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FEDERATION OF INDIAN EXPORT ORGANISATIONS
Pre-Budget Proposals 2022-23
ANNEXURE I

INDIRECT TAXES

	Sl. No.
	Name of the Products
	HS Code (S)
	Proposal
	Reasons / Justification
	Revenue implication, if any
	Likely impact on exports

	1. 
	Wet blue, chrome tanned, crust and finished leathers
	4105
	Government may restore duty free import facility for import of wet blue, chrome tanned, crust and finished leathers so as to enable the value-added products manufacturers to import them duty free for adding value in the country, creating jobs, supporting economy and earning foreign exchange.
	Such leathers are predominantly imported by the exporters for making value added products such as hand bags, garments, shoes, etc. Each country has its own specifications of leather and such specifications are decided by the buyers while placing the orders. Therefore, while the Indian leather is also used by leather exporters, the same cannot replace imported leather. Duty free import of finished leather helps Indian manufacturers to become more competitive and also serve the global brands.
	22.97 Cr (based on import figures for April-Sept and its projection for the current FY based on existing customs duty of 10%
	Will add to the competitiveness of exports.

	2. 
	Raw Silk
	5002
	Government may reduce import duty on raw silk from 15% to 10% 
	The increase in tariff will adversely affect the majority of small exporters who are not capable to import small quantities through Advance Authorization. The increase in duty is likely to push domestic prices. The domestic production of raw silk is only sufficient to meet the domestic demand and imports is generally of grade 4A and above, which is not produced in the country, but required for exports.
	28.90 Cr (based on import figures for April-Sept and its projection for the current FY based on assumption of reduction in duty by 5%
	Will increase exports of value-added product of silk

	3. 
	Silk Yarn
	5004, 5005 and 5006
	Government may reduce import duty on silk yarn from 15% to 10% 
	Certain verities of silk yarn are seldom available in the country and such yarn are imported for export purposes. The reduction in the duty will help to reduce the liquidity of exporters and will impart the competiveness of silk value added products
	3.47 Cr (based on import figures for April-Sept and its projection for the current FY based on assumption of reduction in duty by 5%
	Will increase exports of value added product of silk

	4. 
	Raw Cotton
	5201
	Government may reduce import duty on raw cotton from effective rate of 10% (5% basic customs duty and 5% AIDC) to 0%
	The long staple and special variety of cotton is not available which has to be necessarily imported. The increase in duty is likely to erode the competitiveness of the sector. 
	424 Cr (based on import figures for April-Sept and its projection for the current FY based on assumption of reduction in effective duty from 10% to Nil
	Will reduce the prices of cotton yarn and fabric in the domestic market helping exports of apparels and made-ups

	5. 
	Social welfare surcharge (SWS)
	-
	Import port under advance authorizations  may be exempted from SWS
	Advance authorization provides for Zero rating of exports and therefore all duties are exempted under Advance authorization and thereby it should also include SWS. SWS is provided as a refund under duty drawback. The same should logically be exempted under advance authorization. Since the Notification providing exemption from SWS needs to be provided with retrospective effect, the same may be done through the Finance Bill
	-
	This will avoid unnecessary litigation as zero rating of exports mandates exemption from SWS and in the past Education Cess was exempted for imports under Advance Authorization

	6. 
	Restoration of facility for import of Trimmings and Embellishments, etc
	Notification No. 2/21
	In the Notification No 2/2021-Customs dated 01.02.2021, the facility of duty free import of trimmings and embellishments has been discontinued.  Hence, exporters are  not be able to import trimmings and embellishments, without payment of custom duty.
	The smaller exporters source most of the raw material from the domestic market and import only small lots of trimmings and embellishments under the EPC Scheme. The normal import period from destinations like China, Hong Kong, South Korea, Taiwan is 20 days by sea shipments while smaller lots of trimmings and embellishments are normally imported via courier under the EPC Scheme and reach in 5 days.  This helps in meeting the 30 to 40 days order period. Most of the exporters import these items because of the buyer's nomination. Hence need to be sourced from defined sources and within sharp timelines.  This facility provides required flexibility to the smaller exporters. 
	No revenue implication
	This will reduce the compliance burden as exporters are required to import such items on bond which is discharged once the proof of exports is submitted.

