr:ls or rrisre:presc:ntatktrr o.l' lac:ls, sLLall rencier suc:h nilirr1 lo lte uoiri ob irtilirt irt
ac:cnrdcutc:t: with Ser:tiort 104 of lhr: Ar:t.

5. 'l'he, prouisions of both the Central Goods and Seruices 'l'crx Ac:t artd tLrc- 'l'ctrrtil Nudu
Goods and Seruic:es 'l'ax Ac:t (hr:rein after referred to crs the Act) crre lhe sctme excepl

for c<'-rlctirt Strouisiotts. '|lrcrefore, urzlr:ss a nLentiort is sp<tr:ifir:allq mcrde to suctr
dtssirrtilar prouisions, a relt:rerLc:r: to the: Ce:ntrcrl ()oods crnd Se:ruic:es 'l'c,tx Ac:t utoulcl
also mean a re,-ference to lhe same prouisions under the 'l'amil Nctdu ()oods ttnri
Se'-ruice-s 'l'ax Act.

Sri. lJaLakrishna S, I.R.S.,
A<1ditiontrl Commissioner/ M crrrbcr (CGST),

, Ot'licc ol thc Commissioncr of (lST trnd
i Ccntral lixcisc, Audir Il Comrnissioncratc,
Chcnnai 600 034.
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Dctails

GSTIN Nurnbcr, il any I Uscr

Name of Applicant

Rcgistcrcd Address / Address
providcd whilc obtaining uscr id

ol Appiication

Conccrncd Ofliccr
.J urisdictional Officcr
Naturc of activity(s) (proposcd /
prcscnt) in rcspect of which advancc
ruling sought for
A i Catcgory

Dcscription (in bricf)

Issuc/s on which advancc ruling

Qucstion(s) on which advance

is rcquircd

33AAACH8417KIZK

Haworth India Private Limitcd

Survcy N<t. 260 /4, Kiloy Villagc,
Sripcrumbudur,
Kancheepuram, Tamil Nadu * 602 105.
No.AAAR/O 6 I 2023 datcd 20. 12.2023 Form
()ST ARA - Ol Application
S1.No.41 / 2022 I ARA datcd 07 .O7 .2022.
(Rcmandcd vidc Ordcr)
State: Sriperumbudur Asscssmcnt circlc
Center: Chennai-Outcr Commissioncratc

Manulacturing and Tracling

l. Whcthcr ?ln) parli<:ular thirrfi dorrc in titr.
appiicant with rcsp<)ct to anv qoods i.ind/or
scrwi<;cs or both ilrnounts to rtr rcstrll.s iri ;-r

sLrppl.v oi goods arnrlTor scnri<;cs or hol,l'r,
wrthin t.hc rnr:i:ning ol Lhart Lorfil.
2. Admissibility of ir-rpu1. tax crcclit. ol tax pericl
or dr:cmcd to harrc bccn paid
1. Whether in the facts and circumst;rnccs
the activities and transactions woulrl lall
undcr paragraph ti(a) or 8(b) of Schedulc III
of CGST Act and remain non-taxable?
2. Whether irrcspectivc of the activities and
transactions falling undcr paragraph 8(a) or
8(b) as aforesaid input tax crcdit would bc
available without any rcversals sincc no
prcscription has bccn n<llificd ftrr purposc ol
Explanation (ii) bclow Scction 17(l)) ol CGST
Act?

'lhc applicant M/s Haworth India Privatc Limitc<l, having rcgistcrcd prcmiscs
ert Survcy No. 260/4. Kiloy Villagc, Sripcrumbudur, Kanr;hccprtram, 'l'amil N;rdu
602 lOi; (ltci-cirrallcr rt:f'<;rr<:d lo ars tl'rr: applicant) is rcgist.crr:cl urrdr:r tlrc (lSl' Act
2O17 wiLh GSl'lN 33AAACIJ84L7K|ZK.'l'hr., Applicanl frars sought Advarncc Iluling on
thc lollowing qucstions:

1. In thc facts and circumstanccs of the casc, whcthcr thc transfcr oi titlc
of goods Lry thc Applicant to its customers or multiplc transfcrs within
Lhc FTWZ wou1c1 rcsult ir.r bondcd warchousc: LransacLion covcrcd undcr
Schcdulc III ol thc CGS'| AcL, 2017 r/w CGSTArncndmcnt Act, 2018?
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2.

2.7. The
having a

Whclhcr Lhc IntcgraLcd 'l'ax (lCSl') Circurlar No. :\1112018 dalr:d
25.O5.2O18 is applicablc to the prcscnt lactual situation?

Applicant has submittcd thc lollowing in thcir Statcmcnt of rclcvant fercts

bearing on thc qucstion(s) raised:

Thc Applicant is a whoily owncd subsidiary of Herworth, Inc. Unitcd Stertcs and is
cngaged in manufacture and sale of officc furniture under the brand narne
'Haworth'. Thc Applicant procures raw materials indigcnously as wcll as from
intcrnertional markct (from group cntitics) . Thc Applicant imports ccrtain finishcd
goods from its group cntitics. Haworth is a worldwide global lcadcr in dcsign ernd

manufacturc of organic workspaccs, including raiscd floors, movabic wclls, systcms
furniturc, scating, storagc and iighting.

2.2. ln India, the Applicant has manufacturing facility ernd salcs office in thc statc of
Tamil Nadu. Iiurthcr, thc applicant has salcs officc in Karnataka, MarherrashLra,
Flaryana and Tclanganal. A1l opcrations of thc Applicanl ari: Iocatcd in Dorncslir:
TariliArca (D'fA).'lhc outward surpplics clfcclcd by Lhc Applicarnt in India includcs:
a. Sa.lc ol goods manulacturcd at thc manufacturing facility; and
b. Szrlc ol goods importcd from group cntitics.

2.3. Thc Appiicant is contcmplating to operatc thc import and rc-szrlc trans:rction
from a Frcc Tradc Wzrrchousing Z<>nc (hcrcinalter referrcd to els 'FTWZ'\ for
opcrzrliorial convcnicncc involving lcss docurncnLation ancl swilt clcarancc proccss
so as [() cxpcditc pfirjcct cxccution.

2.4. Thc Applicant subrnits that FTWZ is zr Spccial Economic Zonc wharcin trerding,
warctrousing zrnd othcr activities rclated thcreto arc carricd out. An FTWZ is zi

dccmcd forcign tcrritory within thc gcogr:rphy of India for thc purposc of tradc. An
FI'WZ, also callcd lorcign-tradc zonc, formcrly lrcc port is an arca within a country
in which goods mzry bc lzrndcd, handlcd, manLlfacLurcd or rcconligurcd, and rc-
cxportcd without thc intcrvcntion of the customs authoritics. Oniy whcn thc goods
arc movcd to consurncrs within thc country in which Llnc z<tnc is locatcd do thcy
bc<.;omc subjcct to Lhc prcvailing customs dutics. Thc FTWZ 1aw allows mulliplc
trarnsfcrs of owncrship transactions witht)ut rcmoval oi thc goods out ol FTWZ, Lhus
cnsuring thc Lr:rding chain to bc as closc as p<lssiblc and as rnay bc rcquircd,
cnsuring th:rt thcrc is no cascadc of indircct taxes / compliance iand avoids incrcarsc
irr transaction cost.

2.5.'l'hc Applicant has subrnittcd thc llow of 'lransaction in IITWZ for Proposcd
Transaction ars dctailcd bciow:

. Thc Applicant sccurcs space in thc FTWZ for a fec to storc thc importcd goods
from a unit holdcr. The Applicant exccutcs rcquircd leasc agrccmcnt with thc
FTWZ unit holdcr and deposits the goods from the port by filing Bill of Entry
(ROB). FTWZ, ownr.'d and opcratcd by indcpcndcnt third party mcrcly clcars
and wnrchouscs thc goods importcd. Thc I,-TWZ shall collcct wart:housing
chargcs frorn Lhc Applicant.
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. On rcccipt of purchasc ordcr lrom thc customcr, Lhc Apphcant piaccs an
ordcr with thc ovcrscas supplicr lor required goods. Oncc Lhc goods arc
shippcd, thc Applicant intim;rtcs thc FIWZ unit holdcr and providcs copy of
thc purchasc ordcr and othcr documcnts for cicarancc ol goods lrorn thc port
and storagc ol thc samc in FTWZ. Thc FTWZ unit clcars thc goods frorn Lhc
port by iiling Bill ol Entry on bchalf of thc Applicant and storcs thc samt: in
Lhc warchousc. Thc F'fWZ unit hands ovcr Lhc iniport inr,,oicc and ol,hr:r
ncccssary documcnts to thc Applicant. Thc ['TWZ unit docs not pa,,z any
import duty on clcarancc lrom thc port.

. 'lhc Applicant lransfcrs thc titlc of goods to customcr Lrndcr thc covcr of an
invoicc. Thc customcr shall cithcr clcar goods from thc F'IWZ or shall mal<c
furthcr transfcr ol such goods to othcr customcrs. It is impr)rtant to notc th?tt
cvcry transfcr oi titlc of goods does not rcsult in physical clciivcry ol goods.
'l'hc goods shall r:ontinuc Lo rcmain in ltlWz unit holdcr til1 thc iinail
cusLorncr lilcs llOI! ernc'l clcarrs goorls lrrlrn [i'l'WZ.'l'h<: Applicarnt wisl-rt:s Lo
higirlight Lharl rnultiplc translcrs arc rnadr: whilc goods arc lying in I,"|WZ.

. 'lhc linal custorncr, produccs translcr of titlc documcnl and lilcs BOE for rc:

warchousing (SEZ) / homc consumption (othcrs) and clcars thc goods lrom
thc FTWZ. At this juncturc goods arc rcmovcd from thc warchousc and is
takr:n to thc prcmiscs ol thc Customcr.

3. 'lhc applicant has mardc thc iollowing fact.ual and lr:gal submissions in
rclaLion to Lhc qucstirx-rs lor which erdvancc rrrlirrg is soughl.:

Question No.1

"ln lhe: fucls and cirr:urnslattl:r:s o.[tLte'- ccrsr:, t.t)LLellt.?r the: lrcrn.s.fr:r oJ'tille o.l

gloods by lhe: AStp[irntr.1. 1o il.s custctn.ers or rnuLtipie: trctlts.fe-rs rLtilltirt LlLr:

L*|WZ tuotLld restill in bondecl ware:hottst: lransoc:liott utue:re:d unrie:r
Sc:he'-dule'- III of the: CGS'I' Act, 20 17 r/ tu CGS'[' Amenrime-nt Act, 20 1 B ?"

3.1. 1'hc Applir;anl srrbmiLs ttrat, 1.hc Schcdulc Ill ol Lhr: CGST Act, 2017 rlw
(l(iS1' Arnt:nclrnr:nt Ar:t. 2O 18 r:nvisilq('s trernser<:tiorrs or a<;Livitics which shzrll bc
Lrcalcd nciLhcr as supply ol goods nor as supply of scrviccs undcr GST. 'l'hc linlry
no. 8(a) of thc schcdulc, covcrs supply of warchouscd goods Lo any pcrson bcforc
clcarancc lor homc consumption. Furthcr, cxplanation to thc cntry providcs that,
'warchouscd goods' shall havc thc sarnc mcaning as assigncd to it in thc Customs
AcL, 1962.

