DEPARTMENTAL ORDER

Sub.: Standard Operating Proéedure for verification of 1GST refund
claims and other related aspects — reg.

Please find enclosed a office note in F.No. S.65/08/2019-20—CCU.Cus
dated 05.07.2019 from CC Unit enclosed therewith a copy of CC Office letter
dated - 03.07.2019 and CBIC, GST (Policy wing) letter
F.No.CBIC/20/06/ 15/2018-Part-1 dated 17.06.2019 regarding Standard
Operating Procedure for verification of 1GST refund claims and other related
aspects is hereby circulated for information and necessary action.

(E.V. MAN)
"ASST. COMMISS ONER OF CUSTOMS
' 2 (REFUNDS)
Encl.; As above

F.No.: S18/8/Misc/ 2019-Refund(IGST) Cus.
Dated: 1© .07.2019
To

1. The Dy./Asst.Commissioners of Customs (Docks/PAD/ACC).
2. All Dy./Asst.Commissioners of Customs, Custom House, Cochin.
3. All Superintendents /Appraisers (Docks/CFS)

A" EDI Section for uploading departmental website.

Copy submitted to:

1. The Commissioner’s file.
2. The Joint Commissioners of Customs.




| | - E-MAIL/SPEED POST

: 048423976 ' e 23&4-100[
c.xo.ivns;a'r;ﬁem;cc [1%) Ive PEl T Date: 03.07.2018

To

Central Tax & Contral Bxcise, Kochi
2. 'x‘hal’ﬁae!pal&. ssioner,
3. Thecﬁmiﬂiom, '
_ Gumﬁom,%ebin

x of €

,Unit,l!nehi

Sir

T Qparating Pmmﬁm for wﬂﬁcation of the IGST refund
Please finid énélosed herewith letter F.No. CBEC/20/06/15/2018-Part-1
daiﬁfi 1‘? 06.2019 received from CBIC, GST (Policy Wing), New Dellu far
information and necessary action please.

Yours faithfully

“Ufafts

(Dr. Tiju T.)
Additional Commissioner (CCO)




Mohak Chaudhary

Subjact:  SOP fof verification of IGST refurids and other aspects
T GC E!HOPAL <ccy-cexbpi@nic:in>,
NESWAR <cou-bexbbr@nie.ine,
CC CHENNAE Locu-coxchn@nitdns,
CG DELHI ssou-cexdelgnic in,.
CE JAIPUR - maeﬁpr@nia =
GE ROLKATA <cw~aexkaa@nic i,
CC LUCKNOW <pcu-cextkof@nic.in>,
CC MEERUT *wu-oexmeerut@niq i,
GO PUNE <cou-gexpune@nic.in,
. eC R&NCH! scowcexranchi@nicing,
00 WP ARA <coii-caxvdr@nic.in®,
-GC AHMEBABAD a:ceu-cexamd@nie fam,

CC MUMBA] fmwu-cexmum@mc in>,
G&} VWTW -:meexvzg@nm v,

OO NAGPUR M@mﬁm )
CC SHILONG <coweexshing@oic.in>,

6L BANGALDRE mw«cexbir@zﬁc.&w
GGEGGCHM Wm@emse pile, m’-ﬁ- 7

ce smm' Jalf <, AT @govins

OMfor SOPPf (220kB} = Glrcular-No-16-2019. 341 {572K8)
 17062016-50P for vestification of IGST Refurids and.. {615KB)

Respected M#dams!Sirs

Date: 17408119 11;02 PM
From: GST POLICY WING <gst-chec@goiin>

‘ Ptease find aﬂachad anOM encznsmg the standam npetaﬁng procedurs for verification of the IGST refund

claims ami other related aspects issues issued by Pr. Commissioner (GST).

Thisisin line with Circulat No. 16/ 2019 - Customs issued on 17" June 2019 (copy enclosed).

“This is for internal circutation unly,

- Regards

inspegﬁar G8T Poﬁcy Wing

Telepﬁane—- 011 - 23094742
Fax- 011-23095560




F No. CBEC/20/06/15/2018-Part 1 __:"ﬁ:c._«

Government of Indiz il |14
Mimstry of Fihance .
Department of Reveriue
CBI{I, GST {Policy Wing)
TEEE
‘Room No.158-A,
North Block, New Delhi

Dated: 17t June 2019

Subject; Standaid Operating Precedure fm’ wﬂﬁczﬁeﬂ of the 1GST refiund ¢lainis and
other pelated aspects -Reg.

The: szems Wing, CBIC has issued Circular No. 15{2919 Customs on. 1'4"51 June
2019, Point E{ij f the sald circular mandates verification of the IGST refund ¢laims and
other related aspects In accordance with the Standard Operating procedure to be issued by
the GST PolieyWing.

3. A standard operating procedure to be #dopted for verification of the IGST refand
cia;ms and uther related aspects is entlosed. Itis requesteé that this SOP may be intama!ly
dreulated amongst your field formations for aer:essary action.

