BY E-MAIL / COURIER

File No.228/2022-Opinion

07.11.2022

M/s. Foxteq Services India (P) Ltd.,

No.28, (N.P.) Thiru-Vi-Ka Industrial Estate, 

Ekkaduthangal, Guindy,

Chennai – 600 032.
Attn.: Mr. Muzeebur Rahaman, Country Service Manager / Mr. Senthilkumar 
E-mail id.:   muzeebur.rahaman@foxconn.com / senthilkumar@foxconn.com

Sir,

Sub.:
Operations under Moowr Scheme – Clarifications – Reg.

1.
Kindly refer to the Team meeting we had on 05.11.2022 regarding the above. Based on the discussions we had, following are the clarifications for the questions raised. 
i. If goods are moved from SEZ to MOOWR (which is GSSD), are there any tariff/tax implications? After the kitting, the goods will be exported to overseas market. 
In terms of Section 30 of SEZ Act / Rule 47 of SEZ Rules 2006 clearance into Domestic Tariff Area from SEZ is permitted. In respect of such clearances duty applicability as per the Customs Tariff Act as well as import restrictions as per the Foreign Trade Policy will apply. As per Rule 47 of SEZ Rules and also Special Economic Zones (Customs Procedures) Regulations 2003 clearance of goods from SEZ can be only on payment of applicable customs duties by filing home consumption bill of entry. The issue is not clear whether goods can be cleared from SEZ under warehousing bill of entry without payment of duty into Moowr warehouse. In this context it may be noted that with regard to the earlier 2019 Moowr provisions a clarification was provided in circular 48/2020 dated 27.10.20 to the effect that there is no bar for these units to procure goods from SEZ/FTWZ as the objective is to enable operations under bond. A copy of this circular is attached. Therefore, it should be possible to procure goods from SEZ without payment of import duties. 
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When the packaged goods are re-exported, there is no duty implication at the time of export or for the import already made. However, if there are any waste or scrap, the same has to be destroyed. Otherwise, if they are also to be removed into the domestic tariff area outside the warehouse, duties have to be paid in respect of the imported material content contained in such waste / scrap.

ii. If the DESH bill is leveraged (which allows domestic shipments from SEZ… DESH is slated to replace the SEZ act in 2023). What are the tariff implications for shipping to GSSD in MOOWR zone after DESH bill kicks in?
The Bill supposed to replace the SEZ Act is yet to be tabled in the Parliament. It is expected that in the winter session of Parliament the same may be introduced. Therefore, at this juncture it will be difficult to indicate anything about the implications of the new enactment which will replace the SEZ Act.

iii. If goods are moved from DTA to MOOWR, what are the tariff/ tax implications for shipping to GSSD in MOOWR zone?
When goods are procured from DTA into the bonded warehouse, all applicable local taxes such as CGST / SGST / IGST need to be paid.

iv. If goods are moved from MOOWR to MOOWR, what are the tariff/ tax implications for shipping to GSSD in MOOWR zone?
From a bonded warehouse working under Moowr scheme, goods can be moved to another bonded warehouse working under the same scheme without any duty implication. Goods have to be moved under transit bond and after receipt of the goods in the other warehouse, the bond/undertaking given in the jurisdiction where the goods were initially moved will be duly cancelled.

v. If goods are moved from overseas, what are the tariffs / tax implications to GSSD in MOOWR zone? After the kitting, the goods will be used in the domestic market.
If the goods are directly procured from abroad and brought into the warehouse working under Moowr scheme, then duty exemptions can be availed. Also, it is to be noted that if the goods are imported from abroad and they are exclusively meant for sale in domestic market after kitting, then, at the time of removal of re-packed goods, applicable import duties have to be paid on the import made and also IGST / CGST / SGST, as applicable, need to be paid on the re-packed goods.
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2.
Between the various schemes, it may be noted that EOU Scheme will be beneficial if heavy investment in capital goods is involved and it is also likely that EOU scheme will be phased out slowly. Free Trade Warehousing Zone is part of SEZ Zone. Between SEZ and Moowr scheme documentation requirements will be less under SEZ / Free Trade Warehousing Zone, whereas under Moowr scheme rigid documentation requirements are applicable. Secondly, on DTA procurement under Moowr scheme local taxes need to be paid first whereas, if it is procurement from DTA to SEZ / FTWZ then that is treated as ‘exports’ and there is no tax liability.

3.
Depending upon the overall business requirements you can decide which will be the best scheme that can be adopted.

4.
Hope the above clarifies your queries. Should you require any further clarifications in this regard, please contact us.

5.
Also find attached our bill towards fees for the conference we had over TEAM meet and for giving the above clarifications. Payment for the same may kindly be sent.

Yours faithfully,

S. MURUGAPPAN

Attached: as above.

sm/ss

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the querist 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.