3.2. 1'hc Applicant submits that V-TWZ is a spccial catcgory ol Spccial Economi<;
Zonc as pcr Scction 2(Zal of thc SEZ Act, 2005, whcrcin mainly trading and
warchousing and othcr activitics related thercto arc carricd on. Both Custorns
bondcd warchousr: and VTWZ arc rcquircd to cxccutc bond with thc Customs in
order to import and storc thc goods in warchousc without pal,rncnt ol any duty. lt is
pcrlincnl to notc thal alLhough thc provisions ol bonding by a bondcd warchousc
zrnd bonding by an SEZI FTWZ is govcrncd by dillercnt laws with dilfcring
obligations, thc rationalc ol bonding importcd goods rcrnains thc samc i.c. to avail
duty bcncfit undcr thc Cuslorns Act, 1962. Ttrus r:vcry SEZ bc<;omr:s a bondcd
prcmiscs undcr thc Cusloms Act, 1962 by virtuc ol thc dccrning liclion crcatcd by
SccLion 513(2) of SEZ Act and Rulcs rrrcntioncd abovc, thcrcby it can bc <;onslrucd
that FTWZ is in parity with bondcd warehousc undcr Customs Act, 1962. Thcrclorc,
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that since VTWZ is cquivalcnt to bonded warchouse, translcrs within lllWz bcforc
clcarance shall fall undcr Schcdule III of the CGST Act, 2017, thercby not attrercting
lg1,y undcr ()S'1.

Question No.2

"Whether the Integrated 'l'ax (IGS'I) Circular No. 3/ 1/ 2018 dated
25.05.2018 is applicable to the present factual situation?"

ll.ll. 'l'hc Circular clarilics thc applicability ol I()ST on goods supplicd whilc bcing
dcpositcd in customs bondcd warrchousc cllcclivc ironr 07.04.2018 ar-rd staLr:s tlraL
Intcgrated tax shall bc lcvied arnd collccted at Lhc timc of linal clcarance of lhe
warchouscd goods for homc consumption i.c., at thc timc of filing thc ex bond bill of
cntry and thc valuc addition accruing at cach stzrgc of supply shaii form part of thc
v:rluc on which the integrated tzrx would be payable at thc timc of clcarancc of the
warchouscd goods for homc consumption. This circular was madc applicablc lor
surpply of warchouscd goods, whilc bcing dcpositcd in a customs bondcd warchousc
on or altcr 0 i .04.2018.

3.4. frurthcr, in tcrms of valuation thc applicant startcd that Section 3(8A) of
Customs Tarilf Act, lcvy of IGST on salc of goods dcpositcd in
warchousc but bcforc clcarancc for homc consumption, thc valuation is highcr of
transaction valuc or sarlc valuc to buycr. Ti'rc said provision infcrs that in casc of
goods dcpositcd in a warchousc, only thc pcrson who is ultimatcly clcaring thc
goods for hornc consumpti.on is subjcct Lo t:rx and thc transfcror is not subjcct tr>

Lax on such translcr of warrchouscd goods.

11.5. 'fhc Applicant submits that in casc of lr|WZl bondcd wtrrchousc thc FTWZ lilcs
'in to bond' BOE without paymcnt of duly for warchousing and point of taxation
undcr customs is defcrred to time of clearance from FTWZ. Hcncc, undcr thc
customs provision, thc transaction is subjcctcd to lcvy whcn goods arc clcarcd from
thc ["IWZ. Thcrcforc, as clarificd in thc Circular No.3/ 1/2OIU-IGST datcd
25.05.201t3, taxing thc transaction bclorc clcarancc docs not arisc for supply of
warchorrscd goods, whilc bcing dcpositcd in a WWZ/ customs bondcd warchousc.
'l'hc Applicant is of the considercd vicw that Circular No. 3/112018 - Intcgratcd Teix
(IGST) datcd 25.O5.2O18 is applicable for thc prcscnt transaction of transfcr ol titlc
of warchoused goods ernd is of thc vicw that supply of goods by thc Applicant to
customers subscqucnt transfcrs whcn thc goods arc still lying in the custom bondcd
warchouse or thc FTWZ is outsidc Lhc purvicw ol GST ars pcr Schcdr-rlc III ol thc
C(]S'f Act, 2017 rlw C(IST Amcndrnr:nt Act,2Ol8 and is not chargcablr) Lo La.x

undcr GST provisions Liil thc goods arrc clcarrcd lor homc consumption.

3.6. 'l'hc Applicant has also placcd rcliarncc on thc advancc ruling pronounccd by
'lamil Nadu Advancc I?uling Authority in thc casc of:

a. Thc Bank of Nova Scotia - Ordcr No. 2iJ/ AAR/ 2018 datcd i\1.12.2O18

Page 5 of 24



b. Sadr:sa Commcrr:ial Olfshorc Dc Macau l.imitcd Ordcr No" 241 AAR/ 2018
rlatcd 31.12.2O18.

1.1. 'l'hc CcnLral .Jurisdiclion Olliccr, thc .loint Commissioncr, Chcnnai Outcr
Cornmissir)ncraLc has ollcrcd lhc lollowing rcmarks on thc qucstions raiscd by t-hc

applicanL:

4.1.1. From thc zrpplicartion and circumstances narratcd thcrcin, it appcars that Lhc
Lransaction ol supply takcs placc within FTWZ (lrrcc Tradc Werrchousc Zonc) .

According to thr: Schcdulc III oi CGST Act S1.No.8(b), Lhc transzrction/activity ol
supply ol goods by thc consigncc to any other pcrson by thc cndorsr:mcnl of
documcnLs ol titic to thc goods, altcr thc goods havr: bccn dispatchcd lront Lhr: port
ol origin locatcd outsidc India but bcforc clcarancc of homc consumption is ncithcr
zr supply ol goods nor a supply of scrvicc. According to Explanation II to Schcdulc III
ol CGS'I Act 2017, thc cxprcssion "warchouscd goods" in thc schcdulc shall harrc
thc samc mcaning as assigncd to it in thc Customs AcL 1962. According to Scction 2
(a3) oi Customs Act 1962 "Warchousc" mcans a public warc housc liccnscd trndcr
scction 57 <tr zr privatc warc housc liccnscd undcr scction 58 or a spcciai warchousr..
liccnscd urndcr s<:ction :r8(A). According to scciion 2(4,1\ "wztrchor,rscd goods" rncnns

iJoocis 11r:positr:rl in a r,ri:,rr<;hoLlso:

'1 .1.2. livcrr Lhough t-l-rr: clay to day acLivitics likc'uvarr:horlsing arnd ckraring ol 5loorls
lor homc consumption on paymcnt ol applicablc customs dutics airc supcrvisccl

/monitorcd by Customs oflicizrls postcd in thc F"TWZ in accordancc with SEZ Act
2005r, rcaid witi-t CusLoms AcL, 1962, Lh<: approvai/liccnsc/aclmirristralirrr: <:ontrol lot-

|r1'WZ arc fr-r1ly govcrncd undcr Lhc provisions of SBZ Act 2005. Thr:rr:lorc, I,'l'WZ is
not a warchousc liccnscd undcr Customs Act 7962. Hcncc it. was statcd thcrcin that
thc transactions narratcd in thc applicalion arc not covcrcd Llndcr Schcdulc III of
thc CGST Act 2017.

4.1.3. As lar as Lhc Qucstion No.2 was conccrncd, Circular No.3/112018 datcd
25.05.2018 has bccn issucd for clarifying thc scopc oi supply with rcgard to
transactions in Customs bondcd warchousr:s and hcncc Lhc samc is not applicarblc
to IrTWZ which is not at warchousc as dclincd undcr thc Customs Act, 1962.

4.).4. Hc ft-rrthcr sl,alcd that no procccdings in rcsp<rcl ol Lhc qucstions raiscd bv
tl-rc applic:rnl is pcnding againsL tfrc applicant in his jurisdictron.

4.2. Thc Statc jurisdiction officcr, thc Assistant (lomrnissioncr (ST),
Sripcrumbudur circJc, has not oflcrcd any commcnts. Howcvcr, thc .Joint
Cornmissioncr (ST) , Intclligcncc- II, Chennai inlormed that no procccding is pendir-rg
in rcspcct ol thc applicant.

5.1 Thc Applicant was offered a personal hcaring on 15.03.2023 through virtual
modc, and thcir authorizcd rcprescntativc Ms. R. Sukanya, Chartcrcd Accounternt,
who attcndcd thc hcaring, rciteratcd thc submissions alrcady madc.
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5.2 Based on the submissions made, the Authority for Advancc Ruling,
Tamilnadu (AAR) vide Advance Ruling No.23/ARA/2023 dated 20.06.2023 rulcd
that undcr thc facts zrnd circumstances of the case, thc transfer of title of goods by
thc Applicant to its customcrs or multiplc transfcrs within thc FTWZ will not br:
covcrcd undcr Schcdulc III of thc CGST Act, 2077 rcarl with thc C()Sl'Amcndmcnt
Act, 2018, and that in rcspcct of thc sccond qucry, Circulnr No.O3/0112018 -
IGST datcd 25"O5.2O18 has bccn rescindcd vidc Circular No.04/01 12019 IGST
datcd 01"O2.2O 19, in vicw of the amendmcnt madc in Schcdulc III ol thc CGST and
TNGST Acts, 2017, by inscrting paragraph No.t}(a).

5.3 Aggricvcd ovcr thc ruling pronounccd in rcspcct of qucry No. 1, thc applicant
lilcd an appcal beforc thc Appellate Authority lor Advancc Ruling, Tamilnadu
(AAAR), which vidc Ordcr-in-Appeal No. AAAR/06/2023 (AR) datcd 20.12.2023 saL
asidc thc ruling datcd 20.06.2023 of thc AAR and remandcd the mattcr to thc lower
authority (AAR) for considcration and passing of appropriatc ordcrs, altcr following
thc principlcs of naturai justicc.

PERSONAL HEARING

6.1 Accordingly, Lhc instant casc has now bccn takcn up lor dccision alrcsh by
pr<rviding anothcr opportuniLy ol pcrsonal hcaring to thc applicernl on 21 .O8.2021 ,

and Shri. S. Thirumalai, Advocatc who is Lhc authorizcd rcprcscntativc (AR) of
M/s.Haworth India Privatc l,imitcd, appcarcd lor thc pcrsonal krcaring which was
Lrclcl in virtuari modc. Thc AR rcitcratcd thc submissions madc in thcir original
irpplication and in thc zrdditional submissions datcd 11.12.2023 submittcd bcforc
thc Appcllatc Authority for Advance Ruling who had rcmandcd thc mattcr back
through thcir Ordcr No.AAARl06l2023 datcd 20.12.2023. Thc AR rcitcratcd Lhc
<:onlcnLs of thc said submissions and rcqucstcd thc authoritics to tnkc Lhc samc on
t'ccord. 'l'hc AR furthcr cxplaincd that apart lrom cntry 8(a) of Schcduic III ol Lhc
C(lS'l AcL, 2077, cnLry 8(b) zrlso mcrits consideration in thc instant casc. l{c als<>

highlightcd ttrc fact that on similar issucs in thc casc ol M/s. Panasonic Lifc
Solutions India Private Limitcd and M/s. Sunwoda Elcctronic lndia Privatc LimiLcd.,
thc samc Auth<lrity for Advancc Ruiing, Tamilnadu (AAR), has pronounccd a
clillcrcnL ruling, thc analogy ol which may bc considcrcd for thc instzrnL casc as weIl.
I Ic howcvcr statcd that thc ruiing pronounccd in so far as it rclatcs Lo thc qucry on
proportionellc rcvcrsail oi ITC in thc casc ol M/s. I)zrnasonic Liic Solutions Indii,r
I)rivatc Limitcd is not propcr as thc rcccnt amcndmcnts to ilulcs 42 and 4ll ol thc
CGST Rulcs, 2017, suggcst that thc s?trnc is applicablc only to thc supply ol goods
lrom Duty Frcc Shops in intcrrrationnl airports.