	7. 
	CVD / SAD paid on regularization of Advance Licenses and EPCG licenses
	-
	Suitable clarification is required to be issued stating that refund of CVD and SAD paid is available in cash to the registered person in terms of provision contained in Section 142(3) and Section 174 of CGST Act, 2017 read with Section 11B of Central Excise Act, 1944 to ensure fairness.
	In the pre-GST era, manufacturers were entitled to take CENVAT credit of CVD on payment of applicable Customs duties including CVD and SAD in situations like non-fulfilment of export obligation and non-installation of capital goods within stipulated time limit and could utilise it for payment of excise duty on their final product. In GST regime, since the CENVAT Credit Rules, 2004 are no longer in operation, such exporters are not in a position to take credit of duty so paid, for regularisation of bonafide default which becomes an additional liability discouraging them to come forward for regularization of their default under Advance, EPCG and EOU Scheme. 
	Will remove the anomaly and provide a level playing field with pre-GST period
	Will encourage exporters in their export efforts 

	8. 
	Tax Refund for Tourists scheme (TRT) 
	Section 15 of the IGST Act 2017
	Section 15 of the IGST Act 2017, remains inoperative for more than four years after the introduction of the GST regime The Government should operationalise the tax refund to tourist to give a boost to tourism and lifestyle sectors of exports.
	Tax Refund for Tourists (TRT) scheme which has been provided for under Section 15 of the IGST Act 2017, remains inoperative for more than three years after the introduction of the GST regime in India. Several countries around the world, including competing retail markets in the region such as Singapore, China, Thailand and Dubai have already introduced similar VAT/GST refund schemes for tourists and are already benefiting from increased sales and exports of local goods to international visitors due to the added incentive of tax refunds. The merchants in many of these markets compete directly with Indian retailers across a broad cross-section of goods offered, such as jewellery, textiles and lifestyle products.  Consequently, due to the continued absence of the scheme in India, Indian manufacturers are currently at a distinct disadvantage against their regional counterparts in competing to attract the business of the increasingly lucrative Globe Shopper market. This is evident in the fact that Shopping for local goods currently only accounts for an estimated mere 20% of tourist expenditure in India as compared to 46% in Japan, 40% across the EU and 36% in Singapore; in spite of the relatively higher cost of accommodation and other miscellaneous services in these other markets.
	-
	Will give boost to tourism and Lifestyle sectors of exports.

	9. 
	Exempted Goods exported by Merchant Exporters
	-
	There is a need for the benefit of Notification Nos. 40/2017-Centrax Tax (Rate) and 41/2017-Integrated Tax (Rate) both dated 23.10.2017 may be extended to exempted goods also.
	There are cases where merchant exporters are suffering duties on exports of exempted goods.  Earlier, in the Excise Regime manufacturers used to get rebate of excise duties suffered on the inputs if exempted goods were supplied to the merchant exporters for exports.  Such supplies were under CT-1 Bond and ARE-1.  Now, in the GST Regime there is no such provision and the supplier adds the duties suffered on inputs in the prices of the goods supplied to merchant exporters which makes the exports of exempted goods costlier and uncompetitive in international markets.
	-
	Exports will increase on becoming competitive in international markets. 

	10. 
	E-Wallet
	-
	To impart competitiveness to exports, the Government should introduce an E-wallet which has already been recommended by the GST Council in October, 2017. Such a wallet may be credited with a provisional amount based on previous year’s exports and average GST rate of the products exported by the exporters. The E-wallet may be used while taking any inputs/finished goods which will be debited while procuring inputs or finished goods for exports. Such a wallet should be credited once proof of exports flows from ICEGATE to GSTN. No cash withdrawal to be permitted so that the provisional amount remains in GSTN.
	Goods and Services Tax envisages refund/rebate of taxes on the inputs used in exports. Such a mechanism involves payment of taxes upfront which is refunded once the goods are produced and exported. Depending upon the production cycle and time taken in exports, exporter money is blocked in payment of taxes which affects his liquidity and competitiveness. In the pre-GST regime, exporters were given a facility for procurement of inputs without payment of taxes.
	NIL
	Exports will increase

