OPINION

I.
QUERIEST:


M/s. Sri Energy Valves Private Limited,


SF No.115/4A, Vadugapatti Village,


Illupur Taluk, Viralimalai,


Pudukottai District – 621 316. 

II. 
FACTS:
1.
Parent Company [A] of the queriest in USA has received an Export Order from an Indian Company [C] for supply of goods within India. In turn, the Parent Company [A] is placing an order on the queriest located in India for manufacture of these goods. The goods, so manufactured, instead of being exported to USA and then, supplied back, will be directly supplied to Company [C] locally in India by the queriest.
2.
It is further stated that the Company [C] is a contractor to ONGC and in turn, the goods procured will be supplied to ONGC by [C].
III.
QUERY:


In the above context, the queriest seeks clarifications on the procedure to be adopted and whether the supplies will qualify for exports and GST exemption. 
IV.
OPINION:
1.
In this case, the goods do not leave the country and it appears that these are supplied to a contractor in India for subsequent supply to ONGC. It is not disclosed, as to whether this particular supply to ONGC is covered under any refinery or gas projects to treat the supplies received by the ONGC under “deemed exports” category.

2.
It is also to be seen, whether the supplies made by not only the contractors to ONGC, but also to the sub-contractor by main contractor are covered under the deemed exports category as per the contract terms as well as relevant notifications issued by the Ministry of Finance. In the absence of any such facility, these supplies will be treated only as “domestic supplies” without any export incentive. 
3.
As per Section 2(5) of IGST Act, 2017, “export of goods” with its grammatical variations and cognate expressions, means taking goods out of India to a place outside India.
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4.
Similarly, zero rated supplies, as per Section 16 of the above Act relate to export of goods or supply of goods to a Special Economic Zone Developer or a Special Economic Zone Unit.
5.
In the light of the above definition, applicable CGST or IGST has to be paid by the queriest on supply of goods to the local contractor of ONGC. Such supplies will constitute either interstate sales or intrastate sales depending upon the location of the contractor. It is not possible, therefore, to supply the goods only with E-Way Bill without any Tax Invoice.  
6.
Under the Foreign Exchange Management Act and the instructions issued by the Reserve Bank of India with regard to exports and imports, there are provisions relating to receipt of payment by / from third parties. In the present case, there is no physical import by the contractor or by a third party and also there is no physical export by the queriest. As such, in repatriation of the sales amount by the contractor to the parent company of the queriest as well as receipt of payment from the parent company by the queriest for the supplies locally made will pose difficulties.

7.
A better and convenient solution will be for the local contractor to place order directly on the queriest for effecting local supplies. 
S. MURUGAPPAN


Sm/er

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the queriest and further based on the laws and rules prevalent as on date and the understanding of such provisions by the author and is meant for the private use of the person to whom it is provided without assuming any liability for any consequential action taken based on the views expressed here.