6.2 It is sccn that in thc additional submissions datcd 11.12.2023 madc bcforc
Lhc Appcllatc Authority for Advancc Ruling (AAAR), thc applicant hzrd statcd that thc
principal qucstion in this cetsc is whether thc cxprcssion "warehouscd goods"
crnpioycd in Schcdulc III oi thc CGST Act in IIntry 8(a) would covcr warchousing
undcr thc SIIZ Act, 2005 and thc SEZ Rulcs, 2006 in thc carse of a unit in a FTWZ.
In support of their claim thart it would covcr, thcy submittcd that -
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That thcrc is no inconsistcncy bctwccn thr,' provisions ol Lhc Custorns Act,
1962 and thc StiZ Act, 2OO5 and thc SIIZ Rulcs, 2006 with rcsp<)cl to
werrchousing.
SIIZ Act, 2OO5 dclincs F*I'WZ as follows:

2(n) "Free Trade and Warehousing Zone" mcans a Spcciai Dconornic
Zonc wh<:rcin mainly trading and warchousing and olhcr activitics rclarcd
thcrcto :rr<: carri<:c'l on.

Sincc "warchousir-rg" in thc abovc dclinilion is not dclincd in thc SFIZ AcL,
200I> rclt:rcnc;r: is rcquircd Lo bc mtrdc Lo Scc 2(zd) which rcads as lollor,vs:

2(zcll all other words and expressions uscd and rrot dcfinr:d in this Ac:t

but dclincd in thc Ccnlral lixcisc AcL, 1944, thc Industrics (l)cvclopmcnr
and Rcgulation) Act, 1951, thc Incomc*lax Act, 7961 , thc Cusloms Act,
1962 and thc Iiorcign Tradc (Dcvclopmcnt and ilcgulation) Act, 1992 shall
havc thc mcanings rcspcctivcly assigncd to Lhcm in Lhosc Acts.

Scc 2(zd) ol thc SDZ Act, 2OO5 by way of rclcrcnlial lcgislation has adoptcd
Lhc mcaning o[ "warchousing" lrom thc Custorns l\<:1,1962 for purposc ol thc
said Act.
Scc 2(44) of thc Customs Act, 1962 dcfincs "warch<)uscd goods" as follows:

2(44\ 'warchouscd goods" mcans go<lds dcposrtcd rr-r a waru:housc

l)rovisions ol Lhc SIiZ Act, 2005 rcad with rclcvanL SEZ Rulcs, 2OO6 pr^oi,ic-lcs
ats u ndr:r

er) Scc 7 providcs lor cxcrnption from dutics, Lexcs anri ccssos;
b) Sr:c 26 providr:s lor cxcmptions lrom Customs I)r-rtics to IITWZ;
c) Scc :) I has ;ln ov<:rrirling cllcct thirl nolwill'r:;Lan<1i ngi itr.tl,l l1ip.

lric()lrsrstont lhurc'uvilir <;ontainc<1 irr iln1, othr:r iiirv hrr Lhc tirri<: br:ing in
forr;c ;

d) Rulc 27(1O) ol thc SEZ Rulcs providcs that: Thc Asscssmcnl ol imporls
and domcstic procurcmcnt by a Dcvcloper or a Unit, shall bc on Lhc
basis ol scli-dcclaration.

r:) I?ulc 75 ol thc SEZ Rulr:s says Lhat Lhc goods in Lhc F"IWZ shall bc:

dcalt wilh on thc basis ol scll dcclaratior-r

'l'hc AAIi in'l'r:1:rngana in thc mattcr of AItr b'ibrc (2021 (12) 'I'MI l2(t5
Authorttrl for Aduance l?ulinq, 'l'e:langana) has hcid Lhat thc goods warchouscd
in thc FTWZ arc warrchr)uscd goods for thc purpose ol thc Customs Act, 1962
and would bc covcrcd by thc rcicvant cntry 8 in Sch III ol thc CGS'| Act.
Inlcntion ol thc lcgislaLurr: to considcr FTWZ likc a ousLorns warchousc is
also clcar lrom thc documcntation and proccdurcs i.c., I.'orm-ll (Bill ol cnLry
for warchousing) is thc documcnt filcd by thc irnportcr for moving goods fron-r
thc por1, to FIWZ unit which clcarly cstablishcs FTWZ arc cr.rnsidcrcd as
Warchr>uscs.
I-cgislalivc IJislory also poiriLs out thc larcL that thcrr: has bccn no qucstion in
Lhc crstwhilc L?lx rc:girnc or ovcn in thc prcscnt rcgimc wiLh rcgard to
warchousinfl b)' l.*lWZ for purposc ol Cusloms Act; I?cliancc in this rcgard is
placc on thc ordcr ol Aut.hority lor Clarification an<l Advancc Iluling ol thc TN
VAT Authority in the matter of Reddington India Ltd (ACAAR No.
27 I 2015-16 dated 22.O6.2OL5]r.
Chaptcr XA ol thc Customs Act, 1962 was omitted by thc Financc AcL,2OO7
in vicw of thc Spccial provisions madc by separatc SIiZ lcgislation which had
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adoptcd thc delinition of warchousing by way of lcgislation by rcfcrcncc as
statcd abovc.

r Provisions of the IGST Act and Sch III of thc CGST Act (Entry t3(a) havc to bc
construcd hzrrmoniousiy

3.1. Proviso to Scc 5(1) of Lhc IGST Act statcs thc intcgralcd tax on
goods othcr than thc goods as may be notificd by thc (]ovcrnmcnt on thc
rccommendations of thc Council imported into India shall be levicd and
collcctcd in accordance with the provisions of scction 3 of thc Customs
Tariff Act, 1975 (CTA)

3.2. Scc 7 (2) statcs that Supply ol goods importcd into Lhc Lcrritory of
India, till thcy cross thc customs fronticrs of Indi:r, shall bc trcatcd to bc
a supply o[ goods in thc coursc of intcr-Statc tradc or commerce.

r It is therefrrre clcar that until thc goods in CBW <>r FTWZ unit is clcarcd on
paymcnt of Customs Dutics undcr thc C'fA, 1975 fhc szlrrlc arc Lrr:atcd in thc
coursc ol irnport and Lhcrc could bc no incidcncc ol Lax on any transfcrs
while thc goods lay storcd in thc warchousc.

r This accords with thc rcason for thc trcatmcnt for "warchouscd goods" undcr
Sch III which is so as to avoid doublc taxation (a thcrnc addrcsscd in thc GST
Council Mcctings rccommending thc abovc amcndmcnt to Sch III in
2019);This intcrpretation is zrlso recognized by thc Hon'blc CESTAT in a
Customs mzrttcr whcrc thc intcrplay of Scc 5(2) of thc IGST Act and Scc 3(7)
of thc CTA wcrc cxamincd in Interglobe Aviation Ltd 2O2O (11) TMI 151 -
CESTAT NEW DELHI.

r 'lkrcru:lorc, iL is to bc hcid that thc goods storcd in thc IrTWZ undcr thr: StiZ
Act, 2OO5 will bc covcrcd within thc scopc of Sch III ol thc CGST Act.

6.3 It is to bc noted hcrc that whilc rcmanding thc mzrttcr berck, thc AAAR in parzr

6.10 ol thc Ordcr dartcd 20.12.2023 had obscrvcd as lollows :-
"6. 10. 7'he:re,-fore, tue ctre of the corusidered opirtiott thal sincet the,- Authonty for
Aduqnc:r: l?ulinq hctd e:rred bt nol answering l.he question raised by lhe: Applicanl
iru its e:riiretu curi crlso nol cliscussr:d oll the corule:rtliorts of l.he: Aytplic:ctnl pul
Jitrlh irt their oiglirLcrl crpplic:atiort. I lem:e, we holri that, .jtrstir:e will be: mr:l bt)
remcrndiruq the'- cctsr: to lhe lowe-r authoriltt, tuith direction lo c:onsider tLt<'- question
raisecl by the: Applic:ant in its enlirettt, to giuet findinqs on lhe othe:r poirtls raised
by tLrc Apphr:anl cuui to oJfer tLrcm anolher opportunity rd personaL Lrcainq
before cleciding lhe c:ase as per the prouisions of lctu.t. 'l'he AAI? should t:xamine
a,fresh utLrcther the actiuities proposed to be undertaken by the Applicattt crre
couere,d by entrg B(a), B(b) or antl other entn,l in Schedult: III of CGS'I'Ar:t, 2017 or
othenaise. All ctspects of the matter are kept open for decision by the,- AAl?. We

furlher futd tLrut this authoity is empouLered uidr: Se:clion 101(1) of the
CGS'l'/ 7WGS7' Ac:ls, 2017 to pass sur:Lt orde-rs cts deemecl Jil."

6.4 Accordingly, in pursuancc o[ the dircction from thc Lcarncd AAAR, thc
zrpplicant rcphrascd thc qucrics as givcn bclow in thc additional submissions mzrdc

during thc hcaring in thc instant casc on 21.O8.2O24, as follows :-

a. Whcthcr in thc lacts and circumstanccs thc acliviLics and transactions
would fali undcr paragr:-rp]r 8(a) or 8(b) ol' Schcdulc lll ol C(]S'l' Act and ri:mairt
non taxablc?
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b. Whcthcr irrr:spcctivc of Lhc arctiviLics and transacLions lnlling undcr
paragraph 8(a) or 8(b) as alorcsaid input tax crcdit would bc availablc without
any rcvcrsals sincc no prcscription has bccn not,ificd lor purposc o1'

Iixplanation (ii) bclow Scction 17(3) of CGST Act?

6.5 IiurLhcr, apart from rcproducing thc avcrrrrcnts alrcady madc, Lhc applicant
put lorth thc iollowing points as wc1l in thc additional submissions rnardc orr

2.1 .O8.2024, for consid<:raLi<>rt, viz.,

auEsaroN l
Act!_t_sctelig1,s_tuqidJetl!,

atKTer*_psaqapb__Blsl_eI_3lU_9L$eheduk llt eISgSl $ct 14tQ5:14ey14_ rtcttt
l.o.xoble:?