3. Thisissues with the approval of Member (GST).

N

Encl. Asabiove Wy
’ ' o .,.-..-
(Upender Gupta] / ‘""* [
Principal Commissioner {GST)

To,

The Principal Chief Commissioners/ Chisf Commissioners of Central Tax (All)
The Principal Divector General (DGGI)




Circular No, 1672019-Customs

F. No. 450/1192017-Cus-IV{P¢.D)
Government of India
Ministry of Finance
Departiment of Revinue
(Central Board of Indirect Taxes& Customns)
e 2T E .
Roomn No. 2278, North Block
Dated June 17, 2019
To
All Principal Chief Commissioners/Chief Commissioners of Customs/ Customs
(Preventive)/ Customs & Central Tax,
All Director Generals under CBIC,
All Principal Commissioners/Commissioners of Customs/Customs (Preventive)/Customs &
Central Tax.

Subject:-IGST refunds- mechagism to verify the IGST payments for goods exported out
of India in certain cases- reg,

The procedure fnr claiming IG8T refunds is fully automated as provided under Instruction
1512017-Cus dated 09.10.2017, It has come to the netice of thi Board that instances of availment of
IGST refund using frauduient ITC olajims by somne exporters have been observed by various
authorities. Exporters have availed ITC on the basis of ineligible documents or fraudulently and
wtilized that credit for payment of K3ST on gaads exported out of India. 1t has also heen observed in
several cases that there is huge varfation between the FOB value declared in the Shipping Bill and
the Taxable value declared in GST Retumn apparently to effect higher IGST pay out leading to
em:ashmeﬂt of credit.

1. Tn view of above, it has begn decided to vmfy the IGST payments through the respective GST .
field formations. The procedure specified in the instruction 15/2017-Cus dated 09.10.2017 stand
modified to thﬁ extent as under:

»

: ation of Suspicious cases: DG ($yst¢m3) shalt work out the suitable criteria to
'tﬁmﬁﬁr nsky ﬁxpartem at the nastwm! levek and forward the Tist of said risky exporters to Risk
Management Centre. for Customs {RMCC) and respactive Chief Commissioners of Central Tax.

DG (Systems) shall inforin the resﬁac.tlvc Chief Commissioner of Central Tax about the past IGST
refunds granted to such risky exporters {along with details of bank accounts in which such refund
has been disburged).

: System: RMCC. shall insert alerts for all such risky exporters and make
100% examination mandaiory of export congignments relating 1o those risky exporters. Also, alert

shall be placed to suspenid IGST refiinds in such cases.

’ : Customs officers shall examine the consignment as per
the RMCC aler{ Tn case the outcome of examination tailies with the declaration in the Shipping




3.

Bill subject to fio gther violation of any of provision of the Customs Act, 1962 or other laws being
observed, the consignment may be ¢leared as per the regular practice.

D. Suspension of IGST refunds: Notwithstanding the clearance of the export consignments as
per para C above, such Shlppmg Bills shall be suspended for IGST refind by the Depaty or
Assistant Commissioner of Custorns dealing with refind at the port of export.

E. Yerification by GST formations:

(i) Chief Commissioner of Central Tax shall get the verification of the IGST refimd claims and
other related aspeets done in accordance with the Standard Operating procedure 10 be issued by
the GST policy wing.

(i} The GST formation shall furnish a repoit to the respective Chisf Commissioner of Central
Tax within 30 days specifying clearly whether the amount of IGST paid and ciaimcdf sanctions
as refund was in sccordance with the law or not.

(iif) Chief Commissioner of Central Tax shall compile and forward report of aﬂii- cases to RMCC
aid concerned customs port of export within 5 working days thereafter.

formations:

(i}

bﬁr the expémer was in acmrdance wﬁhﬁxeGST iaw and mles maéethemzm&cr the _' Giest
officer at the port of expert shall proceed to process the IGST refund to the extent venﬁeﬁ by
the GST Authorities. The detailed advisory i this regard shall be issued by DG(Systems) for
the benefit of customs officers handling mﬁmfﬂS -

' - dlpractices been reported on verification: For cases where
upa& venfieaﬁan it has bﬁen ﬁmnd that ﬂm exporter has availed TTC fraudulently or on the
basis of ineligible documents and utilized the said ITC for payment of IGST claimed as refund,

the customs pfficer will not process the refund claim.

Difficulties in this regard may be brought to the knowledge of the Board.
Yours sincerely,

{Zubair Riaz)
Director (Customs)




o7

~ claims by GST field formations, ”

Far internal circulation only
F No. 20/06/15/2018- Part |
17" June 2018

The GST Act provides ﬁ)r twd forms ef reﬁmd& for exporters, first is the refund of
aceuiialated ipput tax credit on export of goods o services under LUT and second is the
refind of IGST paid on export of goods. The Jatter form of refund is a fully automated pracess
whept the FGST paid through FORM GSTR-3B is refunded to the exporter's bank account by
matehing the detatls between the shipping bill data, FORM GSTR-1 and FORM GSTR-3B.
However, it has been noticed that mumy exporters are misusing this ﬁmlny by a»aﬁirfg
fraudulent input tax credit and then enceshing the same us IGST refunds. The instructions /
pointers provided below are not exhaustive biit mﬂy indicative i ature:

In this context, Cireular No. 16/2019 - Customs dated 17 Jurie 3019 has been issued by the
Customs Wing, CBIC. The circular mandates verifieation of ¥TC relsted el ¥ ST refunds
veril 1 méy be undéftaken as per 2 olitlined

below. Apart ffom these instrict ations are at Hberty to ihwestigite any other

'pmhaiaig scerfarios s;mh as pnder vahxa’uoh hoti-payinernt of taxes, nan—reporm’zg of taxable

supplies ste. -

1. LUst afexgnrters} taxﬁagars m he mvestigated

a) Gircular No. 16/2019 - Gtzsmms dated 170 Jme ﬁmg pruudes thzt I)G (Systems)
wnu},d aﬁent:fy risky exporters at the national level and then forward the list of
suspieious exporters to the respestive Chief Cofnmissioners of Central Tax.

b)) Along with the list of exporters, O/o DG« Systems will bé circulating other
information ‘which mady be verified during the couirse of information. For example, it
may be verified if the bank account detiil in which refund has been gramed and the
barik scoount available in the registration database are the same.

.:_2 Fm%mnary imediafe Steps )

a} Prermise ver:ﬁtanon of the adadresses mdu;atgd in ﬁST rngzstratmn form of prmmpal
and the additional place of businesses should be carried out by the jurisdictional CGST
officer.

b) In cases, where such premises are found to have been wrongly declared then the
following punitive action shall be taken immediately: -

b.1. Bank aecounts may be provisionally attached under section 83 of the CGST Act
read with rule 159 of the OGST Rules,

4. Casicellation of GST registration mder Bection 29 of the CGST Act and the rules
made thereunder

b3 ?roceedmgs fof recovery of erroncously x‘ef’unded tax and wrongly availed input
tax oredit to be initinted under Section 74 of the CGST Act.

b, Adequate penalty to be imposed under Chispter XIX of the CGST Act.
b.5. Rejection of IGST refands claimed by such exporter by GST formation and
informing the Castoms formations ahd RMCC of the same.
¢} In case the exporters premise exists and is functional, then Steps 3 onwards 10 be
followed.

d) Inall cases, it is advised that all such investigations shall be carried out expeditiously,
preferably within 80 days of reeeipt of data.
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3. Verification of Input Tax Credit

For internal clrculation only
£ No. 20/06/15/2018-Part )
17" June 2019

)

b)

b

The prefiminary checks which may be undertaken fo verify the infut tax credit are ag
follows: ' o '

a.t. Filing and matching of FOBM GSTR-1 and FORM GFTR-3B by the exporter

a.2. Differance in input tax credit as reflected in FORM GSTR-2A and as claimed in
FORM GSTR-3B {especially ITC reflected under Table ¢(A)(5) of thg form). This
difference can be. only when the supplivs have not been uplogded by the
corresponding supplier in his FORM GSTR-1. In such cases; hard copies of the

_ missing mvoices may be verified.

a8 1t is ‘sorfetimes abserved that the input tax credit is availed for inputs and input
services which are not directly or indireetly used in the production of the finished
gnods. Some sort of nexus must be established between the inputs atid the outputs
of the suspected firms. ¥ itis observed that the input goods/servicss’ and the
output goods/services have little copnection, then further imvestigation shall be

"% warranted. For example; input tax credit of automobile parts cannot be used for

the production and expart of extiles.

a4. Disproportipnately large ITCavailed on account of transitional credit needs 1o be
chicked. Although availment of such credit and utilization of the same for
paymert of [GST is not prohibited under law, disproportipitate amount of such
credit warrant more detailed investigation for possible cases offraud.

2.5, 1f 4 latge amount of the credit has been availed on the basts of capital goods or
other high value items, then the presence of such goods with the exporter must

Drill dewn and verification of supplier’s credit: Generallyin such cases, there is 2
nexus between the exparter gnd his suppliers d they are connected-/ related in sore
way. } is recerimended that suppliers who supply more than 10% of inputs {on which
I'TC is availed) to the exporter shalt be verified. For their verification both physical

verification and steps as outlined in%} above shall be taken. Further, the invoiées issned

by such supplier shall be further covroborated with paytsent of tax on such invoice, E-
ft is the ipvestigation officery’ prerogative that he may drifl down to immediate
supplier (1~} or the supplier’s supplier (L-2) ete. The officer may decide the level €l
which he wants to verify the eredit depending on the facts of the case.

Much of the difference in inpot tax credit or mismatch betwéen various returns has
alreaily been highlighted in the red flag report generated by DG{ARM). The same may
be referred to while conducting investigations. :

it has also been noticed that niany a times such fraudulent exporters are showing input
tax credit from other States and also exporting through different ports 10 further
complicate such transaction und its deteéction. In cases where the supplier is from a
different State, it is advised that the jurisdictional field formations mray be requested or
in cases evasion s more than R, s Crore, DGGT may be requested to investigate,

in all cases if the input tax credit is found to be fraudulent or any other offence is
discovered punitive action as outlined in Step 1 shall be initigted.

+  The docament is for intermal puiposes only.
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