	11. 
	Amendment in Section 16(3) of the IGST Act vide Finance Bill 2021.  
	-
	Section 16(3) was providing the facility to an exporter to either export on payment of the integrated tax or without payment of the integrated tax.  Hence, restoration of facility of payment of IGST on exports and subsequent refund is very necessary.
	Those, who were exporting on payment of integrated tax, were getting IGST refund from the Customs on shipment basis without any application in a faceless manner. The process of Input Tax Credit involves choosing a period for filing the claim, uploading the documents and thereafter, with considerable delay, getting the payment. The exporters are eligible to claim ITC on capital goods and machineries through the IGST payment mechanism while the same is not allowed though the ITC refund process, which is restricted only to the inputs and not capital goods and machineries. While exporters hitherto have the option to export under Bond or LUT, without payment of IGST, yet majority of them preferred to pay IGST on exports, after adjusting ITC credit and paying balance, if any, in cash as the process of refund of IGST is completely seamless with no human intervention, zero compliance cost etc. Since the amendment has already been made, the above proposal would require retrospective effect through the Finance Bill. 
	NIL
	Timely availability of working funds will increase exports

	12. 
	Recovery of excess amount of duty credit under RoDTEP Scheme
	-
	Stipulation in Para 4(2) & Para 5(4) of Notification No. 76/2021-Customs (N.T.) dated 23.09.2021 and Notification No. 77/2021-Customs (N.T.) dated 24.09.2021 regarding recovery of Duty Credit amount from the transferee under RoDTEP Scheme may be removed 
	The transferee is not beneficiary in any way for the excess amount claimed/allowed and thus, not responsible for any such act of an exporter/ anyone. So, recovery of such excess allowed duty credit amount from the transferee appears to be unreasonable.
	NIL
	This will rationalise the provision and increase the premium on the scrip thereby benefitting the exporters.

	13. 
	Adequate budget allocation for the Department of Commerce
	-
	Department of Commerce should be given adequate budget to effectively run various schemes to meet their intended objectives and also provide for zero rating of exports with a view to give level playing field to Indian exports.
	The budget allocation to the Department of Commerce is not sufficient to meet the increasing exports and supporting districts as an export hub. Currently, the budget for TIES Scheme is only Rs.75 Cr. How export infrastructure in 28 States and 8 UTs could be created with such miniscule budget. Moreover, Schemes like RoDTEP, which provide zero rating of exports, may also not provide the said objective as can be seen for the left over sectors like Chemical, Pharma and Iron & Steel.
	Moderate but is very much required to sustain high exports
	For providing zero rating of exports and creation of infrastructure at the district level, such higher allocation is justified.


DIRECT TAXES

	Sl. No.
	Name of the Products
	HS Code (S)
	Proposal
	Reasons / Justification
	Revenue implication, if any
	Likely impact on exports

	1. 
	Increase deduction for investment on R&D 
	Section 35(2AB) of IT
	The expenditure on R&D and product innovation may be provided 200% tax deduction instead of 100% at present.
	R&D and product innovation are key to sustained exports. India's R&D investment is one of the lowest amongst competing countries. R&D is having long gestation period and lot of uncertainties have been encouraged globally through liberal funding or tax concession. 
	Moderate
	This will encourage companies to invest more on R&D ultimately benefitting manufacturing and exports

	2. 
	New provision to encourage aggressive marketing in exports
	-
	Provide 200% tax deduction on specified marketing activities globally with a cap of Rs.50 lacs
	There is a strong need to showcase Indian products globally. MSMEs are little reluctant to spend on marketing abroad. Some countries are providing double tax deduction for internationalization. We should also encourage spending on overseas marketing. 
	Moderate
	This will help our exporters to go for aggressive marketing particularly as the country is looking for new target of US$ 2 Bn in goods & services

	3. 
	Procedural Simplification by abolition of TCS (Tax Collected at Source)
	 
	Abolition of TCS (Tax collected at source)  on sale of goods u/s 206C(1H)
	Effective from 01.10.2020, section 206 sub section (1H) imposes responsibility of collection of TCS on every person whose total sales, gross receipts or turnover during the preceding financial year (i.e., Fin Year 2019-20) is more than Rs.10 Cr.  Such person is liable to collect TCS on the amount exceeding Rs.50 lacs during the financial year in respect of sale of goods made to a buyer. Since GST/ E-Invoicing meets the objective of Tracking Transaction, the new provisions of TCS is an additional compliance burden on exporters. The exporters fund is getting blocked for more than a year..
	No revenue implication
	Will reduce the compliance burden and add to the liquidity of exporters


[image: image2.png]


Federation of Indian Export Organisations
10

[image: image2.png]