(r.5. 1 'l'hc Applicanl submits Lhat FTWZ is a spccial calcgory ol Spccial Econorni<:
Zr>nc as pcr Scction 2(za\ ol thc Spccizrl Bconomic Z<tncs Act, 2OO5 ("SEZ Act"). As
pcr Scction 2(n) ol thc SEZ Act, FTWZ mcans a SLIZ whcrcin mainly trading and
warchousing and othcr activitics rclatcd thcrcto arc carricd on. Sincc warchousing
in thc aflrr,rc dclinition is noL dcfincd in thr: StrZ Ac1 , rr:l'crcnr:c is r-r:qnircd 1,r. trr.'

rnadc to S<:ct,ion 2(zcll ,,which rcards as follows:
"2(zd) - arll othcr words and cxprcssions uscd and noL dclinc(1 in this Act bul r1cfj rrr:<1

in thc Ccntral Flxcisc Act, -l944, th<: Industries (Dcvr:lopmcnt and licgul:llion) Ar:t.
1951. tlrc Incomc-tax Act, 1961, thc Customs AcL, 7962 and thc Forcign'l'ra<lc
(I)cvclopmr:nt and Rcgr-riaLion) Act, 1992 shall havc thr: rnr:anings rr:spr:ctivclr,
assigncd Lo thcm in lhosc Acts."

6.5.2 Thus, thcrc is no inconsistcncy bctwccn ttrc provisions o[ thc Custorns Act,
thc SllZ Act i:nd thc SM Rulcs with rcspcct Lo warchousing. 'l'hr: Applicant lurthcr
subrnits thal as pr:r l?ulc 22 ol thc SEZ l?r:lcs r/w Scctiorr 53(2) of thc SEZ Act
"cvr.-r-v SM is rcclrrir<:d to ox()cr.ltc Bonrl cum Lr:tLr:r ol tJndcrlerking ("l3l,l-JT") in ordur
to avail oxcmpliolis, duty drawback ancl <:<lnccssiorrs und<:r oustorns."'l'hc I,-TWZ

would bc rcquircd to cxccutc a bond in [iorm H of Lhc SEZ Act with thc custorns
authoritics to avaii thc bcncfit ol duty frcc clcarancc. Howcvcr, thc duty bcncfits can
bc providc:d only by thc Customs Act.. FJcncc, thc BLIIT cxccutcd by any SEZ is
prcscntcd bckrrc thc customs authority and thus cvcry SEZ bccomcs a bondcd
prcrnises undcr thc CusLoms Act by virtuc ol thc dccming liction crcartcd by Scction
5i)(2) oi SEZ Act aurd l{ulcs mcntioncd abovc. 'fhc Applicant lurthcr subrnils thzrt
IITWZ as thc namc suggcsts is a bondcd prcmiscs cngagcd in thc lacility oi
'*,archousing and hcncc qualifies to bc a bondcd warchousc undcr thc provisions ol
Scction 2$3) of thc Customs Act. Thus, aFTWZ is in parity with bondcd warchousc
undcr thc Customs Act.

6.5.3 Morcr)vcr, thc Applicant submits that an analysis of lcgislativc history also
points out thc lact LhaL thcre has bccn no qucstion in thc crstwhilc tax rcgimc or
cvcn in thc prcscnt rcgimc rcgarding warchousing by FTWZ for purposc ol Custorns
AcL. Itcliancc in this rcgard is plzrccd on Lhc order in Lhc mattcr ol Rcddinglon India
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Ltd. [2015 (6) TMr 1265 - AUTHORTTY FOR CLARTFICATTON AND ADVANCE
RULINGj where the Authority has held that therc would Lrc no requirement to
dischargc VA'l or CST on thc transfcr of title in thc goods, so long as they rcmain in
thc warchousc.

6.5.4 The Applicant is of the view that transfer ol title of goods by thc Applicant to
customcrs and subsequent transfcrs within thc FTWZ would not rcsult in supply
and is not subjcctcd to lcvy undcr Scction 5(1) oi thc IGST Act or undcr thc
provisions oi C(]Sl'Ar;t or'lN(]S'l'Act and thc translcr ol Litlc ol tlrc warchouscd
goods is covcrcd undcr Schi:durlc III ol thc CGST AcL r/w C(]Sl' Arncndrncnl Acl,
2OlU and thus, shall bc trcatcd as neithcr supply of goods nor scrviccs. Thc goods
shall bc tzrxablc under thc Customs Act in thc hands of thc final customcr only on
rcmoval of the same from FTWZ as per amendment to Scction 3 of Lhc Customs
Tariff Act, 1975.

6.5.5 'fhc Appiicant also draws rcfercncc to thc following cascs, whcrcin it has bccn
hcld that transfcr of titlc of goods within thc FTWZ arc squarcly covcrcd undcr
Paragraph B(a) of Schcdulc III of the CGST Act.

er. M/s" AIE Fiber Rcsourcc and Trading (India) P.Ltd. 12021 (12) TMI 1265 --

AUTHORI'IY FOR ADVANCtr RULING, TELANGANA].
b. Panasonic Lifc Solutions lndia Privzrtc l.imitcd 12024 (8) TMI 695
AUTHORI'IY FOR ADVANCE RULING, TAMIL NADUI (para 20).
c. Sunwodtr Elcctronic India Privatc Limitcd 12024 (6) TMI 11 - AUTFIORITY
I.Olt ADVANCE IiULING, 'I'AMIL NADUI (para 9..14).

Although thc abovc Rulings havc bccn rcndcrcd in rclatior-r to othcr asscssr:t:s, thr:
clccisions arc on intcrprclalion of Lhc 1aw and lery down n position of li,rw. 'lhcrcforr:,
Lhcy havc pcrsuasivc valuc.

6.5.6 Altcrnativcly thc Applicant submits that thc proposcd transaction is squarcly
covcrcd undcr Paragraph 8(b) of Schcdulc III of CGST Act. Thc Applicant submits
that thc Applicant secures space by exccuting a leasc agrccmcnt in thc FIWZ in
cxchangc for a lce to storc thc imported goods. Thc FTWZ, owncd and opcra.tcd by
indcpcndcnt third party, mcrcly clcars by liling BOE lor warchousing thc importcd
goods. l'hc subscqucnt salc transactions arc proposcd to happcn within thc I,-TWZ
by cndorscmcnt ol documcnts of title to goods (as defincd under Scction 2(41 of thc
Sale of (ioods Act) by the Applicant (thc consigncc). Subscquently, thc ultimatc
customcr who purchascs thc goods, will clcar thc goods for homc consumption. Thc
applicant statcs furthcr that thc above proposcd transaction satisfies all thc critcria
undcr paragraph 8(b) oi Schcduic III of thc CGST Act, which are:

ar. saic ol goods by consigncc to erny other pcrson;
b. by cndorscmcnt of documcnts ol tillc to thc goods;
c. a.ftcr thr: goods havc bccn dispatchcd frorr thc port ol origin locatcrl <lutsidc
India;
d. bcforc clcarance for hornc consumption.

6.5.7 Thus, thc Applicant subrnits that thc proposcd transarction lalls pcrlcctly in
linc undcr Schedulc III ol thc CGST Act and would be trcatcd ars neithcr supply of
goods nor supply of scrviccs.
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AUESIIAN_2

W|rc|her urespectiue oj the actiuihes and transac:lktns .fallitry1 unrTer pa.ragratrth
B(q) q!_ 8b) etS- gJizyrlgcttcl_ittltt! I.crr. predit tyetM bq: etuclil,qble Wtthlt_t,tl (ulLt

bclttt secltpu l4t)pflei,\l[4c12

(r.5.8 Thc Applicarnt submits that the Applicant is cligiblc to avail ITC on thc
proposcd transaction. In Lcrms ol Scclion 17(21 ol thr: CGST AcL, "whcrc thc goods or
sowiccs or both arc uscd by thc rcgistcrcd pcrson partly lor cllccling taxablc
supplics including zcr<>-raLcd suppiics and partly lor clfccting cxcmpt supplics, thcr

armount ol crcdit shall bc rcstrictcd to so much of thc input tax as is attributablc Lo

thc said taxablc supplics including zero-ratcd supplics". Furthcr, Scction 2(47) ol
Lhc CGST Act dcfincs 'cxcmpt supply' as 'supply ol any goods or scrviccs or botl'r
r.vhich iltl-racts nil ralc of Leix or whir;h may bc wholly cxcmpt from tax undcr scction
i1, or undcr scction 6 of Lhc IGST Act and includcs non-taxablc suppiy.'Scclion 2
(78) ol thc CGST Act dclincs 'non-laxablc supply' as 'supply ol goods or scrviccs rtr
both which is not lcviablc to tax undcr this Act or undcr thc IGST Act'.

6.5.(,1 In tcrrns ol:imcnriccl Sr:r;1ior-r 17(3\ ol thi: CGS'l'Ac;t r,r,,ith cffr.r:i fl-r:,r:-t

() I i().,1i).1:i. "r':rlr t'r of cxcl-t.il.)i s{-r 1.ririt," slt'rll trol rrr<:lrir.lr: Liri: r,l-ilr.rc ol ;,rr:tir-r1ics r.i'
trarts;,rr;liorts spcr:ilicd it.r Schc<.luic IIl, cxcr-'pl, intcr aliei, thc rrzrlucl of such a<-:1r..'ilrr:s

or t.ransactions as may bc prcscribcd in rcspccl ol paragraph 8(a) of thc siiirl
Schcdulc. Howcvcr, thc Applicant submits that whcn thc inst.ant transn<:tion is nor
dccmcd to br: a supply, it cannot bc charactcriscd as cxcmpt supply lor lhc
purposcs ol'ITC. Iiurlhcr, thc Applir:ant submits that thc lcgislativc intr:nt is r:larificd
in thc mcmorandum cxplaining thc Financ<,'8i11 2O2:J, which is providcd bclow:

"lixplanation to sttb-sec:tion. (3) of sectiort 17 of the CGS'I' Acl ls beinq ame:ruie:rj
so .rs to resticl auailment of input tax credil in respecl of certain trctnsqclions
specified in para B(a) of Schr:dule III of thr,- saici Act, as mau be pre:scribed, bt1

tncluriing the ualue of such transactions in the uolue of exe:mpt srtpph1."

6.5. lO Thus, Lhc alorc rncntioncd amcndmcnt indicatcs thart thc I'lC rcvcrsal lor
supply ol warchouscd goods is only in spccific instanr;cs, which would br: prcscribcd
in thc C(}ST/TN(iST Rulcs, In this rcgard the Applicant highlights Explanation 3 of
Rulc 4ll ol Lhr: CGST Rulcs, in tcrms ol wtrich thc valuc of activitics or transac:tiorrs
rn<:rtlioncd in paragr;:ph 8(a) ol Schcdulc III ol Lhc CGST Ar:t wtrich is rcquircd to bc
includcd in thc verluc o[ cxcmpt suppircs undcr clausc (b) ol thc r:xplan;rlion Lo

Scction 17(3) ol thc C(}ST Act shall bc thc valuc ol supply of goods lrom Duty Frcc
Shops (DFS) at arrival tcrminal in internati.onal airpr)rts to the incoming passcngcrs.

6.5.i i Thcrcforc, on a combined reading <lf the cxplanation to Scction 17 (3) of Lhc
CGST AcL, rcad with ltr,rlcs 42 and 43 <tf thc CGST Rulcs, it appcars LhaL as pr:r thc
said amcndmcnt 'cxcmpt supplics', as prcscribcd in rcspcct of pzrragraph 8 (a) oi
Schcdulc III, would only includc supply of goods from l)FS at arrival l.crminals. Thc
abovc undcrstanding also linds support from thc agcnda notcs r>{ 47th GST council
rneeting which also clarifics that the intention of thc amcndment is to disallow ITC
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to DFS located at the arrival terminal and by doing so, consequently, to eliminatc
the question of allowing rcfund of ITC to DFS located at thc arrival terminal, as
rcfcrcnccd bclow:

"....h"t uieut of lhis, in orcle-r lo clerLy bt:rLe.f il of re'-funrl oJ'irrytt^Ll lctx c:redtl in re:sp<:c:l

of supphes mcule from Arnucrl D1,-5, the inytut tcrx credtt in respec:t oJ'Arnual DI.^S

may be re,quired to be reuersed under sub-section (2) of section 77, re-ad with
sub-section (3) of the said sec:tion, by including transactions under parcr B (a) o,f
Scheldult: III in the,- ucrlue: of exempt supplll by substitutirtg l,)xplarutlion kt sub-
seclion (3) of section 17 oI CGS']'Act, 2017 as proposed below:...."

Accordingly, thc erpplicant statcd that they would bc entitlcd to zrvilil input tax crcdit
without any rcvcrsal on the proposed transaction.

DISCUSSION AND PINDINGS

7.1 Wc h:rvc carefully considered all the material availablc on record, the
applicablc statutory provisions, the 'Grounds of Appeal' furnishcd by thc applicant,
thc subrnissions madc during thc pcrsonal hcaring. It is sccn that thc qucstions
raisc:d in thc arppliczrtion datcd 07.O7 "2022 lilr:d originally bv applicant carricd thc
lollowing qucrics lor clarilication, viz.,

1. ht lhr,- fctr:ts and cirutmstantces of the cctse, tulLethetr lhe lrcntsfe'-r of litk: of
cloods by the Applicant to ils customers or multiple transfers utithin the
L"I'WZ tuould resull irt bonded usarc:house transaclktn coue:-re:d under
Schedule: III of the CGS'I'Ac:t, 2017 r/tu CGST Amenriment Act, 2OlB?

2. Whether thr: lnte:qraled 'l-ax (IGS'I) Circular IVo. 3/ 1/ 20l B dated
25.05.201 B is ctpplicable b the present factual situation?

I-lowcvcr, in vicw of thc fact that thc Circular No. 03/01/2018-IGST datcd
25.05.2018 was no longcr in voguc, having bccn rcscindcd by Circular No.

05/01/2019-IGST dzrtcd 01.O2.2O19, and in vicw of thc rcmand dircctions madc by
tlrc AAAR in thcir Ordcr datcd 20.12.2023, i.c., "'l'he AAI? slnuld excrmine, afresh
utlLether the ar:tiuities proposed to be underlaken by the Applicant are couered bA

e:rin1 8(a), B(b) oy ary1 olhqy elnlry in Sche:dule III of CGSTAct, 2017 or othertuise. All
eLSpects olthe motter are kept W r:ision b!/ the: ANl.", tlrc :rppliczrnL rcphrascd
thc qucrics for answcr as follows :-

1. Wh.eth<:r in |ttr: facts rntd c:irc:urn^startr:es the actiuitiezs cuul lro.rusctr:lions tuctuld

fcrll under pnraqrcrpLt B(cr) or B(b) of Sche:dule III oJ'CGS'I' Ac:t anul re'-nutin rnrt-
taxable?
2. Wtetlter irrespex:tiue of tlrc cu:tiuities and transaclions fctllingl under paragraph
B(a) or B(b) as aforesaid input tax credit would be auailable witLLout arul
reuersals since ruo prescription hias been notiJietd for purpose of llxplanation (ii)
belout Se,-c:lictn- 17(3) of C{}S']'Ac:t?

7.2 As rcgards thc lirst qucry, Thc AAR in thc original ruling datcd 20.06.2023
had opincd that as thc warehouses in question wcrc govcrncd under thc provisiorts
of SEZ Act, 2OO5 and not liccnced under the Customs Act, 1962, thc transactions in
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qucstion will not bc covcred undcr paragraph 8(a) of the Schcdulc III of Lhc CGST
/\cL,2017. Thcrcforc thc moot point for considcration is thc whcthcr thc transf'cr ol
titlc of goods storcd in FTWZ by thc applicant to its customcrs in DTA or mulliplc
trarnslcrs within thc l;'TWZ, bcforc thc goods arc actually clcarcd into DTA lor homc
consumption, fall within thc scopc ol tt(a) or 8(b) of thc Schcdulc III ol Lhc CGS1' Act,
2017.

'/.3 it is sccn that thr: Applicant has submittcd thc flow of Transaclion in FTWZ
in Lhc original arpplication as dctailr:d bclow :-

. 'l'hr: Applicarrl sct:trrcs spacc in t,hc lrTWZ lor a lcc to storc llrc irnportcd qoods
from a unit holdcr. 'l'hc Apphc::nt cxocuLos rcqrrircd lcasc ngrccmcnt with thc
FTWZ unit holdcr and dcposits the goods lrom thc port by liling I3ill oi BnLry
(BOE). FTWZ, owncd and operated by indcpcndcnt third party mcrcly clcars
and warchouscs thc goods importcd. Thc FTWZ shall collcct warchousing
chargcs lrorn Lhc Applicant.

. On rcccipt of purchasc ordcr lrom thc customcr, thc Applicant placcs arrr

ordcr with thc ovcrscas supplicr lor rcquircd goods. Oncc thc goorls arc
sl-rippcd, thc Applicamt intimatcs thc FTWZ unit holdcr and providcs copy ol'
thc purchasc ord.cr zrnd othcr documcnts lor clcarancc ol goods lrorn thc port
emd storagc of thc samc in !'TWZ. Thc FTWZ unit clcars thc goods frorr thc:
porL by liling l3ill of Ilntry on bchzrll of'thc Applicant arnd sLorcs [hr: s:rtnt; irr
thc warchousc.'lho FTWZ unit hands ovcr Lhc import invrli<-r'ar-r<l olhr:i-
nccossary documcnts to thc Applicant. Thc I,"|WZ unit docs not p?iy an'r,
import riuty on clcarancc lrom thc port.

. 'l'hc Applicant Lransfcrs Lhc titlc ol goods to customr:r undr:r Lhc covcr of an
invoicc.'l'hc customcr shall r:ithcr clcar goods from Lhc F'TWZ r;r shall rnal<t,.
lurthcr transfr:r of sltcl'r goods lo othcr custorncrs. It is impr)rt?lnt to noLc l.h;:t
t:rrcry lranslcr ol tiLlc ol goocis docs not rcsulL irr physic"ri dcfivcry ol goods.
'l'trc goods sharll continuc to rcmain in IITWZ unit hoidr;r till Lhc linerl
customcr files BOtr and clcars goods from FTWZ. Thc Applicant wishcs Lo
highlight that multiple transfers arc madc whilc goods arc lying in FTWZ.

. Thc final customcr, produccs transfcr of title documcnt and filcs BOB for rc
warchousing (SEZ) / homc consumption (othcrs) and clcars thc goods from
thc Ir'fWZ. r\t lhis juncturc goods arc rcmovcd lrom thc warchousc and is
Lakcn to thc prcrniscs ol thc Customcr.

7.4 l,'or facilitalion, thc rclcvant provisions, vtz., paragraph 8(a) and 8(b) ol
Schcdulc III of thc CGST Act, 2077, are rcproduccd as undcr :-

B(cr) Srtpply o.f utarehousr:ri glooris to arul person be'-fore clearanl:t: .[or h.orne:
cxtnsunrytlion.;

B(b) Supply of goorls b11 lhe: consiqnee: to anLt othezr person, bg endorsentent of
rloc-urnr'-rtls of title to the'- qoods, after the goocis Ltaue: be:e:n dispcttche:-d from the
porl oJ'oriqut lctcate,-ri ortlsirie: lndict Lnil before r:le:aranc:e fc;r home: cxtnsuntpticttt.";

llxplanatiott 2. I,\tr the: purposes of pctrag1raph B, lhr: e:xpressiort warehoused
{lgods shall haue tLLe sctne ng as assigned to it in the Customs Act, 1962.

Accordingly, as pcr Scclion 2$al of thc Customs Act, 1962,
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"(44) "warehoused goods" means qoods deposited in ct

And. as pcr Scction 2(43) ibid.

LUarehouse"

"(43) "warehouse" means a public warehouse licensed or a
priuate utareLnuse licensed under section 58 or a special uarehouse licensed
under section 58A."

7.5 Thercforc, as pcr thc dcfinition of karehouse', as in thc Customs Act, 1962,
<rnly a public warehousc liccnscd under scction 57, <tr a private warchouse licenscd
under section 58, or a special warehouse licensed under scction 58A, is seen to
have been covered. Inspite of the same, the appliczrnt is of the opinion that there is
no inconsistency between thc provisions of the Customs Act, the SEZ Act ernd the
SEZ Rules with rcspcct to warchousing, in view of the provisions o[ Scction 2(zdl of
thc StrZ Act, 2O05, which startcs that zr11 othcr words and cxprcssions used but not
defined in this Act, shall h;rvc thc mcanings rcspcctivcly assigncd to thcrn in Lhosc

Acts, and it reads as under :-

"(zrl) all ptrbet W.ptc1;-S,tl!1-expressions used and lqt defrLsd j!t-lhti-; Ac1 but
defined in the Central llxcise Act, 1944 (1 of 1944), tLLe Industries (Deuelopment
and llt:gulation) Act, 1951 (65 of 1951), tLrc Income-tax Act, 1961 (43 of 1961),
the: Customs Act. 1962 (52 of 1962) and tLrc lioreign'llade (Deuelopment and
Ilegulation) Act, 1992 (22 of 1992) shall hnue the meanings respectiuelll
qg-Slglled to them tn those Acts."

7.6 Accordingly, ihc npplicant opincs thal the transaction/activity in thc instant
casc gets covered undcr paragraph 8(a) of Schedule III of thc CGST Acl, 2017.
Howcvcr, thc applicant is of thc opinion that alternativcly, the said transaction alsr>

gcts covered under paragraph 8(b) of Schedule Ill of the Act, ibid, as thc provisions
of thc paragraph 8(b) also gets satisfied. It therefore becomes imperative to analyse
ernd fix as to whethcr thc said transaction gets covcrcd under paragraph 8(a), or
undcr paragraph 8(b) o1'Schcdule III of thc CGST AcL,2017.

7.7 To bcgin with, wc intcnd to takc up Lhc provisions of paragraph 8(b) of
Schedulc III that rcads as " B(b) Supplg of Eoods by the consignee to any other pr'-rson,

by endorsement of documents of title to the goods, after the goods haue been
c1u>polsltE_djl9r!_l,m1hE_p9rt pJ pngry laga.tgd,gutsrdeJf.dia but before clearance for home

consumption. " It is to bc notcd hcrc that thc above provision spcciiically relers to the
term 'by endorsement o[ documents' in absolute terms, and not just 'transfer of
titlc' in gcncral. Wc arc thcrcfore of the opinion that thc term 'by cndorscmcnt'
assumes significance in the context of the instant case.

7.8 In this regard, it is scen
authored by Dr. S.S. Kundu, thc
discusscd as bclow :

" 1.9 DNDORSEMENT

from the 'Principlcs of Insurancc and Banking'
tcrm Endorsement' and its propcrtics has bccn

'l'ht: tuord 'endorsement' in its literal sense meens, u.tntingl on the back of an
instrume:nL l)ut under the Negotiable lnstrumeris Ar:t it trLeetts, the writing of
one's nqtrle on the back of the instrurnent or ang paPer qttached to it
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usith the intention of transferring the rights therein. 'l'hus, endorsetmenl is
signing a neqotiable instrument for the purpose of negotiation. I'he: persorL tuho
effects an endorsement is called an 'endorser', and the person to u.thom
ne'.gotiable instntme-nt is transferred by endorsement is called the 'endorsee'.

Essentials oJ a aalid endorsement
'I'he follouting ere the essentials of a ualid endorsement:
1. Il must be: on the instntment. I'he endorsement maA be on the back or face
oJ tbe_ilfunrytl s4dJI_!!a_sps,c-eJile|1_o4 tlrc-r1t:sfitLlertLitr ryraq be rTladeptl
a separate paper attached to it called allonage. It should usuallg be in ink.
2. It m4st be ry-qflg b11 lhe mqker or hBfCTe.f of thq jrystrymenl. A stran-qer ccrnnot
endorse it.
3 lt ttutSl be. gjgrye-_Q b_g _tbe _eldpfSgl'. ltull name is not essential. Initials marl
sufJice. 'l'humb-impression should be attested. Signature mall be rySde_e!, a.Lg
pqrt qJ thS'-_it-t>truryte_ry!. A rubber stamp is not accepted but the designation o.f thet
holder can be done bg a ntbber stamp.
4. Il may be rnarTe e-ithe'-r by the- erudorser merelq siqninq his nctme on lhe
inslruntenl (il is a blanlt entirtrse:mr:nt) or bq ctntl rtords shotuinq ctn inle,n.liort to
e-ndorse: or transfer the instrument lo a speciJie:d persorl (it is an e,-ndorse'-rnent in
full). No speciJic form of utorcls is prescibed for an endorsement. But intention to
transfer must be present.

7.L) Wc noticc lurthcr tl-r:rt thc phi-asc, 'documents of title to goods' zrls<t ,.'urrics
a spcr:ific mcaning and as pcr Scction 2(41 <tf thc Salc of Goods Act, 1930. thc lcrrn
'documcnts of titlc to goods' is dcfincd as below :-

"(4) "document of title lo qoods" includes a bill_of_laclj4g, dock-warrcutl,
utctre'-house lv:r:pe:r's ce:rtificale, tuharfingers' certificate, raihuatl rc,cerpl ,

mullimoclol lransporl document, utarra.nl or orcTe:r .for lLrc: de:liur:ry of eoods and
aru1 othe:r documetnt used in the ordinctru course oJ- busine:ss crs proof of the-
possession or corirol of goctds, or authorisinq or purportinq to authctise, !.-lther
bg endorsemeltL _q,_b!/ dr:liue:rq, th<: possessor of the: docunte,-nt lo trctnsfe:r or
r e- r: e,-i u e 

91 o o tl s t h e: r e: b q r e p r e s et n.l e c7 ; "

7.1O On a conjoint rcarding ol thc phrascs rcfcrrcd abr)vc, along with its propcrlics
and spccifications, i.c., "by qn{orsclp_c_q!" and "dq2q11mcqts- <21 !!tlc to- thc gqr<rds", iL

bccomcs clcar that thr-- activity rclating t<-t "Supply of eoods, bt-t endorsem.enl of
rlocume'-nts of titk: to the qoods" as enun-rcratcd under para 8(b) of Schcdulc III of thc
CGST AcL, 20 l7 rcfcrs to thc modc of transaction for a spccilic activity, as againsl
Lhc przrclicc adoptcd for normal salc transactions. F'urthcr thc sccond part ol phr;rsc
forming part of paragraph 8(b), i.c., "gJ!-e-r_th& g.olLds hqu_e- bg:q11 dlSpqlqheCl_frornthe
porl of oigin located outside India but before clearance for home bonsumptktn.",
points to a situation whcn thc goods lic midway, or, arc in transit. Idcally, whcn a
'High Sca Salc' takes placc, '8i11 of lading' normally bccomcs thc crucial documcnt
that could bc subjcctcd to cnd<)rscmcnt. Wc arc ol thc opinion that this is prcciscly
thc rcason as to why paragraph 8(b) ol Schcdr-ric III is conccptually linkcd to 'l-ligh
Sca Saic'.

7.11 Wc lurthcr lind that thc zipplicant in para 2.i> r>f thc applicaLion lor advancc
ruling havc sLatcd as lollows :- "Th<,' Applicant [q4slcrs__thqllt_!e,,ef goods Lo
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customer under the covcr of an invoice.". The document in the instant case being
an invoicc, the samc is to bc trcated as a proper d.ocument for sale, whcrcby a

straightforward 'transfer of titlc' through an invoice happens betwcen thc appliczrnt
and the customer in respect of the transactions in question. Accordingly, it becomes
clear that the transaction involved in the instant case is to be considered as a mere
'transfer of title', and it cannot be treated as a case of " Supplg of goods, by
eryllofseryeqt of dp9:.U9_frg_-ot_ttle_!S_ the gseds", by any means whatsoever. We

arc thcrclrlrc of thc opinion that thc transaction in qucstion, docs not gct covcrcd
undcr paragraph 8(b) of Schcdr-rlc III olLhc CGSTAcL, 2017, as il is rncant to covcr a

specilic situation/activity in thc nature of 'High Sca Salc'.

7.12 Once the application of paragraph 8(b) of Schedule III of thc CGST Act, 2077
lo thc instant casc is cffcctivcly rulcd out, it becomes imperativc to examinc as to
whcther the provisions of pzragraph 8(a) of Schcdule III of the CGST Act, 2077, viz.,
"Supply ol !ryeleh-o.r:1sg!_ gqodC to any pcrson bcforc clcarance for homc
consumption", applies to the instant case or not.

7.13 In this regard, we observc that as discussed already abovc, thc definition of
tarchousc' as in the Customs Act, 1962, gets restricted to thc Customs bonded
warchouscs undcr Scctions 57, 58 and 58A of thc Act, ibid. At this juncturc, it
bccomes imperative to take note of the lact that while SEZ is considcrcd as a duty
frcc enclave in simple terms, and FTWZ is one category of SEZ that specializes in
warehousing and trading operations. The definitions of SEZ and FTWZ under the
SIJZ Act, 2005 arc rcproduccd for facilitaLiort, viz.,

"2(za) "special Economic Zotle" means e:ach Sper:ictl lirxtnomic: Zone: rrctiJied
under the prouiso lo sub-st:ction (4) of st:ctbrt 3 and sub-sec:tictrt (1)of sec:lion 4
(incfuding l*ee'lYade and Warehousing Zone) and includes an existing Special
lic:onomic Zotte'"

"2(rt) "Free Trade and Warehousing Zone" means a Special llconomic Zone
wherc:in mainly trading and utarehousing und olher actiuitit:s related lhere:to
are caried on;"

7.14 Further, Sections 3 and 6 of the StrZ Act, 2005, contains the lollowing
provisions involving thc term/activity of tarehousing', viz.,

"3. Proce:dure for mctking proposal to establish Special licxtnomic Zone. (l) A
Special llconomic Zone,- rnay bel extcrblishecT undetr this Act, either loirttly or
seuercrllt,l by the Cenlrcrl ()ouernment, State ()ouernment, or crny person Jbr
rnanufacture o.f goods or re'-nderinq seruices or for both or crs a liree 'lYade anrl
Wq.rehousing Zorrc:."

"(>. l)ro<:essingl ancl nott-pro(:essirttl ctreas. 'l'lx: areas fallirtg1 utitltirt the: Spec:ia.l
llcorrcrnic Zone,-s rLatt be r7e-rnctrccrted b11 tLtr: Cetnlrql Oouentmeri or any ctuthoittl
spe:c:i.fied blt il 0s
(a) the processinq ctrecr J-or setting up Units Jbr actiuities, beinq the mcrnufacture:
of goods, or rendeing4 seruices; or
(b) the area exclusiuely for tradinq or warehousing purposes; or
(c) the non-processin"g crreas for actiuities other than those speci.fie:d under c:lause'-

(a) or clause (b)."
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7.15 And, as far as thc provisions of SEZ Ru1cs, 2006, arc conccrned, thc follov.rine
provisions that involvc thc tcrm karrchousc', attracl, alLcntion, viz.,

27. Import and Procurentent, -

(1) A tlrtit or Deueloyter mau import or procure frorn the: I)orne:sttc,'l'aifl'Arect
utithout payment of duty, taxes or cess or procure from Domestic 'l'ariff Are-a afte:r
auailingl export entillements or procure from other Unils in the same or ol.he:,r
Special licomtmic Zone or from lCxport Onented Unit or Softutare T'echrtoloqg Parlt
unit or lik:ctrctn.ic I la.rduare: 'l'echnology Park unit or Biotechrtologly l)ark ttrtit, or
Asfshott1e all tplpe: o.[ g1oor7s, tncluding capital qoocls (ne:u or s<:conri hand), rcnl
mateiuls, sem.i-fin.ished qoods, (including semi-Jinished .Jeu.te:llerg) component.
cxtnsumables, spares qoods and mateials for makinq capital qoocis require,-d.for
ctuthoized operations except prohibite:d items un(Ler the Import 'l'radr: Conlrol
(Ilarmoniz.ed System) ClassiJications of Dxporl and Import ltems.

27 (7) 'l'he- qoods ctlreacfiT importe:d or shipped" or ctrriued be:.fore the issrrc- of Lette:r
of Approual shall be: eliglibk: for duttt fre:e clearance prouicier) custom^s cluttt Ltcts
nol bee'-n paid and gloods haue not been clearecl from Cilsloms or clearr:ci and
Stlcrcx:c7 in the: Bonded Warehouses.

..)8 (4)'l'hc IItril ttr l)r:uelrtper ttqrJ ulso pror:.ut'e, qoocls rc:cytire:d fbr lhe: r.tr.rl'norized
o1x-:rcl1ictrts, r.uill'utril Stuqrne-rt.l ol ciut11, ji'ont lrdern.ol.iortcLL lixhibiliotts Lrc:lcl t.n ht.clin
rtr front bgry$ed tt stgholsgg se:l tLp unrTer l.he l;oretqrt 'liacle l)olicy and und(.r
the Custom^s Act irt lhe Domestic 'l'aiff Area;

7.16 In its most fundamcntal scnsc, a bondcd warchousc is onc ol thc typcs ol
warchouscs sanctioncd by customs authorities, spccilically dcsigncd to housc
importcd goods without thc immcdiatc burdcn of import dr-rtics or taxcs. This allows
busincss cntcrpriscs to storc thcir goods without paying duties until thcy arc rcady
to bc relcascd into thc domestic markct. On thc othcr hand, in non-bondcd
lacilitics, dutics on thc itcms importcd and kcpt, arc already paid for. Accordingly,
thc bondcd warchouscs and unbondcd warchouscs dillcr signilicantly in tcrms ol
tax stiltus.

7.17 Howcvcr, it is Lo bc notcd hcrc that warchouscs as discusscd r,vithin thc k:g:rl
framr:work ol StrZ/ltTWZ, arc nothing but 'bondcd warchouscs', vcry mur;h akin Lo

'<;ustoms bondcd warrchousc:s'. Furthcr, wc obscrvc LhaL thcrc is no inconstancy
bclwccn thc provisions ol thc Customs Act, thc SEZ Act and thc StrZ Rulcs with
rcspcct to warchousing. As pcr rtrlc 22 r>f Lhc SEZ llulcs, cvcry StiZ is rcquircd to
cxccutc Bond cum-l.cgai Undcrtaking ("BLUT") in Form 'H' of thc SEZ Act with thc
Customs authoritics to avail thc bcnefit of duty-free clcarancc. It is to bc notcd hcrc
that though thc Form 'H' is prcscribcd undcr thc provisions ol SEZ Act and Rulcs,
Lhc 'BLUT' cxccutcd by any StrZ is prescntcd beforc thc Customs authoritics as thc
duty bcnclits providc.'d for, arc rclatcd to thc Oustoms Act. Thc fact that thc BLU'I
form is acccptcd .rnd signcd by thc Officcr of DcvclopmcnL
Commissioner/.Joint/Dcputy Devclopmcnt Commissioncr, and also by thc Officcr of
.Joint/Dcputy/Assistant Commissioncr of Customs, corroborates thc lact that thc
proccdural requiremcnt under the SEZ Act and the Customs AcL travel togcthcr
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without any inconsistency. Further, the 4tt, para of the BLUT form and para 3 of the
Conditions of BLUT form, rcads respcctively, as bclow :-

"And tuherecrs lhe oblig1ors c:ctrt cleor duty frerc irruporled c.toods Jrorn ports or
airports or inland contctiner de-pots or spe:cifie:d lat'td custom stcttictrts or customs
warehouse or intentqtional exhibitions heki in lndict, as lhe cese maA be, for
admission into the Specicrl licoruomic Zone"

"3. Wr:, the obligors shall furnish to thrz 4.::qrS1qZtl Qgmmi,s5ic1nc-r of Cltstoms or
DeputA Cornmissktne:r td Customs, as the cose mcLA be, at port or air-port or
inland corttainer depot or lctnd customs stations or q lqqqehpyss euidence to his
scttisfaction within a period of fortg-fiue days from the dale of dispatch from any
Wstghouqg or unit that the said goods haue: dultt arriued in our unit in the-
Strtectal l,)conomit: ZorLe. "

It could bc seen frorn thc abovc that an intimation is rcquired to bc furnishcd to thc
Assisternt/Dcputy Commissioncr of Oustoms, about thc zrrrivai ol goods in SEZ, and
that thc 'BLUT' forrn rcfcrs to 'Cus!o141 Wqrchouqcl, 'a ryaqqhouscJ and 'any
tyqtqlrqqs-c:', and thcrcby al1 typcs of warchouscs stand rcfcrr:ncr:d.

7.18 lrurthcr, wc r-roticc that thc provisions ol Rulr: 28(l ol tlrr: SM Ilulcs, 2006,
rcards as,

"28 (4) 'l'he Unit or Deueloper maA also procure qoods required for the authoiz.ed
opercttions, tuithout payment of duty, from International l,)xhibitions held in htdia
or from bonded utarehouses set up under the Foreign T?ade Policg and unde:r
lhe CyLqt_oryS Atct in the Domestic 'l'aiff Area;"

Whcrcby, it could be seen that the legal provisions, identify and accomrnodatcs both
typcs of bonded warehouscs, whethcr sct up undcr thc Foreign Trade Policy
(warchouses under SEZ/VT\NZ), or undcr the Customs Act (Customs bondcd
warehouscs). Both the customs bonded warchouses and thc warchouscs undcr thc
duty-frce zones arc spccial warehousing rcgimcs that offer logistics solutions
tailorcd to international trade, each with their own advantagcs and benefits. While
thc customs warehouse stands out for its focus on securc warchousing and efficient
invcntory manargcmcnt, thc warchouscs in duty-lrcc zoncs arc notablc lor ils
commcrciai frccdom and tax advantagcs. In cflcct, both thc typcs ol bondcd
warehouses offcr financial rcspitc to thc busincss houscs in thc lorm of tax dcfcrral.

7.19 It is to bc notcd hcre that whilc thc terms karchousc' and 'warehouscd
goods' have becn defined under Section 2$3) 'and 2$al of the Customs Act, 7962,
thc szrme have not beerr defined under the SEZ Act, 2005. However, Section 2 of the
SEZ Act, 2005, that contains thc dcfinition of certain words/cxpressions undcr thc
said Act, arlso carries a provision under Section 2(zd) <>t thc SEZ Act, which statcs
that all other words and expressions used but not defined in this Act, shall havc
thc meeLnings respectively assigned to them in those Acts, and it reads as under :-

"(zd) all other tuords and expressions used and not detined in this Act but
defined in the Central Excise Act, 7944 (1 of 1944), the tndusties (Deuelopment
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and l?eglulcttion) Ac:t, 1951 (65 of 1951), the- Income-tax Act, 1961 (43 of 19(tl),
lhq: C4stolns Ac\ 19QQ ({>2 oJ ,196? crnd the l,'oreign I'rctde (Detue:lopmenl ctn,cj

l?equLation) Act, 1992 (22 of 1992) shall haue the: rneanings re,\peqtl/{1ll/
q.2g1g1ed to the-m in those Acts."

7.2O In this rcgard, it is to bc highlightcd hcrc that it is quitc normal that any
definition providcd under any Act would bc naturally designcd to servc its own
purposc, and not with an intcnt to catcr to any othcr AcL rlr situation. Wc notr: t-fiert

this is prcciscly Lhc rcason, thc 'ovcrriding' naturc thc SEZ Act, 2005 providcs ovr:r
runy ol-hcr lau,, through SccLion 51 oltl-rc Act, ibid, comos in to tnkr: <;errc olany such
inr:or.rsisLurc;ir:s. r.rnclr)r an-v othr:r. li.rw. Iior ii-rciliLaLiorr, t.l-r<: provisions r;l Scction 5l is
rcprodur<:cd as undcr:

"5L. Act to haue oaerriding effect. -'l'he proutsions of this Act shctll LLaue

elfect notwithstanding angthing inconsistent theretuith corytainecl in ang
other law for the time being in force or in ang instrument hauing e-ffect by uirfite:
of any laut othe,r lhcrrt lhis Ar:1."

7.21 Wc obscrvc that by way of Circular No.19/20.l6-Customs datcd 20.O5.2O16,
on thc subjcct "Allotmcnt of Warchousc Codc for Customs Bon-dcd Werrchouscs", Lh<:

Ccntral Board of Excisc and Customs in para No.1 statcd as follows '.- "l'lease re_fe:r

lo lhe: ch.cutqes m.ctdr,- in the l,'in.ance Act, 2016 to sltifi totuarrTs re:corcl base<i c:onirol
t,yillt ygspg:-5|_1oEo_l_tded_WsLebo,4sel. It is propose-rl lhal 9y1r:h q1gyq.hg2u53, bf:-c;llpl|r:c!
u utiquc'- utarehouse codg so thal impoft?-rs cctn declare the utq.re_hottse n1 utLriclt
gqocLs-s!_tSA_bS. depfryrle'.d, qyf_thr,- ittts:benLb_tll_pJ_e11flL_S!e99. " lt has arlso bcr:n
cxplaincd in lhc Annr:xurc Lo thc said Circular about tkrc gcnr--r;,ttion ol gight {ligit
Wafqhq_l].Ung C_odq, whcrcby ttrc lirst 4 characlcrs indicalcs thc trDI port ol
rcgisLration, thc lilth charactur lo dcnotc thc typc of warchor.rsr: arrd 1,hc sixth,
st:r,cnt-h and cightlt chari.lc:Lr:rs;rrc running numr-'ric s<:rii-il nurnrbcr-s.

The User Mzrnual on 'SEZ Wcb
of Entry, viz., 7. ltyp_c- BQE :-
Sa,lcs - Trading). Thc Mernual
glctails' pcrtaining to thc import
wcb form.

Forms' by ICEGATE 2.O prcscribcs two typcs of Bill
SEZ BE (FTA-SEZ) and, 2. T typc BOE :-SEZ (DTA
furthcr prescribcs that '(icncral and Warehouse
is required to bc provided in Scgmcnt- 1 ol thc said

'fhis apart, thc Dircc:toratc Gcneral of Systems and Data Managcrncnt through para
No.2 of thc Advisory N<>.32/2023 datcd 23.12.2023, has startcd ils follows : "ln.lhis
reqard,modificationshauebeenmudeintheSystem,for@e)]l![
psLehoUqe gede by the: importer at th.e time of filinq ifrp-bqttd biil of r!!ru. A chr:ck
has also bee'-n place:d. irt the- Syslr:rn lh.at a.L t.hat l.ime of r:lect.ranc:e: of warehouse bill
oI_gJ&lg, thr'- tucrre:house: cocie me:ntktnezcl shoulcl bt: ctctirrc arvl uctlirl."

7.22 Accordingly, it could bc sccn that thc allotmcnt ol cight digit warchousc codc
for Customs Bondcd warehouscs in cflcct extcnds to othcr b<lndcd warchoust:s
undcr SEZ/FTWZ as well, and thc schcmc of 'Intcgrartion ol StrZ cargo dclivcry
systcms through SEZ onlinc with Customs EDI System (ICBS)' lurthcr provcs thc
fact that thc procedural rcquirement under thc SEZ Act and the Customs Act are
incxtricably intcrwovcn that they arc bound to travel togethcr without any
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inconsistency. Normally, thc 'into-bond bill of entry' is iilcd as 'E1l!_pl_Ett!ty&l
Warghousing', irrcspcctivc of thc lact whcthcr thc importcd goods arc brought to a
'Customs Bondcd Warehousc, or to a FTWZISDZ warehousc. Evcn in thc cvcnt of
considcring thc dcfinition of harehousc' as in the Customs Act, 1962, as an
anomaly or inconsistcncy, thc overriding effect that Section 51 providcs to thc SEZ
Act, 2005, obviates the anomaly, if any.

7 .23 Undcr thcsc circumstanccs, wc nrc ol thc opinion LhaL ar 'F rcc Tradc
Warehousing Zofle', as thc name suggcsts, is a bondcd prcmiscs providing
warchousing fzrcility, much in parity with thc bondcd warchousc undcr thc Customs
Act. Furthcr, when thc goods are imported and brought into a FTWZ unit, thcy arc
basicaliy warehouscd first and thcn traded or subjected to othcr authorized
opcrations as thc caso may bc. Wc noticc thal thc applicant's <1ur:rics for ;rdvanr;r:
ruling in thc inslanL casc is rcsLrictr:cl to Lhc first slagc, i.c., whcn lhc importcrl
goods arc supplicd to any pcrson bcforc thcy are clearcd for hornc consurnptirln,
whiic thcy sti1l rcmain warchouscd. Accordingly, wc arc of thc considcrcd opinion
tlrat tl-rc provisions of 8(a) of Schedule III of thc CGST AcL, 2017, viz., "Supply of
warchoused goods to any person bcfrlre clcarancc for homc consumption" applics to
thc instnnt casc.

7.24 As fir,r as Qucry No.2 of thc applicant's application for advancc ruling is
c<rnccrncd, wc noticc that thc samc reads as, "W|tether irrespectiur: of thr: ctt:tiuities
and lransactions fallirtg under paragraph B(a) or B(b) as aforesaid input tax r:redit
tuould be eueilable utithout onll reuersals sirtct- no presciptiort hcrs be:en notifie:d for
purpose of l,)xplctnation (ii) below Sec:lion 17(3) of C'GS'1' Ac:t?". In this rcgard, wc
obscrvc that thc provisions of Section 17(2) and 17(3) that tzrlks about
apportionmcnt of crcdit in such situations whcn a taxablc pcrson cffccts ta.xable
sr-Lpplics as wcl1 as cxcmptcd supplics, rcetds as bclow,

"(2) Where- lLrc qoods or seruir:es or botLt are used b17 tlrc: reclislere:c) persotL pefl!A
fuL sjkgtllry*tqZsble sypph1s itu:ludirut zero-rcrlr:d suStpltr:s unc)e:r tltis Ac:t or
unde:r the Integrctted Goods and Seruices 'l'crx Act arud pgrllv for etecting exempt
supplie'-s unde-r thet said Acts, the: ctmount of credit shall be: restrictr:d to so rtuc:h
o{ the input tctx crs is attributable to the,- said taxable supplie:s includinq zero-
rrtle,cl supplies.

(3) 'l'hr'- value of exempt supplg urydqr sub-se:ction (2) shctll be: such cts may be
prescibed, and shall include supplir:s on which the recipient is liable to pay tcrx
orL reuerse charcle bcrsis, trantsactions in securities, sale, of land and, subje:ct lct

c:lnuse (b) of pctragraph 5 ctf Schedule II, sale of building."

7.2!'; Prior to thc amcndmcnt to Scction 77 <tf thc CGST AcL, 2017, carricd out
undcr thc Finance Act, 2023 (B <tf 2023\, thc cxplanation to sub-scction (3) ol
Scction 17. rcad as follows :-

"llxplancttion. lior the purposes oJ'this sub-ser:tion, lhe expression "ualue of
exempt supply" shall not include the ualue of actiuitit:s or transctr:tions spec:ified
in Schedule III, exggpt_ lhpse specitie_d tn pq_f-qgfaph_ 5 .oI the did
Schedule;"
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LJndcr S<:r;tion ll]9 ol thc l.'inancc Act, 2023 (8 of 2023), an arncnc-lrrront to Sc<;Lion

i7 of thc CGST AcL,2O17 has bccn proposcd as lollows :-

"In section 17 of the- Central Goods and Seruices Tctx Ac|
(a) in sub se,clictn (3), in the- Iixplanation, for the: tuorris crn-rl .fiqrr<: "exceDt

those speciJied in paragraph 5 of the said Schedule", lhe: rttiloruirrrl sholl bc:

s u b s tttu.te'- d, na nrc,- I g :
"except, -

(i) the ualue of actiuities or trctnsctcliorts spectfi.erT in paraqrctplt it
of t|rc sairi SclLeclule; crnd

0A the ualue of sttch ctctiuities or trctttsocliorrs q9 7U1JJ Dq
prescribed in rc:s;te,-r:t of clausg (a) of parqgraph I r1[ llu: sr.tii]

oSEly:rLtk. ;"

'l'hc said arncndmcr)t camc into forcc from 1 .10.2023 onwards [y way ol Notil-ic::Lion
No.2Ul2o2lJ-Ccntml 'lax datcd 31.O7.2023, whcrcby aparrt frorn parrngrapl-r ll ol
Sr:lrcdulc III, lhr: activitics ()r transaclions rcfr:rrcd Lo in clarusc (a) oi pi-rri.rgr-aph 8
r,','crc r,tii;o 1() f)c t.r'catlr;r.l lrs "oxorrlF)t st.t pplics":lrtd nr.,1 irs "norr sr..tp;itiit::r". I'hr: inoo'r
p(rinl for corrsidcralrorr hr:rr: is LhaL oncc arl arctivity/LransercLion is considcrccl ?rri i.li-)

'cxcmpt supply', it arttracts thc proposition ol apporlionmcnt ol crcdiL, as provicl<-'rl

for undcr Scction 17(21 ol thc CGST Act, 2017, whercby thr: credit on input tax thi,rt
is atLribr-rtablc to cxcrnpt supplics is rcquircd Lo bc- rcrrcrsccl.

'7.26 At this junclttrc, wc noticc Lha.t thc phrasc "as may be prescribed" in t;l:irrsr:
(ii) ol Lhc Lixplanartion lo sub sr:ction (3) of Scction 17, as abovc. <'arrics lsigrrifi<:ancr:.
as it nr:ccssitatcs a rccoursc to thc CGS'| Rulcs madc thcrcundcr. In 1-his rr:g;rrd.'*,c
noticc that pi:rallcl to Lhc amcndmcnt to Scction 17 <tf t.hr: CGST A.ct, 20 17, ar-r

arncndmcnl. (on thc rccommcndations of thc GST Councii) , has also bc<:n rriadc Lo

CGST IRulcs. 2O17, by way ol inscrl,ion o[ "Explanation l'," aitcr srii'r-nrlc (5) to tilrlr:
43 ol Lhc Ritlcs. ibid, as providcd undcr point No.7 of Lhc Notilication No.l38/20213
Ccr-rtral 'lax dalcd 04.O8.2023, that rcads as br,'1ow :-

"7. Irr |l'te sr:iir-l iir&:s, in. ntle: 43, aftr:r stLb rutle (5),
(cr) irr lixplattcrlion I , clcutse- (r:) shall be- ontitlc:r1;
(b) ctfte:r lixplanation 2,, 1tfl,]1 9lJe9:!-trqrtrllry Ls.t dsU_ r{ QcTpber, QQQ_!1, tlrc1

folloutin.g lixploncrtiory shgll b_e: in_sq.rtg:d, ruarnelq: -

"Dxplanation 3:- l,-or the plfipose of ruk- 42 _aryl this ryLk, the Ualue of
q9t!n49s or trq.ngactions mentioned in sub-paragraph (9t) of
pqtsgrsplr_€_g.f Sshe&il-e_ElL5f_lheAct rphights_r9gltued_lo_ be urcluclezd
i1L!!te- pcrlue ctf e.xeryp-tsl4pphes under clantse (b) il the llxplartatiort to sub"
secliorz (3) o-f serctiort 17 of the: Act S_bqll_ belhe uqlUp-gf;Ut_ltp|t pJ':fXr7s
Jipttt Outg lree $13-op_s_ at arrtu,a_l_lerUlUll UL Ul19!_tlltt_trlr..ttl_utrperlyl<t !!tr:
inco rn.i ng1 p cts s et r 41 e:- r s. " .

7.27 Fnrthcr, pcrusal ol the cxccrpts of perrer 7.59 ol the 'Mirrutcs of Lhc 47t
N1r:cting GSTCouncil hcld on 28tt, & 29rh.Junc, 2022', conlirms thc positiorr that lllc
lcgal intcnt bclrind thcsc zrrncndrncnts, is to includ<: ccrlain transacl-ions (strppiics
lrorn 'I)r,tty Ifrr:r: Shops'. spc<;ifically) unclcr parargraph ,3(a) ol Schcclulc III oi CGS'I'
Act in llrc','zrlt.tc of cx.urnpt sr.rpply, lor Lhc purposc ol rr:vr:rsal of approprial,c I'l'C. It'or
laciliLart,iorr, l-lic ri:lcrzanl porlion of thc s?rfirc is rcprodu<:cd as tr<;low : -
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.ii. l,\tr .fulure, there is a need to e:xclude re-Iund in respe:ct of ['I'C on inputs
n'tpul seruices pertaining to Dutg Pree Shops crl Amucrt 'l'e:rrrtinal bg
Sry4djng_EXelgnatiSn to sub-section @ of se oJ'CGS'I' Ac:t py
includina certain transactions under paraaraph 8(g) of scLrcduk: III of
CGST Act in the ualue of exempt supplg. 'l'he Latu Committee recommended;-

b. To amend sub-section (3) of Section 17 of CGS'I'Act, 2017 bu substituting the
existinq explanation uith the explanalion proposed in the Agenda.

r:. Posl amendment in sub-section (3) of Section 17 of CGSI Acl, the supplies
frsm- Wy-free Shops at ariual tenninal to the incoming passengers te-be
orescribed through the Rules so that ualue of such supplg are not
excludedfor calculation of "ualue of exempt supplg" for the reuersal of I'|C."

7.28 Under the facts and circumstances of the casc, we are of the considered
opinion that rcversal of proportionate input terx credit of common inputs/input
scrviccs/Capital goods is not warranted at the hands of the Applicant in tcrms of
thc amcnded Scction 17(3) of the CGST AcL,2077 read with Bxplanerlion 3 ol Rule
43 of thc CGST Rules, 2017, evcn whcn the activity/transaction in qucstion is
covercd under paragraph B(a) ol Schedule III of thc CGST Act, 2017, as long as it
docs not relatc to supplics lrom 'Duty Frcc Shops' at arrival terminal in
international airports to the incoming passengers.

fl. In view of the detailed discussion supra, we rule as under.

BUI.IUG

1. ln thc lacts and circumstanccs of thc case, thc transfcr ol title of goods by
thc Applicant to its customcrs or multiple transfers within thc FTWZ gets
covcred under paragraph 8(a) of Schedule III of the CGST Act, 2017, and
remain non-taxable.

2. In the facts and circumstanccs of the casc, thc applicant is not required to
rcvcrsc any ITC r>f common inputs/input scrviccs/Capital go<tds, cvcn whcn
thc activity/transerction in qucstion is covcrcd undcr paragraph 8(a) ol
Schcdule III of thc CGST AcL, 2017, as the valuc of cxcmpt supplics in
relation to transaction covercd undcr paragraph 8(a) has alreerdy becn
prescribcd, and it rclates only to supplies lrom 'Duty Frcc Shops' at arrival
tcrminal in intcrnational airports to thc incoming passcngers.

?-,o?-tl
M'

(Balakrishna S)

Member (CGST)
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To

M/s Haworth India Privatc Limitcd,
Survcy N<t. 260 14,
Kiloy Villagc Sripcru mbu dur,
Kanchcr:prl relm,
'l'amil Nadu 602105

Copy submitted to:-

1. Tkrc Principal Chicf Commissioncr of CGST & Ccntral Excise.
No. 26/1, tJthamar Mahattna Gandhi Road, Nungambakkam,
Cl-rcrrnari 600 034.

2. Thc Commissioncr of Commcrcia-l Taxcs,
ltrrl plee1, trzhilagam, Chcpauk, Chcnnai 600 OO5.

3. Thc Principal Commissioner of GST and Ccntral Excisc,
Chcrrnai Outcr Commissioneratc.

Copy to:

1. Thc Assistant Commissioncr (ST),

Sri pi:ru rnbu dr,r r Asscssrncnt Circlc,
Int<:gralccl Salcs'l'aux 13uildirrgs,
(lhcnnai Ilangalorc I Iigh wery,

Varradhar:rjapurarn, Nazrathpct,
Chcnnai 600 123.

2. Mastcr Filc / Sparc - 1.

/ /By RPADI /
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